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CITY OF MADEIRA BEACH, FLA. 


Avaust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Porr, from the Committee on the Judiciary, submitted the 
following UNI DRS... 
OF MICHIGAN 


[To accompany H. R, 13571] 


MAIN 

The Committee on the Judiciary, to whom was refered the tat” 
(H. R. 13571) for the relief of the city of Madeira Beach, Fla., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the proposed legislation is to pay the city of Madeira 
Beach, Fla., the sum of $12,828.35 in full settlement of the city’s 
claims against the United States for the construction by that city of 
concrete groins for erosion control of 500 feet of property principally 
on riparian land adjacent to the beach house of the Veterans’ ry arnd 
istration within the city limits in the years 1956 and 1957. 

Report from the Comptroller General of the United States to the 
chairman of the committee dated August 6, 1958, gives in detail the 
history of this proposed legislation and interposes no objection to the 
enactment of the legislation. Therefore, after a careful review of 
the evidence submitted your committee recommends favorable con- 
sideration of the bill. The report is as follows: 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., August 6, 1958. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cuarrman: On August 4, 1958, you requested a report 
of the General Accounting Office on H. R. 13571, 85th Congress, 2d 
session, entitled “A bill for the relief of Madeira Beach, Fla.” 

The bill would authorize and direct the Secretary of the Treasury 
to pay to the city of Madeira Beach, the sum of $12,828.35, in full 
settlement of all claims of that city against the United States for the 
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cost of construction by the city in 1956 and 1957 of concrete groins 
for erosion control of 500 feet of property along the Gulf of Mexico 
principally on riparian land adjacent to the beach house of the 
Veterans’ Administration within the corporate limits of Madeira 
Beach, Flos. 

This matter has been the subject of previous consideration by our 
Office. Briefly, the facts giving rise to the claim of the city of 
Madeira Beach are as follows: 

Pursuant to a special election held on January 24, 1956, the voters 
of Madeira Beach voted to have constructed in the Gulf of Mexico a 
series of concrete groins to provide for the control of erosion within 
the corporate limits of that city. Thereafter, the groins were con- 
structed at a total cost of approximately $280,000. Upon the com- 
pletion of the construction, the assessment roll covering the cost was 
fixed at $25.6567 per front feet of property abutting and adjoining the 
Gulf of Mexico. Subsequently, the Veterans’ Administration Center 
at St. Petersburg, Fla., received an assessment notice for $12,828.35, 
representing the total assessment for the 500 feet of beach property 
owned by the United States and occupied by the Veterans’ Adminis- 
tration in Madeira Beach. 

The claim was forwarded to the General Accounting Office as a 
doubtful claim and on July 1, 1958, the claim was disallowed by our 
Office because it represented a tax against the United States by a 
municipal government. This disallowance was appealed by the 
city of Madeira Beach. Senators George Smathers and Spessard 
L. Holland along with Congressman William C. Cramer, the author 
of H. R. 13571, requested our reconsideration of the disallowance. 

In requesting reconsideration of our disallowance, several equitable 
considerations were advanced by the city. Illustrative of the equita- 
ble merits advanced was that no objection was raised by the Veterans’ 
Administration at any of the meetings held by the city officials when 
they were considering this construction, the Veterans’ Administration 
abandoned its own project to construct the groins upon learning of the 
city’s proposed project and, the Government property has, and will 
continue to benefit from the construction. Notwithstanding the 
equitable merits advanced and the fact that the record before our 
Office sufficiently established that the property has been considerabl 
improved by this construction, our Office felt that it was paniptieal. 
as a matter of law, to uphold the previous disallowance because this 
assessment was in fact a tax by a municipal government levied against 
the United States. 

Accordingly, in letters of August 5, 1958, to Senators Smathers and 
Holland and Congressman Cramer, the previous disallowance was 
sustained. In those letters, we pointed out that the law is well settled 
that lands owned by the United States cannot be taxed by a State or 
by any of the political subdivisions of a State. The authorities relied 
upon for this proposition were cited, and are as follows: Van Brocklin 
v. Tennessee (117 U. S. 151), United States v. Power County, Idaho 
(21 F. Supp. 684), and United States v. City of Detroit (355 U.S. 466 
at 469). This rule has equal application where the tax is a special 
tax or assessment for local improvements as well as in the case of a 
general property tax against lands owned by the United States (Lee v. 
Osceola and Little River Road Improvement District, 268 U. S. 643; 
Mullen Benevolent Corporation v. United States, 290 U. S. 89; and 


DEPOSITED BY T 
HE 
UNITED states OF AMERICA 


CITY OF MADERIA BEACH, FLA. 3 


United States v. Anderson Cottonwood Irrigation Distriet, 19 F. Supp. 
740). Also, a special assessment is a tax within the rule precluding 
a State from taxing lands owned by the United States because it is an 
exercise of the sovereign power of taxation and, like other taxes, is an 
involuntary exaction (United States v. Anderson Cottonwood Irrigation 
District, supra; Hagar v. Reclamation District, 111. U. S. 701 at. p. 
707). Aside from the above-cited court decisions, we pointed out 
that the State of Florida has by statute exempted all property of the 
United States from taxation. (See ch. 192.06, subsee. (1), Florida 
Statutes (1955) and (1957).) 

While, as a matter of law, our Office has held upon review that this 
claim may not be allowed, we recognize that had the city of Madeira 
Beach not constructed these groins, the Government would have had 
to construct similar installations at a cost of at least as much as, and 
possibly considerably more than, the amount of the city’s assessment. 
Accordingly, in view of this fact and the equitable merits of the case, 
if your committee decides to recommend enactment of H. R. 13571, 
our Office will interpose no objection. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





RESOLUTION 


Whereas by a resolution passed and adopted at a regular meeting of 
the Board of Commissioners of the City of Madeira Beach, Pinellas 
County, Fla., held on the 13th day of December 1955, an election was 
called for the 24th day of January 1956, and pursuant to such resolu- 
tion, said election was held and there was submitted to the qualified 
electors of the city who were freeholders, the question of issuance of 
bonds of the city in an aggregate principal amount not exceedin 
$300,000 for the purpose of financing the cost of erosion contro 
within the city, said bonds to be additionally secured by a pledge of 
the proceeds of special assessments which were to be levied against 
the property especially benefited by the erection of bulkheads, sea- 
walls, groins, and jetties; and 

Whereas at said election the issuance of said bonds for said purpose 
was duly approved by a majority of the votes cast at said election and 
at which election a majority of the freeholders that were qualified 
voters participated; and 

Whereas by a resolution adopted the 19th day of April 1956, the 
issuance of such erosion-control bonds was duly authorized and on the 
Ist day of June 1956, said erosion-control bonds in the sum of $300,000 
were duly and regularly validated by decree of the Circuit Court of 
the Sixth Judicial Circuit in and for Pinellas County, Fla.; and 

Whereas by a resolution dated the 30th day of July, 1956, there 
was authorized the planning, construction, erection, and establish- 
ment of a system of seawalls, bulkheads, groins, and jetties within the 
city and along the waters of the Gulf of Mexico for the purpose of 
controlling erosion within the city, and in said resolution it was 
determined that such system is a direct benefit to all the land abutting 
and adjoining the Gulf of Mexico within the city, and such resolution 
further declared that the total cost of such improvement in its entirety 
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shall be paid for by a special assessment against the several lots, 
parcels, or tracts of land lying within the city of Madeira Beach and 
adjoining and abutting the waters of the Gulf of Mexico including 
all lands which are held for or dedicated to use as public highways, 
streets, avenues, ways, public parks or public easements for pedes- 
trian or vehicular traffic, and such resolution further provided that 
such assessments should be made on the front foot pro rata plan of 
assessment against each lot, parcel, or tract of land and such resolu- 
tion further provided that said assessments shall be payable in 10 
equal annual installments, the first of such installments to be due and 
payable 1 year after the final confirmation by the Board of Com- 
missioners of the city of Madeira Beach, and such assessments shall 
bear interest to be fixed by the board of commissioners in the resolu- 
tion of final confirmation, such rate, however, not to exceed 5 percent 
per annum on unpaid installments; said resolution further provided 
that a meeting would be held by the Board of Commissioners of the 
city of Madeira Beach at the city hall on Thursday, the 16th day of 
August, 1956 at 7:30 p. m., at which time the board of commissioners 
would hear the objections of all interested persons to the confirmation 
of said resolution; and 

Whereas pursuant to such resolution notice of the meeting of 
August 16, 1956, at 7:30 p. m., was duly and regularly published 
and such meeting was duly and regularly held on August 16, 1956, 
at 7:30 p. m., at which time the city commissioners heard the objections 
of all interested persons to the confirmation of the resolution of 
July 30, 1956, and at said meeting said board of commissioners 
ratified and confirmed the resolution of July 30, 1956; that there- 
after the city of Madeira Beach erected and constructed a system 
of groins or jetties at a total cost of approximately $280,000; that 
upon the completion of said system of groins, the assessment roll 
covering the cost of such construction and fixing the assessment 
at $25.6567 per front foot of property abutting and adjoining the 
Gulf of Mexico was fixed; that such assessment roll and notice of a 
public hearing thereon for the purpose of equalizing such assessment 
was duly published as required by law and in said notice a hearing 
was fixed to be held on December 12, 1957, at which time the Board 
of Commissioners of the City of Madeira Beach met as a board of 
equalization for the purpose of equalizing said assessment roll; that 
at said’ meeting on December 12, 1957, the assessment roll was finally 
confirmed and approved and a resolution adopted approving and 
confirming said assessment roll; and 

Whereas the United States of America is the owner of 500 feet of 
property abutting and adjoining the Gulf of Mexico in the city of 
Madeira Beach which property was improved and benefited by said 
groins and jetties hereinbefore referred to, which property is under 
the jursidction of the Veterans’ Administration as a recreational 
area for veterans under the jurisdiction of the Veterans’ Administra- 
tion Center, Bay Pines, Fla; and 

Whereas the Board of Commissioners of the City of Madeira Beach 
is informed that at the time Madeira Beach entered into the program 
of erosion control, the Veterans’ Administration was contemplating 
the improvement, expansion, and extension of certain groins then in 
existence for the benefit of said Veterans’ Administration recreational! 
area and after the commencement of the program of the city of 
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Madeira Beach, the Veterans’ Administration abandoned its program 
for extension and improvement, and accepted the program of the city 
of Madeira Beach as adequate and beneficial for the erosion control 
of land occupied and used by the Veterans’ Administration and 
owned by the United States of America; and 

Whereas pursuant to the final confirmation of the assessment roll 
as recited herein, a statement was sent by the city of Madeira Beach 
to the Veterans’ Administration, Bay Pines, Fla., requesting payment 
of $12,828.35, the amount of the special assessment against the 500 
feet of gulf-fronted land hereinbefore described, and on April 2, 1958, 
the city was informed by letter that such claim had been forwarded to 
the General Accounting Office, Veterans’ Administration, for payment 
purposes; and 

Whereas by letter dated July 1, 1958, the General Accounting Office 
of the Comptroller General of the United States informed the city of 
Madeira Beach that the claim for the sum of $12,828.35 for such 
assessment had been disallowed; and 

Whereas neither the Veterans’ Administration nor any representative 
thereof at any time during the planning of the erosion control program 
of the city or at any of the Public hearings held thereunder, to wit, 
the public hearing on August 16, 1956, and the public hearing on 
December 12, 1957, protested or objected to the program or to the 
assessment to be made therefor; and 

Whereas it is the belief of the Board of Commissioners of the City of 
Madeira Beach, Fla., that said program is a direct benefit to the 500 
feet of gulf-fronted property belonging to the United States of America 
and said claim is a just and fair obligation of the United States of 
America which is due to the city of Maderia Beach, Fla.: Therefore, be 
it 

Resolved, That Harold J. Hilliard, Sr., as city manager of the city of 
Madeira Beach, be and he is hereby authorized to take such steps as 
he may deem necessary and advisable for the purpose of inducing the 
United States of America and its duly authorized officers, officials, 
boards, and agents to make payment to the city of Madeira Beach the 
sum of $12,828.35 and in the event that he shall be unsuccessful in 
inducing such officials to make such payment that he is further 
authorized to request presentation to the Congress of the United 
States of America of a claims bill authorizing the payment; and 
be it further 

Resolved, That in the event of such presentation of a claims bill, that 
this board of commissioners does respectfully petition the Honorable 
Spessard Holland and the Honorable George Smathers, Senators from 
the State of Florida, and the Honorable William C. Cramer, Congress- 
man, First District of Florida, to do all in their power to expedite 
passage of such claims bill. 

Passed at a special meeting of the Board of Commissioners of the 
City of Madeira Beach, held on the 25th day of July, 1958. 


, Mayor-Commissioner. 
Attest: , City Clerk. 
City of Madeira Beach, July 25, 1958 








6 CITY OF MADPRIA BEACH, FLA. 


CERTIFICATE 


The undersigned, being the duly appointed, qualified and acting 
city clerk of the city of Madeira Beach, certifies that the above and 
foregoing resolution relating to erosion-c ontrol assessment on Veterans’ 
Administration property is a true and correct copy of the resolution 
passed on the 25th day of July 1958, by the Seoet of Commissioners 
of the city of Madeira Beach, and that said resolution has not been 
repealed or amended. . 
Ricuarp Mapuro, City Clerk. 
Dated this 25th day of July 1958. 


O 
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85TH CONGRESS ; HOUSE OF REPRESENTATIVES | Report 


EXEMPTION FROM TAX FOR CERTAIN NONPROFIT CLUBS 
ALSO OPERATING AS BENEVOLENT LIFE INSURANCE 
ASSOCIATIONS 


Avucust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H. R. 7670] 


READING 


The Committee on Ways and Means, to whom was referred the bi 
(H. R. 7670) to amend the Internal Revenue Code of 1954 to provide 
that clubs shall not be denied exemption from corporate income taxes 
if they would be exempt from such taxes as benevolent life insurance 
associations but for their activities as clubs, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 


That (a) section 501 (c) (7) of the Internal Revenue Code of 1954 (relating to 
exemption of clubs from income tax) is amended by adding at the end thereof the 
following new sentence: ‘‘ Exemption shall not be denied a club because it is also 
a benevolent life insurance association of a purely local character, if 85 percent or 
more of its income which is attributable to its operations as a benevolent life 
insurance association consists of amounts collected from members for the sole 
purpose of meeting losses and expenses which are attributable to such operations, 
and if no part of the income which is attributable to such operations is used for 
purposes described in the preceding sentence.” 

(b) The amendment made by subsection (a) shall be effective with respect to 
taxable years beginning more than thirty days after the enactment of this Act. 

Sec. 2. Section 4242 (a) of the Internal Revenue Code of 1954 (relating to 
definition of dues) is amended by striking out “; and’’ and inserting in lieu 
thereof a period, and by adding at the end thereof the following new sentence: 
“In the case of an organization which is exempt from income tax under section 501 
by reason of the second sentence of section 501 (c) (7), the term ‘dues’ does 
not include an assessment for insurance purposes.” 


I. SUMMARY 


This bill provides that an exemption is not to be denied an or- 
ganization as a social club (under sec. 501 (c) (7)) on the grounds that 
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it is also a benevolent life insuraace association of a purely local char- 
acter if 85 percent or more of its income from the life insurance activity 
consists of amounts collected from members for the purpose of meeting 
losses and expenses for these operations and if it is income from its 
life insurance activity is not used for the purpose of carrying or the 
social club activities. This is effective for taxable years beginning 
more than 30 days after the enactment of this bill. The bill also 
provides that the term ‘‘dues”’ in determining any excise tax due with 
respect to club dues does not include an assessment for insurance 
purposes. 
Il. GENERAL STATEMENT 


Under existing law, section 501 (c) (7) of the Internal Revenue 
Code of 1954 grants exemption from income tax to clubs which are 
organized and operated exclusively for pleasure, recreation, and other 
nonprofitable purposes if no part of the net earnings of the club inures 
to the benefit of any private shareholder. Section 501 (c¢) (12) pro- 
vides an exemption from income tax for benevolent life insurance 
associations of a purely local character if 85 percent or more of the 
income of the association consists of amounts collected from members 
for the sole purpose of meeting losses and expenses. 

It has been brought to the attention of your committee that some 
organizations carry on the activities of both a social club and a 
benevolent life insurance association. In such cases income tax 
exemption is denied the organization as a social club qualifying under 
the provisions of section 501 (c) (7) of the 1954 Code. 

In determining the activities which may be carried on by social 
clubs qualifying for exemption under section 501 (c) (7), the Internal 
Revenue Service has interpreted the existing statutory language 
“other nonprofitable purposes’ as meaning purposes similar to 
“pleasure” and “recreation.”’ This interpretation has been upheld 
by several court decisions. However, since both activities when 
carried on by separate organizations are exempt, your committee 
does not believe that a club which would otherwise qualify as a tax- 
exempt social club, should be denied income tax exemption merely 
because it is also a benevolent life insurance association which in and 
of itself would also be exempt. For this reason, your committee’s 
bill, as amended, adds a new sentence to section 501 (c) (7) providing 
that income-tax exemption is not to be denied to a social club because 
it is also a benevolent life insurance association of a purely local 
character if 85 percent or more of its income with respect to such 
insurance activity consists of amounts collected from members for 
the sole purpose of meeting losses and expenses. As amended by 
your committee, the bill provides that no part of the income of the 
club which is attributable to its operations as a benevolent life insur- 
ance association can be used for the recreational, pleasure, or other 
nonprofitable purposes for which the club also is organized. 

Since clubs which are exempt from income taxes under section 501 
(c) (7) of the Internal Revenue Code are subject to the club-dues 
tax of 20 percent imposed on dues and mnenabivebip fees of social 
clubs by section 4241, the bill, as amended, provides that the term 
“dues” does not include an assessment for insurance purposes. This 
gives assurance that no club-dues tax will be assessed with respect to 
amounts paid by members of a tax-exempt club which are attributable 
to its activities as a benevolent life-insurance association. 
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The bill is effective with respect to taxable years beginning more 
than 30 days after the date of enactment of this bill. 
Your committee was unanimous in reporting the bill, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 501 or THE INTERNAL REVENUE Cope or 1954 


SEC. 501. EXEMPTION FROM TAX ON CORPORATIONS, CERTAIN 
TRUSTS, ETC. 

(a) Exemption From Taxation.—An organization described in 
subsection (c) or (d) or section 401 (a) shall be exempt from taxation 
under this subtitle unless such exemption is denied under section 502, 
503, or 504. 


* * * * * * * 


(c) List or Exempt Orcanizai1ions.—The following organizations 
are referred to in subsection (a): 
(1) * * * 


* * * * * * * 


(7) Clubs organized and operated exclusively for pleasure, 
recreation, and other nonprofitable purposes, no part of the net 
earnings of which inures to the benefit of any private shareholder. 
Exemption shall not be denied a club because it is also a benevolent 
life insurance association of a purely local character, if 85 percent 
or more of its income which is attributable to its life insurance opera- 
tions consists of amounts collected from members for the sole purpose 
of meeting losses and expenses. 

* ca * a o oe * 


That (a) section 501 (c) (7) of the Internal Revenue Code of 1954 (relat- 
ing to exemption of clubs from income tax) is amended by adding at the 
end thereof the following new sentence: “Exemption shall not be denied a 
club because it is also a benevolent life insurance association of a purely 
local character, if 85 percent or more of its income which is attributable 
to its operations as a benevolent life insurance association consists of 
amounts collected from members for the sole purpose of meeting losses and 
expenses which are attributable to such operations, and if no part of the 
income which is attributable to such operations is used for purposes 
described in the preceding sentence.” 

(b) The amendment made by subsection (a) shall be effective with 
respect to taxable years beginning more than thirty days after the enactment 
of this Act. 

Y one. 2. Section 4242 (a) of the Internal Revenue Code of 1954 (relating 
to definition of dues) 1s amended by striking out ‘; and’ and inserting 
in lieu thereof a period, and by adding at the end thereof the following 
new sentence: ‘‘In the case of an organization which is exempt from 
income tax under section 501 by reason of the second sentence of section 
501 (ec) (7), the term ‘dues’ does not include an assessment for insurance 
purposes.” 

O 
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COMPENSATION OF MEMBERS OF BOARD OF PAROLE 


Aveust 13, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Wixu1s, from the Committee on the Judiciary, submitted he 
following OF MICHIGAN 


REPORT 


[To accompany S. 4096] MAIN 

READING ROOM 
The Committee on the Judiciary, to whom was referred the bill 

(S. 4096) to amend section 4201 of title 18, United States Code, with 

respect to the annual rate of compensation of members of the Board of 

Parole, having considered the same, report favorably thereon without 

amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this legislation is to increase the compensation of 
the members of the United States Board of Parole to $17,500 from the 
present grade of GS-15, $13,970. 


STATEMENT 


In an executive communication dated June 26, 1958, the Attorney 
General with the concurrence of the Bureau of the Budget, recom- 
mended an increase in the compensation of the members of the 
United States Board of Parole to $19,000. After informal discussions 
with the Department of Justice and the Bureau of the Budget, the 
Senate Committee on Post Office and Civil Service Pit pe the 
present bill by reducing the proposed $19,000 to $17,500. The 
figure of $17,500 was agreed upon in the Senate because it is the 
bottom salary for positions covered by the Executive Pay Act and the 
top salary in the Classified Pay Act.. Thus as noted in the Senate 
report (S. Rept. 2173, 85th Cong.) the possibility of giving rise to a 
series of requests for adjustments under either act will not occur. 


This committee concurs in the action taken by the Senate in this 
matter. 
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Enactment of this bill would be in keeping with the program of 
Congress for modernization of Federal salary schedules for ederal 
boards and commissions. It would also iron out the obvious inequities 
presently existing between the United States Board of Parole and 
other quasi-judicial administrative agencies having more or less 
comparable responsibilities under Federal statutes. In 1956 Con- 
gress passed the Federal Executive Pay Act (70 Stat. 736, 738-739), 
providing a substantial salary increase for some 21 boards and 
commissions of the Federal Government. The United States Board 
of Parole was not included in the 1956 Federal Executive Pay Act 
and therefore received no salary increase at that time. The Federal 
boards and commissions included in the 1956 legislation received 
salary increases from an average base of $15,000 to a new base of 
$20,000 per annum, prior to which time the salary spread between 
said agencies and the United States Board of est was $2,330 and 
is now widened to over $6,000 per annum. A salary of $17,500 for 
members of the United States Board of Parole would tend to eliminate 
the inequities in the existing salary differential between comparable 
Federal agencies 

The United States Board of Parole is a quasi-judicial administrative 
agency within the Department of Justice composed of eight members 
appointed by the President by and with the advice and counsel of the 
Senate for 6-year terms. They are required to have had special 
training and experience, and must have attained recognition in law, 
medicine, criminology, penology, psychology, or sociology and are the 
paroling authority for over 24,000 offenders convicted of violating 
laws against the United States Government. These prisoners are 
confined in 29 Federal penal institutions throughout the United States. 
The members spend approximately 35 percent of their time in travel 
and personally conduct over 11,000 hearings per year on applications 
for parole in the various institutions. Including short-term cases of 
less than a year and a day, reconsiderations of cases on institutional 
progress reports as well as conducting review hearings on petitions 
from attorneys, relatives, and others, the Board makes over 20,000 
decisions a year. It has approximately 7,000 parolees and conditional 
releasees residing in their home communities under its jurisdiction. 

Membership on the United States Board of Parole carries with it a 
tremendous responsibility to strive to make the right decision in each 
case for the protection of society and at the same time bearing in 
mind the rehabilitation of the offender. When a prisoner is released 
too soon, society is not afforded the protection to which it is entitled 
and when a prisoner is held beyond the optimum time for his release, 
part of his life which he could have been living as a useful member of 
society has been improperly denied him. Parole, when it is properly 
administered, is also ‘‘good business.’”’ This becomes particularly 
apparent when it is realized that it costs nearly $1,400 per year to 
maintain a prisoner in a Federal penal institution whereas it is esti- 
mated that it costs about $150 per year to supervise a parolee in the 
community. 

The members of a board who must shoulder the workload, experi- 
ence the hazards of working in prisons and of threats from paranoid 
releases outside of prison, and meticulously and judiciously discharge 
the double responsibility of protecting society and salvaging those 
unfortunates who have been sentenced to prison merit a salary com- 
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mensurate with their responsibilities. It is submitted that such a 
salary should be $17,500 per year. 


EXECUTIVE COMMUNICATION 


Attached is an executive communication from the Department of 

Justice sponsoring this legislation. 
JUNE 26, 1958. 
The SPEAKER, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: As you know, the United States Board of 
Parole is a quasi-judicial administrative agency within the Department 
of Justice. It is composed of 8 members appointed by the President 
by and with the advice and consent of the Senate for 6-year terms. In 
order to meet the qualifications for satisfactory service on the Board 
appointees must have training in special fields such as law, medicine, 
penology, psychology, or sociology. 

The responsibilities assumed by the Board are heavy. It is the 
paroling authority for approximately 24,000 Federal offenders con- 
fined in 29 Federal penal institutions, various State penal institutions, 
and 2 United States Public Health Service hospitals. Over 11,000 
hearings are held by members of the Board annually on applications 
for parole. These hearings are conducted within the various institu- 
tions, requiring the members to be traveling about 35 percent of the 
time. The Board must also handle applications for reconsideration of 
adverse decisions, review institutional progress reports, and supervise 
thousands of parolees and conditional releasees. 

The present maximum rate of compensation of members of this 
Board, which is $13,970, is inadequate and not commensurate with 
the duties and responsibilities assumed. This is particularly true when 
considered in relation to the compensation provided for members of 
other more or less comparable boards and commissions which were 
accorded substantial salary increases by the Federal Executive Pay 
Act of 1956 (70 Stat. 736, 738-739). 

Accordingly, I enclose for your consideration and appropriate 
reference, legislation to increase the annual basic salary of the members 
of the Board of Parole to $19,000. 

The Bureau of the Budget has advised that.there is no objection to 
the submission of this recommendation. 

Sincerely, 
—_—— ———., Attorney General 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 





COMPENSATION OF MEMBERS OF BOARD OF PAROLE 


Sxection 4201 or Tire 18 or tHe Unitep States Cops 


§ 4201. Board of Parole; members; salaries. 

There is hereby created in the Department of Justice a Board of 
Parole to consist of eight members to be appointed by the President, 
by and with the advice and consent of the Senate. [The salary of 
each member of the Board shall be fixed in accordance with the 
Classification Act of 1923, as amended, and any Acts supplementary 
thereto or in substitution therefor.] The annual rate of basic com- 
pensation of each member of the Board shall be $17,500. 


O 
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PARTICIPATION OF THE UNITED STATES IN THE 
INTERNATIONAL CRIMINAL POLICE ORGANIZATION 


Aveust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Wix.1s, from the Committee on the Judiciary, submitted the 
i N Rs... 

following OF MICHIGAN 

REPORT SEP § 


[To accompany H. R. 13354] 


185 
MAIN 
READING ROOM 

The Committee on the Judiciary, to whom was referred the bill 
(H. R. 13354) to amend the act of June 10, 1938, relating to partici- 
pation by the United States in the International Criminal Police 
Organization, having considered the same, report favorably thereon 
with amendment and recommend that the bill do pass. 

The amendment is as follows: 

On page 1, line 12, add the following sentence before the quotation 
marks: 

The total dues to be paid for the membership of the United 
States may not exceed $25,000 per annum. 


EXPLANATION OF AMENDMENT 


It was decided to put a limitation on the amount of money which 
may be expended for membership in this organization. The com- 
mittee feels that $25,000 yearly is a nominal amount for the services 
rendered by the International Criminal Police Organization. 


PURPOSE 


The purpose of this legislation is to enable the Treasury Department 
and other agencies of the Government to participate in United States 
representation in the International Criminal Police Organization. 
This legislation is the result of an executive communication from the 
Department of the Treasury. The Department of Justice is in com- 
plete accord with its purpose and upon its enactment it is the intention 
of the Attorney General to designate initially the Treasury Depart- 
ment to participate in the work of this organization. 
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STATEMENT 


It may be well at the outset to point out that this legislation does 
not initiate a new law but simply expands a 1938 act (act of June 10, 
1938; 52 Stat. 640) which presently authorizes only the Attorney 
General to accept and maintain on behalf of the United States mem- 
bership in the International Criminal Police Organization (regularly 
referred to as “Interpol’’). The proposed legislation would amend 
that act and authorize the Attorney General to ‘designate’ other 
departments and agencies of the United States to participate in the 
United States representation with the organization. It would also 
remove the present $1,500 limitation. Under this legislation, the 
cost of membership would be paid by the participating departments 
and agencies on a pro rata basis to be determined by the Attorney 
General. It is presently anticipated that the total dues will be 
approximately $11,000 per year. 


INTERNATIONAL CRIMINAL POLICE ORGANIZATION (INTERPOL) 


This Organization had its genesis with European police agencies. 
From its organization in 1923 until World War II its headquarters 
were in Austria, where there was a great interest in scientific and 
professional police work. During World War II its activities were 
disbanded. In 1946 the inspector general of the Belgian Ministry of 
Justice undertook to reactivate the Organization, and its head- 
quarters were transferred to Paris. The United States at this time 
was a participant in the reactivation of Interpol. On December 31, 
1950, the United States, through the Federal Bureau of Investigation, 
withdrew its membership. The Treasury Department was advised 
by that Bureau that the reason for its withdrawal was that it received 
little benefit from the Organization because of the nature of the 
Bureau’s investigative jur isdiction. 

The Treasury Department’s informal affiliation with Interpol com- 
menced in 1951, at which time it was beset with many problems 
requiring international police cooperation. The overwhelming one 
was the international traffic in illicit narcotics. Also very important 
was counterfeiting and distribution of American currency abroad and 
the international illicit traffic in gold and diamonds. In the Treasury 
campaign against narcotics and other international problems it has 
been demonstrated that the most effective way to insure prompt 
attention and action is to send American agents abroad to collaborate 
with foreign police on their own ground. A rather intensive program 
has been carried on in this manner, and it has been a remarkably 
effective police operation. American relationship with Interpol has 
been the bridge to this collaboration. It is quite obvious that the 
maiter of sending agents to foreign countries is a most delicate 
arrangement. Through Interpol membership American agents, instead 
of appearing as obirusive outsiders, would be working as fellow mem- 
bers of a recognized organization. As a matter of course they would 
be entitled to such information as the Organization would gather. 
As a maiter of corivy they «ould receive such official and unofficial 
assistance and cour \eay as our European contemporaries could give. 

Since its reaciivation in 1946, the membership of Interpol has 
continually increased to the point where now virtually all free world 
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countries are members. The present lack of formal membership on 
the part of the United States has been a source of embarrassment 
and could seriously jeopardize our relationships with the various 
member agencies. 

Interpol maintains a secretariat in Paris, with a staff of experts in 
various enforcement fields. These experts furnish member police 
agencies with studies, reports, and intelligence on the activities of 
various individuals and groups who are engaged in international 
criminal operations. In addition, they maintain complete identifica- 
tion files, fingerprints, photographs, etc., on known criminals. At 
the request of tekiée agencies they will also assist in the location and 
surveillance of individuals by soliciting the aid of the various member 
agencies. With our limited American force overseas the Treasury 
frequently requests such assistance. It is quite clear that the informa- 
tion and assistance furnished by Interpol far outweighs the cost of 
membership. The Organization also maintains a network of radio 
and teletype facilities operated from Paris, and publishes a quarterly 
scholarly review of criminology. 

The legislation requested does not involve any immediate expendi- 
ture by the Treasury, since our dues will not be payable until the fiscal 
year 1960. 

EXECUTIVE COMMUNICATIONS 


The following communications favoring the enactment of this 
legislation were received from the Department of the Treasury and 
the Department of Justice 

JUNE 30, 1958. 
The SPEAKER OF THE Houss or REPRESENTATIVES. 

Sir: There is transmitted herewith a draft of proposed legislation, 
entitled ‘‘To amend the act of June 10, 1938, relating to participation 
by the United States in the International Criminal Police Organiza- 
tion’”’ together with an explanatory memorandum and a comparative 
print. 

The act of June 30, 1938 (ch. 335, 52 Stat. 640), authorizes the 
Attorney General to accept and maintain, on behalf of the United 
States, membership in the International Criminal Police Commission 
(now International Criminal Police Organization) and to incur the 
necessary expenses therefor not to exceed $1,500 per annum. The 
proposed legislation would amend that act to authorize the Attorney 
General to “designate the departments and agencies of the United 
States which may participate in the United States representation with 
the Organization and to remove the $1,500 limitation. Under the 
amendment, the cost of membership would be paid by the participat- 
ing departments and agencies on a pro rata basis to be determined by 
the Attorney General. 

The Treasury Department is proposing this amendment since it 
believes that participation by the Department in the International 
Criminal Police Organization (Interpol) is of the utmost importance 
in the carrying out of its heavy international law-enforcement re- 
sponsibilities. The attached memorandum describes in greater detail 
= activities ot Interpol and the Treasury Department’s interest 
therein. 
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The Attorney General has been consulted in connection with this 
amendment and has agreed that he will designate the Treasury De- 
partment to participate. 

It is respectfully requested that you lay the proposed bill before the 
of Representatives. A similar proposed bill has been sent to the 
President of the Senate. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this proposed legislation 
to the Congress. 

Very truly yours, 
(Signed) Frep C. Scrisner, JR., 
Secretary of the Treasury. 


JuLy 30, 1958. 
Hon. EmManvet Creer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in reference to the bill H. R. 13354 
to amend the act of June 10, 1938, relating to participation by the 
United States in the International Criminal Police Organization, 
which was introduced by you on July 10 and referred to your com- 
mittee for consideration. 

This legislation, as you know, was proposed by the Treasury De- 
partment and was drafted as a result of the joint efforts of representa- 
tive of that Department and representative of the Department of 
Justice. The purpose of the legislation is to enable the Treasury 
Department and other agencies of the Government to participate in 
United States representation in the International Criminal Police 
Organization. 

The Department of Justice is in complete accord with the purpose 
of this legislation, and upon its enactment it is the intention of the 
Attorney General to designate initially the Treasury Department to 
participate in the work of this Organization. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
JoHN R. SHENEMAN, 
Assistant Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italic. The last sentence sets forth the committee amendment. 
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Act of June 10, 1938, c. 335, 52 Stat. 640 (22 U. S. C. 263a) 


That the Attorney General is hereby authorized to accept and 
maintain, on behalf of the United States, membership in the Inter- 
national Criminal Police [Commission] Organization, [and to incur 
the necessary expenses therefor not to exceed $1,500 per annum.] 
and to designate any Departments and agencies which may participate in 
the United States representation with that Organization. Each partici- 
pating Department and agency is authorized to pay its pro rata share, as 
determined by the Attorney General, of the expenses of the membership. 
The total dues to be paid for the membership of the United States may not 
exceed $25,000 per annum. 0 
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Mr. Cruiser, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H, J, Res. 424] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the joint resolution 
(H. J. Res. 424) to improve the administration of justice authorizing 
the Judicial Conference of the United States to establish institutes 
and joint councils on sentencing, to provide additional methods of 
sentencing, and for other purposes, having met, after fuil and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

hat the House recede from its disagreement to the amendments 
of the Senate numbered 1, 2, 3, 4, and 5, and agree to the same. 


EMANUEL CELLER, 
E. E. Wriuis, 
WituaM M. Tuck, 
KENNETH B. KEATING, 
WitiraM C. Cramer, 
Managers on the Part of the House. 
JosEepH C. O’MAHONEY, 
Tuos. C. Henninos, Jr., 
Roman L. Hruska, 
Managers of the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the joint resolution (H. J. Res. 424) to improve the administration 
of justice authorizing the Judicial Conference of the United States to 
establish institutes and joint councils on sentencing, to provide 
additional methods of sentencing, and for other purposes, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying 
conference report: 

The Senate amendments to the instant joint resolution (H. J. Res. 
424) restore the additional sentencing procedures which were embodied 
in section 3 of the resolution as it was introduced and as it was favor- 
ably reported by the House Committee on the Judiciary. This 
section provides the chief means by which the judiciary and the 
executive branches can coordinate efforts to protect the public by 
formulating sentences which carry out more fully the purposes of 
deterrence, incapacitation, and reformation. 

The purpose of the principal Senate amendment (sec. 3) is to provide 
the court with optional procedures which will enable it to impose 
sentences indeterminate in nature. This will permit the court, at its 
discretion, to share with the executive branch responsibility for deter- 
mining how long a period a prisoner should actually serve. The court 
will be authorized to impose a term of imprisonment either under the 
existing definite sentencing system, or fix the maximum term of the 
sentence and (1) direct that the prisoner shall be eligible for parole at 
any time up to one-third this maximum, as now provided by law, or 
(2) specify that the Board of Parole shall decide when the prisoner 
will be considered for parole. In other words, if a court is so disposed, 
it may give the Parole Board greater latitude in a particular case or, 
if it is not so inclined, may follow the present sentencing system. 

This section will also permit the court, in particularly complex 
cases, to commit the defendant to the Attorney General for a 3- to 
6-month period for study and observation. After the court receives 
a summary of the Attorney General’s findings it may impose final 
sentence under any applicable statute. The net result of this pro- 
vision is to extend to a maximum period of 6 months in selected cases 
the court’s power to modify the sentence, now restricted to 60 days 
under rule 35, Federal Rules of Criminal Procedure (18 U. 8. C., 
ch. 237). 

This section will further authorize the Board of Parole to promulgate 
rules and regulations for the supervision, discharge from supervision, 
or recommitment of paroled prisoners. The Board now controls such 
matters and this section merely spells out in detail its authorization 
to make regulations covering them. 

The proposed amendment, together with the other provisions of 
House Joint Resolution 424, represent the product of many years of 
study by judicial law, and administrative groups and by other per- 
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sons associated with the administration of criminal justice and of the 
problem of sentence disparities. The proposals embodied in the 
legislation, including the Senate amendment, have the support of 
the Judicial Conference of the United States, the American Bar 
Association, the Federal Advisory Corrections Council, the American 
Correctional Association, and the National Probational and Parole 
Association. The Department of Justice also recommends the pro- 
posed legislation, as amended by the Senate, except for the one 
provision in regard to the Federal Youth Corrections Act. 

It should be emphasized that. the provisions of the proposed legis- 
Jation, including the Senate amendments, do not embody a softening 
of criminal penalties. Testimony submitted at the hearing on this 
legislation disclosed that terms served under indeterminate sentences 
average longer than do terms under the fixed system. 


EMANUEL CELLER, 

E. E. Wi11s, 

Wiuuiam M. Tuck, 

Kennetu B. Keatina, 

Wiuuiam C. Cramer, 
Managers on the Part of the House. 


O 
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PROCEEDINGS AGAINST BERNARD GOLDFINE 


Aveust 13 (legislative day, Aucust 12), 1958.—Ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign 
Commerce, submitted the following OF mI CHGA z 
REPORT SEP 9 


CITING BERNARD GOLDFINE MAIN 
READING ROOM 
The Special Subcommittee on Legislative Oversight of the Com 
mittee on Interstate and Foreign Commerce, as created and authorized 
by the House of Representatives under House Resolution 99, as 
amended by House Resolution 197 and House Resolution 316 of the 
85th Congress, caused to be issued a subpena to Bernard Goldfine to 
be and appear before said Subcommittee on Legislative Oversight, of 
which the Honorable Oren Harris is chairman on July 11, 1958, at 
10 a. m., in room 362, House Office Building, Washington, D. C., then 
and there to testify touching matters of inquiry committed to said 
Subcommittee, and not to depart without leave of said Subcommittee. 


The subpena served on the said Bernard Goldfine is set forth in words 
and figures as follows: 


By AvuTHority oF THE Hous or REPRESENTATIVES OF THE 
CoNnGRESS OF THE UNrITED States or AMERICA 


To U.S. Marshal, 4th and Constitution Avenue NW., Wash- 
ington, D. C. 
You are hereby commanded to summon: 

Bernard Goldfine 

(Temporary Address) Statler Hotel 

16th and K Streets NW. 

Washington, D. C. 
to be and appear before the Special Subcommittee on Legisla- 
tive Oversight (vested under authority of House Resolution 
99, 85th Congress) of the Interstate and Foreign Commerce 
Committee of the House of Representatives of the United 
States, of which Committee and Subcommittee the Hon. 
Oren Harris, M. C., is Chairman, in their chamber in the city 
of Washington, in Room 362, Old House Office Building, on 
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July 11,1958, at the hour of 10 a. m., then and there to testify 
touching matters of inquiry committed to said Subcommittee; 
and he is not to depart without leave of said Subcommittee. 

Herein fail not, and make return of this summons. 

Witness my hand and the seal of the House of Representa- 
tives of the United States, at the city of Washington, this 10th 
day of July 1958. 

Oren Harris, Chairman. 
Attest: 
Raupu R. Roperts, Clerk. | 


The said subpena was duly served as appears by the return made | 
thereon by the Deputy United States marshal, who was duly author- 
ized to serve the said subpena. The return of the service by the 
said deputy United States marshal being endorsed thereon, is set 
forth in words and figures as follows: 


Served: Bernard -Goldfine 
Personally 
July 11, 1958 
Caruiton G. Breauu, United States Marshal. 
By Joun L. Sutuivan, Deputy United States Marshal. 


The said Bernard Goldfine, pursuant to the said subpena, and in 
compliance therewith, appeared before the subcommittee on July 11, 
1958, to give such testimony as required under and by virtue of 
House Resolution 99, as amended by House Resolution 197 and 
House Resolution 316 of the 85th Congress. The said Bernard 


Goldfine having appeared as a witness and having been asked the 
questions, namely: 


1. Mr. Goldfine, you were sufficiently familiar with the 
internal affairs of Boston Port Development Co. in 1947 to 
know that its cash position would permit the withdrawal by 
you of $20,000 in cash, allegedly as commissions, and for a 
like amount by Mr. W. J. McDonald, a director of Boston 
Port Development Co., for which checks in those amounts 
were issued and for which your CPA reported supporting 
vouchers were not available. Is that correct? 

2. Mr. Goldfine, for what purported services were these 
payments of $20,000 to you and Mr. McDonald made? 

3. Were these checks authorized by the companies’ 
directors, or did you instruct your puppet officer, Miss 
Paperman, to issue these checks? 

4. Did you authorize Miss Paperman or sny other person 
to draw these checks to the persons named in this schedule 
(schedule B)? 

5. Now, Mr. Goldfine, is it not a fact that you were suffi- 
ciently familiar with the Boston Port Development internal 
affairs to tap the till in 1945 to 1954 for a total of $104,973 
for which you gave your personal notes aggregating $79,750 
and owed an open amount of $25,223? 

6. Were these cash withdrawals authorized by the Boston 
Port Development Co.’s board of directors, or did you in- 
struct Miss Paperman to make the cash advances to you? 

7. Now, with respect to the notes, Mr. Goldfine, for what 
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reason did you and Mr. W. J. MeDonald make withdrawals 
of cash in like amounts on the same dates, and I will mention 
the dates. On July 24, 1945, you withdrew $5,000 for which 
you gave anote. Mr. McDonald on the same day withdrew 
$5,000 for which he gave a note, 

On July 27 you withdrew $1,500 for which you gave a 
note, and on the same day Mr. McDonald withdrew $1,500 
for which he gave a note. On August 17 you withdrew 
$2,000 and Mr. McDonald on the same day withdrew $2,000 
for which he gave a note. On September 22 you withdrew 
$2,500 for which, you gave a note and Mr. McDonald 
withdrew $2,500 for which he gave a note. On October 17 
you withdrew $1,500 for which you gave a note and on the 
same day Mr. McDonald withdrew $1,500 for which he gave 
a note. On November 6 you withdrew $1,500 for whieh you 
gave a note and on the same day Mr. McDonald withdrew 
$1,500 for which he gave a note. On November 21 you 
withdrew $1,000 for hte you gave a note and Mr. Mc- 
Donald withdrew $1,000 for which he gave a note. And 
during this period that I have just read from July 24 to 
November 21, 1945, you withdrew $15,000 for which you 
gave notes and Mr. McDonald during the same period also 
withdrew $15,000 for which he gave notes. 

Now, what was the reason for the withdrawal of these 
like amounts on the same dates? 

8. Now, Mr. Goldfine, we come to withdrawals and notes 
of you and Mr. McDonald in 1946. I will read these with- 
drawals and notes, and, at conclusion, ask you certain 
questions about them. 

From the report of the Boston Port Development CPA, 
which is already in evidence, it appears that in 1946, on May 
13, you withdrew $5,000 for which a note was given to Boston 
Port Development. And on the same day Mr. W. J. Mc- 
Donald withdrew $10,000 for which he gave a note. On 
June 28 you withdrew $15,000 for which you gave a note, 
and Mr. McDonald withdrew $15,000 for which he gave a 
note. On October 4 you withdrew $2,500 for which you gave 
a note, and Mr. McDonald on the same day withdrew $2,500 
for which he gave a note. On October 19 you withdrew 
$2,500 for which you gave a note, and on the same day Mr, 
McDonald withdrew $2,500 for which he gave a note. On 
November 6 you withdrew $12,000 for which you gave a 
note, and on the same day Mr. McDonald withdrew $12,000 
for which he gave a note. On December 6 you withdrew 
$2,000 for which you gave a note, and Mr. McDonald with- 
drew $2,000 for which he gave a note. 

During this period, from May 13, 1946, to December 6, 
1946, the total of the amounts withdrawn by you for which 
notes were given to Boston Port Development Co. appears 
to be $39,000 and the total amount withdrawn for which 
notes were given by Mr. McDonald during the same period 
was $44,000. 

I would like to ask were these cash withdrawals author- 
ized by the Boston Port Development Co. board of directors, 
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or did you instruct Miss Paperman to make cash advances 
to you? 

6. Again, Mr. Goldfine, I am coming to the year 1947, 
and I will read you data taken from the report of, the CPA, 
already in evidence, and, at the conclusion, will again ask 
you questions. 

In 1947, on January 15, you withdrew $3,750 for which 

ou gave a note, and on the same day Mr. McDonald did 
fiviberias: On February 11 you withdrew $5,000 and gave a 
note, and Mr. McDonald did likewise. On March 18 you 
withdrew $1,500 for which you gave a note, and Mr. Mc- 
Donald did likewise. On April 12 you withdrew $500 for 
which you gave a note, and Mr. McDonald did likewise. 
On May 9 you withdrew $3,750 for which you gave a note, 
and Mr. McDonald did likewise. On May 9 you withdrew 
$5,000 for which you gave a note, and Mr. McDonald did 
likewise. 

On November 14, you withdrew $2,500 for which you gave 
a note and on the same day Mr. McDonald did likewise. 

Now, the total of these withdrawals and notes for you 
during that period was $22,000 and likewise the same 
total applied to Mr. McDonald. 

Again I ask you whether these cash withdrawals were 
authorized by the directors of the Boston Port Development 
Co. or did you instruct Miss Paperman to make the cash 
advances to you? 

10. We come now to the year 1948. On June 22, 1948, 
you withdrew $3,750 from the Boston Port Development 
Co. for which you gave a note and on the same day Mr. 
McDonald did likewise. 

During the period July 24, 1945, to June 22, 1948, it 
appears that the total notes covering the cash withdrawn by 
you from Boston Port Development Co. was $79,750 and 
for Mr. McDonald during the same period, $84,750. 

Is it not a fact that there was also an account receivable 
on the books of Boston Port Development Co. from you at 
December 31, 1954, in the amount of $25,223, so that, taking 
the total notes of $79,750 and the account receivable from 
you in the amount of $25,223, you owed the company as at 
December 31, 1954, $104,973. Is that correct? 

11. Before pressing the question of relevancy, I would 
like to ask this question: Were these withdrawals in the 
amount of $104,973 authorized by the board of directors of 
the Boston Port Development Co. or did you instruct Miss 
Paperman to make these advances to you? 

12. Mr. Goldfine, on September 28, 1956, you testified 
before the SEC that certain notes owed Boston Port Develop- 
ment Co. by Mr. W. R. Scudder in the amount of $24,300 
were given by him during 1950 to 1954 against a $100 a 
week tentative compensation paid him and that “there hasn’t 
been any adjustment at the present moment, but quite a lot 
of money is coming to him.”’ Did you so testify on Septem- 
ber 28, 1956, before the Securities and Exchange Commission? 

13. Mr. Goldfine, is it a fact that during the next 2 years 
after December 31, 1954, Mr. Scudder continued to give 
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notes of $100 a week so that at December 31, 1956, there 
were held by the company notes of Scudder in the amount 
of $34,700? 

14. Mr. Goldfine, is it not a fact that as at December 31, 
1954, the Boston Port Development Co. held notes of Mr. 
J. S. Connors aggregating $30,500, and that on a loan re- 
ceivable from Mr. Connors he owed $5,000, making a total 
as at December 31, 1954, owing to Boston Port Development 
Co. of $35,500? Is that correct? 

15. Were any of these Connors cash advances to him 
authorized by the board of directors of the Boston Port 
Development Co.? 

16. Mr. Goldfine, as at December 31, 1954, it is a fact that 
Mr. S. W. Chase owed Boston Port Development Co. $13,000 
on notes; is that a fact? 

17. Isita fact, Mr. Goldfine, that as of December 31, 1954, 
S. W. Chase owed Boston Port Development Co. $13,000 in 
notes? 

18. Mr. Goldfine, were these notes authorized by the 
board of directors of Boston Port Development Co. for the 
cash advances for these notes? 

19. Mr. Goldfine, was this cash advance of $30,200 to 
Chase Bros. authorized by the board of directors of the 
Boston Port Development Co.? 

20. Now, Mr. Goldfine, is it a fact that no effort whatso- 
ever was ever made by Boston Port Development Co. or any 
of its employees or officefs to collect any of these notes or 
accounts receivable? 

21. Mr. Goldfine, is it a fact that approximately $68,000 
of accrued interest on a $500,000 third mortgage held by 
Boston Port Development Co. on a building owned by you 
through Little Building Trust, Inc., was written off as un- 
collectible by Boston Port Development Co.? Is that 
correct? 

22. Was the abatement of $67,833 interest authorized by 
the board of directors of Boston Port Development Co.? 


which questions were pertinent to the subject under inquiry, refused 
to answer said questions and, as a result of said Bernard Goldfine’s 
refusal to answer the aforesaid questions, the subcommittee was 
prevented from receiving testimony and information concerning mat- 
ters committed to said subcommittee in accordance with the terms of 
the subpena served upon Bernard Goldfine. 

The record of the proceedings before the subcommittee during which 
Bernard Goldfine refused to answer the aforesaid questions, pertinent 
to the subject under inquiry, is set forth in fact as follows: 


Unrrep States Houst or REPRESENTATIVES, 
SpecIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 


PUBLIC HEARING 


The Special Subcommittee on Legislative Oversight of the Com- 
mittee on Interstate and Foreign Commerce met pursuant to call, at 
10 a. m., on July 10, 1958, and July 11, 1958, in.room 362, Old House 
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Office Building, Washington, D. C., Hon. Oren Harris (chairman of 
the subcommittee) presiding. 

Committee members present on July 10, 1958: Representatives 
Harris, Williams, Mack, Flynt, Moss, O’Hara, Hale, and Bennett, 
and Robert W. Lishman, counsel to the subcommittee. 

Committee members present on July 11, 1958: Representatives 
Harris, Williams, Mack, Flynt, Moss, O’Hara, Hale, and Bennett, 
and Robert W. Lishman, counsel to the subcommittee. 

Because of the foregoing, the said subcommittee was deprived of 
answers to material and pertinent questions propounded to the said 
Bernard Goldfine, relative to the subject matter under House Resolu- 
tion 99, as amended by House Resolution 197 and House Resolution 
316 of the 85th Congress, the said subcommittee was instructed to 
investigate, and the refusal of the witness to answer the questions, 
which questions were material and pertinent to the subject under 
inquiry, is a violation of the subpena under which the witness ap- 
peared, and his refusals to answer the aforesaid questions deprived 
your subcommittee of necessary, material and pertinent testimony 
and places the said witness in contempt of the House of Representa- 
tives of the United States. 


TESTIMONY OF BERNARD GOLDFINE, JuLy 10, 1958, AccOMPANIED 
BY CounsEL, SAMUEL P. Snuars, Esq.; Lawrence R. Conen, Esq.; 
Lester Lazarus, Esq.; Roger Ross, Esq.; Wini1am A. Porter, 
Esq.; AND Miss MILprRED PAPERMAN 


Mr. Lisuman. Now, Mr. Goldfine, on page 17 of your statement to 
the committee on Wednesday, July 2, you stated with respect to 
these companics: ‘TI paid very little attention to their internal affairs.” 

Mr. Sears. Where is that page? 

Mr. LisoMan. Page 17. 

Mr. Gouprine. How far down is it, Mr. Lishman? 

Mr. LisHMAN. It is about half way down the page. 

Mr. Sears. Are you reading from the mimeographed copy? 

Mr. Lisuman. Yes, sir. I will give vou the mimeographed copy 
and mark it for you. 

Mr. Sears. I have it here. How does the paragraph begin? 

Mr. LisHMAN (reading) : 

I have never been an officer of director of either of these companies, and I paid 
very little attention to their internal affairs. 

Mr. Gouprine. That is correct. 

Mr. Lisoman. Now, Mr. Goldfine, you were sufficiently familiar 
with the internal affairs of the Boston Port Development Co. in 1947 
to know that its cash position would permit the withdrawal by you 
of $20,000 cash allegedly as commissions and for a like amount by 
Mr. W. J. McDonald, a director of Boston Port Development Co., 
for which checks in those amounts were issued and for which your 
own CPA, certified public accountant, reported that supporting 
vouchers were not available. Is that correct? 

Mr. Gouprinez. I respectfully decline to answer the question be- 
cause it is not pertinent or relevant to the matters which this sub- 
committee is presently investigating or about which it is authorized 
to inquire. 
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Mr. Lisuman. Mr. Chairman, we are in a situation where this is of 
the utmost relevancy and pertinency. We are dealing with a situa- 
tion where the East Boston Co. and the Boston Port Development 
Co. defied the Securities and Exchange Commission for a period of 
more than 8 years and information that should have been furnished 
to the Commission was not furnished in time to prevent minority 
stockholders from being victimized. 

Now, I submit this is utterly relevant. 

Mr. Bennerr. Mr. Chairman, may I be heard? 

The CuarrMan. May I inquire what is the date that you refer to 
with reference to the $20,000 withdrawal? 

Mr. LisumMan. 1947, December 22. 

The CHarrMAn. 1947? 

Mr. LisHMan. Yes, sir. 

Mr. Bennett. Mr. Chairman, may I be heard as to the relevancy 
of this question for a moment? 

The Cnarrman. Yes. 

Mr. Gouprine. Mr. Chairman, I would like to say one word, 
if I can. 

Mr. Bennett. He refused to answer the question. 

The CHarrMan. Just a minute. 

Mr. Gouprine. There was no stockholder victimized. When he 
talked victimized, I didn’t know what he is talking about. 

The CuarrMaAn. Do you understand the question that was asked? 

Mr. Goutprine. Well, I knew what I was asked and I have answered 
that question but I didn’t think any one was victimized. 

The CHarrMan. You have not answered the question. 

Mr. Gouprine. I did in this here. 

The CHarrmMan. That is no answer. 

Did you understand the question asked by the counsel with refer- 
ence to the $20,000 withdrawal which was for certain purposes, and 
I assume legitimate, by you and Mr. McDonald? Did you under- 
stand that question? 

Mr. Gotprine. I understood that question. Yes, Mr. Harris. 

The CHarrmMan. But you still decline to answer that question? 

Mr. Gouprine. I still decline to answer the questions. 

Mr. Sears. I might 

The CHarrMANn. Just a minute, Mr. Sears. 

I read the rule the other day. You may advise your client as the 
rules provide. 

Mr. Snars. I would like to address the Chair in the interest of 
saving time here, maybe. 

The CHarrmMan. If you can save time, we would welcome it. 

Mr. Sears. I can save a lot of time, I think. 

We have given this matter of the internal affairs of the East Boston 
Co. and Boston Port great consideration and study and we have 
advised Mr. Goldfine that the internal affairs of the East Boston and 
Boston Port is no concern of this committee. We are here ready to 
answer any and all questions relative to the failure to file promptl 
10—-K reports and it is our opinion, and we have so advised Mr. Gold. 
fine, that that is all this committee can inquire into under the reso- 
lution in this case. So that may curtail a great many questions. 

The CHarrMan. Well, that is your opinion. You can raise the 
question of relevancy any time you desire. 
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Mr. Sears. Exactly. 

The Cuarrman. It is the purpose and the responsibility of the 
committee to make that determination. 

Mr. Szars. At this point, yes. 

The CuarrMan. At any point. ; 

Mr. Sears. I beg your pardon. There are other tribunals that may 
decide that. 

The CHarrmMan. We will reach that when we get to it. Will you 
repeat the question that Mr. Lisnman asked? I am not sure that 
either Mr. Sears or Mr. Goldfine understood it. 

(Record read.) 

(The witness confers with his counsel.) 

Mr. Gouprine. I understood the question and I stand on my 
answer. 

Mr. Lisoman. Mr. Chairman. 

The CuarrmMan. What page were you referring to from his state- 
ment? 

Mr. LisHMAN. Page 17 in the middle of the page. 

Mr. Chairman, I would point out that Mr. Goldfine himself in his 
statement has made this question relevant. He has made a definite 
statement under oath that he paid very little attention to the internal 
affairs of these companies but he knew enough about their internal 
affairs to know that they were in sufficiently strong cash position to 
allow him and his associate, Mr. McDonald, to withdraw $20,000 in 
cash for which his own auditor reports there were no supporting 
vouchers. 

Mr. Bennett. Mr. Chairman, I would like to be heard on the 
question of relevancy. I think the question is relevant and I would 
like to add for the record a further argument as to its relevancy, if I 
may, at this time. 

The CuHarrman. Well, first I think we had better make it very 
clear that Mr. Goldfine included in his statement on page 17, “I have 
never been an offier or director of either of these companies, and I 
paid very little attention to their internal affairs.” 

As I understand the counsel has asked a question about that state- 
ment and you have refused to answer that question. 

Mr. Gotpring. That is correct, Mr. Chairman. 

The Cuarrman. The Chair would have to hold that it is a relevant 
question. It is pertinent to this investigation. It is a question about 
your own statement which you made. 

Now, Mr. Bennett, you may make any further statements that you 
desire. 

Mr. Bennett. The Chair has ruled that the question is relevant 
and is going to require the witness to answer it. Is that my under- 
standing? 

The CHarrman. Of course, the Chair can only request that the 
witness answer the question which the Chair feels is relevant. 

If it is refused, the committee will have to make the decision as to 
what further action it will have to take. 
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STATEMENT BY THE CHAIRMAN, JuLy 11, 1958, ExpLaInIne TO 
Witness, BERNARD GOLDFINE, RELEVANCY AND PERTINENCY OF 
THE QUESTIONS 


The CuarrMan. The Chair feels that it is necessary, for the record 
also, to make a statement at this point, a statement concerning the 
relevancy and the pertinency of the questions propounded to Mr. 
Goldfine by the counsel and members of this committee, and questions 
to be propounded in connection with this investigation for the pur- 
poses just stated, and that is to assist the committee in its considera- 
tion of legislation under its jurisdiction and laws to be passed on by 
the committee. 

This statement is concerning relevancy and pertinency addressed 
to Mr. Bernard Goldfine today, July 11, 1958. 

Mr. Goldfine, at the hearing before the subcommittee on July 10, 
1958, you refused on the grounds of relevancy and pertinency to 
answer a question concerning your knowledge of the cash position of 
the Boston Port Development Co. in 1947, that it was able to issue 
a check for $20,000 to you, one in the same amount to Mr. W. J. 
McDonald and that, according to the report of the Boston Port De- 
velopment Co.’s auditor, dated March 22, 1956, as of December 31, 
1954, filed with the SEC, as result of a Federal court order of July 13, 
1955, and requirements of the SEC, there were no vouchers available 
for each of these $20,000 checks. 

According to your testimony you were in 1946 and at the present 
time the majority stockholder in the East Boston Co. You are also 
majority stockholder in the controlled subsidiary. 


In your testimony of July 2, 1958, before this subcommittee, you 
stated, and I quote: 


I have never been an officer or director of either of these companies, and I paid 
very little attention to their internal affairs. 

Before propounding to you further questions concerning the East 
Boston Co. and its controlled subsidiary, Boston Port Development 
Co., I am obliged under the decision of the Supreme Court in Watkins 
v. The United States, to state for the record the subject now under 
inquiry and the manner in which the questions to be propounded are 
pertinent thereto. I am also obliged to explain and describe what the 
topic under inquiry is and the reason why these questions relate to it. 

The subjects under inquiry and study by the subcommittee are, 
among other things— 

(a) The Securities Act of 1933, as amended; 

(b) The Securities and Exchange Act of 1934, as amended; 

(c) The rules and regulations issued by said Commission; 

(dq) The administration and enforcement of the law and regu- 
lations by the Commission; 

(e) The necessity or desirability of additional or remedial 
legislation for the protection of the public generally and of the 
minority stockholders in particular; 

(f) The necessity or desirability of additional or remedial 
legislation to prevent a majority stockholder by means of sub- 


H. Rept. 2580, 85-2——-2 
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servient or dummy officers and directors from milking a registered 
company and its controlled subsidiary of their income and assets. 
(g) Whether the SEC is administering the statutes in accord- 
ance with the intent of the Congress expressed therein. 
The subcommittee’s jurisdiction is provided in House Resolutions 
99 and 191, 85th Congress, 1st session. 
Resolution 99 provides in part: 


That effective from January 3, 1957, the Committee on Interstate and Foreign 
Commerce may make investigations and studies into matters within its jurisdic- 
tion, including the following: 

[Paragraph (13)] The administration and enforcement by departments and 
agencies of the Government of provisions of law relating to subjects which are 
within the jurisdiction of such committee: Provided, That the committee shall 
not undertake any investigation of any subject which is being investigated by 
any other standing committee of the House. 

For the purposes of such investigations and studies the committee, or any 
subcommittee thereof, may sit and act during the present Congress at such times 
and places within or outside the United States, whether the House is in session, 
has recessed, or has adjourned, to hold such hearings and to require, by subpena 
or otherwise, the attendance and testimony of such witnesses and the production 
of such books, records, correspondence, memorandums, papers, and documents, 
as it deems necessary. Subpenas may be issued under the signature of the chair- 
man of the committee or any member of the committee designated by him, and 
may be served by any person designated by such chairman or member. 

The committee may report to the House at any time during the present Congress 
the results of any investigation or study made under authority of this resolution, 
together with such recommend: — as it deems appropriate. Any such report 
shall be filed with the Clerk if the House is not in session. 


I should also like to read into the record paragraph 4 of Resolu- 
tion 99 wherein the committee’s work—duties, and responsibilities 
are to include inquiry into the— 

Adequacy of the protection to investors afforded by the disclosure and regula- 
tory provisions of the various securities acts. 

The subcommittee and its staff have been and are presently in- 
quiring into and studying the matters referred to in the foregoing 
paragraph, subsections (a). to (g), inclusive. The questions to be 
propounded to you are to obtain information required to enable the 
subcommittee to perform its statutory duties and responsibilities. 
The purpose of the questions is to elicit answers which will disclose 
any inadequacies in the securities acts, whether investors are now 
adequately protected by the disclosure and regulatory provisions of 
these acts and assist the subcommittee in presenting recommendations 
to Congress concerning additional legislation. 

There is a pattern of un scrupulous majority stockholder exploi- 
tation of the East Boston Co. and its controlled subsidiary, Boston 
Port Development Co., which requires exposure in order to enable the 
subcommittee to fulfill its statutory purposes and duties. 

The questions to be propounded to you, Mr. Goldfine, are not for 
the purpose of interfering with the legitimate internal-management 
affairs of Boston Port Development Co. The questions are for the 
purpose of ascertaining the nature and extent of certain evils which 
may very well require remedial legislation to protect the public 
interest. 

The subcommittee is in possession of data showing derelictions by 
you, Mr. Goldfine, as majority shockholder in the East Boston Co. 
and its controlled subsidiary, Boston Port Development Co., which 
have not been reached by Securities and Exchange Commission or 
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have not been adequately dealt with by the Commission. The ques- 
tions to be propounded to you will be based upon data in the pos- 
session of the subcommittee pertaining to the following matters: 

(1) Defiance of the SEC for a period of 8 years by refusing to file 
10-K reports for East Boston Co. and its subsidiary. Compliance 
resulted from an order of a Federal court. East Boston was fined 
$3,000. The court emphasized that if the company failed to file future 
reports as required, much rougher penalties would result. 

(2) Directors and officers of both of these companies were employees 
of other Bernard Goldfine companies; the treasurer of Boston Port, 
Miss Paperman, has testified before this subcommittee that she has 
been in his employ for 17 years and that, in effect, did only the bidding 
of Bernard Goldfine, ‘‘as he is the largest stockholder.” This witness 
was aptly characterized in Boston by a member of this subcommittee 
as a witness “with a very convenient memory.” 

Testimony before this subcommittee shows clearly that officers and 
directors of both companies are Goldfine puppets. The interests of 
minority stockholders were ignored. 

(3) Annual meetings of stockholders of either company have not 
been held during the past 10 years, nor were annual reports sent to 
stockholders. 

(4) During the 8-year period 1948-56 Mr. Goldfine was the only 
stockholder who had knowledge of East Boston’s activities; m fact, 
directed them. He owned or controlled 106,670 shares, or 71 percent 
of iis 150,000 shares of outstanding stock. His ownership of publicly 
held stock of its subsidiary—7,120 shares—-was 79 percent or 5,608 
shares. Ina single transaction, whereby, without obtaining consent 
of the administrator of the estate of a former president of East Boston, 
he acquired 1,500 shares of East Boston Co. common, 2,260 of Boston 
Port Dovslewes nt Co. common by paying some $35,000 to a Boston 
bank for the principal amount and interest thereon of notes against 
which these shares had been pledged as collateral. The $35,000 was 
equivalent to a price of $23.53 per share of East Boston Co. stock 
acquired. It was then quoted on the Boston Stock Exchange at 38 
cents bid, 80 cents asked—a maximum indicated market value of 
$1,898. However, the real purpose of this transaction was to acquire 
the 2,260 shares of Boston Port Development stock which was 32 per- 
cent of the 7,120 shares of its stock publicly held and which increased 
Goldfine’s holdings of this stock to 5,608 shares, or 79 percent thereof. 

A few months later, March 15, 1950, Strathmore Woolen Co., a 
Goldfine company, obtained a loan of $25,000 from a Boston bank 
and pledged the aforesaid stock as collateral. 

(5) In 1949 a $500,000 third mortgage held by Boston Port 
Development Co. on a building purportedly owned by a Goldfine 
enterprise, Little Building Trust, Inc., and on which accrued interest 
was $67,833, was exchanged for a second mortgage of like amount. 
The $68,000 of accrued interest was written off as uncollectible by 
Boston Port Development, which was equivalent to providing a like 
amount of income to Goldfine’s Little Building Trust. 

(6) A peculiar arrangement whereby an employee—W. R.Scudder— 
was paid $100 a week for which he simultaneously gave his note to 
Boston Port Development for a like amount; at December 31, 1956, 
these notes aggregated $34,700. Goldfine testified before the SEC 
in 1956 that there is “quite a lot of money owing to him” (Scudder); 
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if that be so, an estimate of the amount owing to Scudder should have 
been recorded on Boston Port Development’s books. 

(7) At January 1, 1956, the assessed value of land owned by 
Boston Port Development was $240,000, carrying value per books 
$505,000. Only Goldfine, as a stockholder, knows the current or 

otential value of this land, which might be the coveted object of 
is manipulations to freeze out minority stockholders. 

(8) The SEC was on notice by a C. P. A.’s report dated March 22, 
1956, filed with the 10-K of East Boston Co., that its accounting 
records were inaccurate and numerous questionable financial practices 
were cited therein. For example: 

(a) Failure to record proceeds of gale of land. 

(6) Payment to a former president of $8,400 of $10,000 pro- 
ceeds of sale of land, allegedly for expenses and commission; no 
voucher on file. 

(c) Disbursements aggregating over $25,000 by checks drawn 
to the order of ‘‘Cash’”’ for which no vouchers were available; 
such disbursements were charged as expenses. 

(d) Payment of $20,000 to Goldfine and a like amount to Mc- 
Donald, a former president of the company, allegedly as com- 
missions; no vouchers on file. 

(e) Disbursement of an additional $14,000 by checks payable 
to individuals and companies, for which no vouchers were avail- 
able. Included therein was a check for $1,750 issued to Miss 
M. Paperman, treasurer, charged to ‘Travel expenses.’ Miss 
Paperman testified she could not recall the trip or trips for which 
this money was allegedly spent. 

(9) Failure to attempt to collect on notes and accounts receivable 
of stockholders, officers and employees, most dated 1945-48 and 
aggregating $321,000; of these old notes and accounts $104,973 were 
debts of Goldfine. The C. P. A. deemed it necessary to set up a 
reserve for bad debts for all but $15,000 of the aforesaid items; the 
reserve included the entire amount owed by Goldfine—$104,973. 

It is obvious, furthermore, from the testimony before this subcom- 
mittee that the SEC’s staff has sole discretion as to when the Com- 
missioners are to be informed of delinquencies in filing 10—K reports 
and cases in which it appears misleading data has been filed. No 
periodic reports of such delinquencies are required to be submitted to 
the Commission. This is a major administrative weakness of the 
Commission and does not afford adequate protection to investors. 

It also appears from the testimony that in many important respects 
the Securities and Exchange Commission is not an independent regu- 
latory agency. The testimony shows it has subjected itself in certain 
of its important functions to the will of the executive department. 

Mr. Goldfine, you have voluntarily testified—on July 2, 1958— 
that you paid very little attention to the affairs of these companies. 
You have also voluntarily testified that you told Mr. Adams that the 
East Boston Co. was being given very harsh treatment by the SEC. 
There is testimony in the hearings before the subcommittee that the 
General Counsel of the SEC was thereafter called to the White House 
where he gave an oral report of the SEC proceedings against the 
East Boston Co. There is also evidence that the SEC withdrew a 
petition for the appointment of a receiver for the East Boston Co. 
Such voluntary testimony by you in the context of the facts already 
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of record appears to have brought you within the principle stated in 
Brown v. U.S. (356 U. S. 148, 155); namely, having testified thus far 
you cannot now refuse to permit cross-examination. 

The line of questions now to be asked you will, if truthfully answered 
show that, contrary to your previous testimony, you paid a great dea 
of attention to the affairs of the two companies; that you ran their 
affairs in complete disregard of anyone except yourself and that you 
caused to be appropriated company funds to yourself and your 
designees by means of notes and checks for which no vouchers are 
available. The evidence in the record shows that the SEC knew or 
should have known of these facts yet did nothing effectual about it. 
The effective remedy of receivership it withdrew and instead accepted 
a consent settlement of $3,000 ostensibly commensurate with the ex- 
penses incurred by the United States in prosecuting the East Boston 
Co. The facts already in the record demonstrate the need for reme- 
dial legislation to insure that the public and investors will be afforded 
reasonably adequate protection in this type of situation. The inves- 
tigatory and enforcement powers of the Sho require expansion. The 
subcommittee and its staff are studying and devising corrective legisla- 
tive proposals for submission to Congress. The answers to the ques- 
tions to be asked of you, by exposing the character and scope of what 
has occurred in the case of the East Boston Co. and its controlled 
subsidiary, will be of assistance to the subcommittee in formulating 
such legislative proposals. 

Now, Mr. Goldfine, please keep clearly in mind that the purpose of 
the questions now to be asked of you is not to interfere with the in- 
nal management affairs of the two companies, but is instead for the 
— of enabling the subcommittee to obtain information necessary 
or the performance of its investigatory and legislative duties and 
responsibilities. 

Mr. Szars. Mr. Chairman, I note you have been reading from what 
would appear to be a mimeographed statement. 

May we have copies? 

The CuarrmMan. You may have the copy that I have read from. 

Mr. Suars. I suppose some will be available. 


TESTIMONY OF BERNARD GOLDFINE, UNDER SuBPENA, JULY 11, 1958, 
ACCOMPANIED BY CouNSsEL, Rocer Ross, Esq.; Wim A. 
Porter, Esq.; Samuet P. Sxars, Esq.; Lawrence R. Couen, Esq.; 
AND Miss Minprep PaPpERMAN 


Mr. Lisuman. Mr. Goldfine, you were sufficiently familiar with the 
internal affairs of Boston Port Development Co. in 1947 to know that 
its cash position would permit the withdrawal by you of $20,000 in 
cash, allegedly as commissions, and for a like amount by Mr. W. J. 
McDonald, a director of Boston Port Development Co., for which 
checks in those amounts were issued and for which your C. P. A. 
reported supporting vouchers were not available. Is that correct? 

Mr. Goupring. Mr. Lishman, I respectfully decline to answer the 
question because it is not pertinent or relevant to the matters which 
this subcommittee is presently investigating or about which it is 
authorized to inquire. 

Also, it concerns matters which are presently in litigation and under 
judicial consideration. 
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Furthermore, it involves the internal affairs of a corporation with 
which this subcommittee is not concerned. 

Mr. Lisaman. Mr. Goldfine, you have had read to you a clear 
statement of the purposes and setting forth the jurisdiction of this 
subcommittee and its statutory duties and responsibilities. Do you 
still persist that this question is not relevant and pertinent? 

(The witness confers with his counsel.) 

Mr. Gouprine. Yes, sir, I do. 

Mr. Lisoman. Mr. Chairman, I suggest respectfully that this wit- 
ness be directed to answer the question. 

The Cuatrman. Mr. Goldfine, did you testify on July 2: “I have 
never been an officer or director of either of these companies and I 
paid very little attention to the internal affairs’’? 

Mr. Gouprine. I did, Mr. Chairman. 

The CuarrMan. Is that your statement now? 

Mr. Gouprine. That is correct. 

The Cuarrman. Mr. Goldfine, the Chair must hold-—— 

Mr. GouprFine. Just 1 minute, please. 

(The witness confers with his counsel.) 

Mr. Gouprine. The statement that I made was in reference to 
10-K reports that were not filed. 

The Cuarrman. The statement speaks for itself, Mr. Goldfine. 

Mr. Gouprine. That is right. 

The Cuarrman. The Chair holds that the question propounded 
by the counsel is relevant and pertinent to the investigation in order 
to assist the committee in the consideration of legislation which comes 
under its jurisdiction. Therefore, I direct and order you to answer 
the question, Mr. Goldfine. 

Mr. Goutprine. Mr. Chairman, I decline to answer the question 
for the reasons given before. 

Mr. Lisuman. Mr. Goldfine, for what purported services were these 
payments of $20,000 to you and Mr. McDonald made? 

Mr. Goutprine. I decline to answer that question for the reasons 
given before. 

The Cuarrman. Mr. Goldfine, the Chair feels that the question 
just asked is pertinent and relevant in order to assist the committee 
in the consideration of legislation under its jurisdiction, and the 
purpose of this investigation. Therefore, I direct and order you to 
answer the question. 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Chairman, I stand on my previous answers. 

Mr. Lisoman. Again I call your attention, Mr. Goldfine, to the 
statement read to you by the chairman of this subcommittee, and ask 
you, in the light of that statement, do you still insist that this question 
will not be answered by you on the grounds that it is not pertinent 
and relevant? 

Mr. GotpFine. Yes, sir, I do, Mr. Lishman. 

Mr. LishmMan. Were these checks authorized by the companies’ 
directors, or did you instruct your puppet officer, Miss Paperman, to 
issue these checks? 

Mr. Gotprine. I decline to answer that question for the reasons 
given before. 
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Mr. Lisuman. Again, Mr. Chairman, I suggest that the question 
is pertinent and relevant and the witness should be directed to answer. 

The Cuatrman. Mr. Goldfine, for the purposes stated by the coun- 
sel in asking the questions which you have declined to answer, the 
Chair holds that the questions are relevant and pertinent to assist this 
committee in its investigation and in the consideration of legislation 
under its jurisdiction, and, therefore, I direct and order you to answer 
the question. 

Mr. Gotprrnge. Mr. Chairman, I decline to answer the question for 
the reasons given before. 

Mr. Moss. Mr. Chairman, I do not recall those reasons. I wonder 
if the witness would state them for the benefit of the committee. 

Mr. Gotprine. Mr. Chairman, I respectfully decline to answer the 
question because it is not pertinent or relevant to the matters which 
this subcommittee is presently investigating or about which it is 
authorized to inquire. 

Also it concerns matters which are presently in litigation and under 
judicial consideration. 

Furthermore, it involves the internal affairs of a corporation with 
which this subcommittee is not concerned. 

The CuarrMan. You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Goldfine, I hand you a copy of schedule B of 
the report of Benjamin Brown, sera? placed in evidence and ask 
you if this is a correct copy of that schedule B, except for the total 
at the bottom in the right-hand corner which wrs added by a member 
of the staff of this subcommittee. 

(Handing document to witness.) 

Mr. Conen. Can we see both? 

(Documents handed to Mr. Cohen.) 

(Witness confers with his counsel, and with Miss Paperman.) 

Mr. Lisaman. What is the answer? 

Mr. Gouprine. Would you please ask the question? 

Mr. LisuMan. Read the question, please. 

(Record read.) 

Mr. Gouprine. Yes, sir; it is, Mr. Lishman. 

Mr. Lisuman. And does this schedule show a number of checks 
charged to corporation expense for which no supporting vouchers were 
available? 

Mr. Gouprine. Mr. Lishman, this schedule speaks for itself. 

Mr. Lisuman. Did you authorize Miss Paperman or any other 
person to draw these checks to the persons named in this schedule? 

Mr. Gotprrne. I decline to answer that question for the reasons 
given before, Mr. Lishman. 

Mr. Lisuman. I would like to have in the record at this point this 
copy of schedule B, of the Boston Port Development Co. wherein it 
is shown that 20 checks totaling $54,514.80 were charged to corpora- 
tion expense with no supporting vouchers available. 

The CHarrMAn. That includes, does it not, from 1947——— 

Mr. LisHMan. December 22, 1947, to October 20, 1954. 

The Cuarrman. Let it be received for the record. 
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(Schedule B referred to follows:) 


Boston Port DEVELOPMENT Co. 


ScHEeDULE B.—Other checks charged to corporation expense for which no supporting 
vouchers were available 














Date ss Payable to— Expense charged Amount 
No. 

Dec. 22, 1947...-- 1538 | W. J. McDonald.............-.....-. Commissions...._......-.- $20, 000. 00 

Do-. Bie aie 1539 | Bernard Goldfine...-...............|..- ee i 20, 000. 00 
Dec. 23, 1947____- 1551 | Lawrence Lowry-......-......-..--- Legal and professional. daeis 106. 00 
Dec. 26, WT amis 1552 | Pilgrim Trust Go__............-....}.--_- EL, Sd cdebidesin dela 2, 500. 00 
Jan. 19, 1948_..__- SE tI, nn. Cen enninnhimandh | SPD EHR UES 1, 000. 00 
Jan. 20, 1948_....- ee) SEOte ey Sr MRS... coke unk cesukanaebelencan Oitaeh haha polkeled 545. 50 
May 17, 1948.__.- SE 5. es Sis OE incite nro nan no svimnenin Commissions..._.........- 150. 00 
Dec. 29, 1949. ..-- 1997 | Winthrop R. Scudder._.........-..-|_--.- tara ay hparasationdt 5, 000. 00 

ha mig ptosis 2000 | Samuel W. Chase-_-.........-....-.. |.---- dca bel... 100, 00 
Dec. 30, 1949. ..-- (?) Pe ee eae et al 25. 00 
Dec. 16, 1947...-- Shae ti Jeni DOWN... i... ici. cccnedebiuceud Wet akc adeicci dito. 35. 00 
Dec. 22, 1947..--- 1545 | Samuel F’. Chase.................... Ss sistant ace iin cinch 50. 00 
Jan. 9, 1950......- ee ER ER eee Traveling. Sli gomacaiiansaaard 250. 00 

Binh ienidiintes SOE TE: Bs FE joan icc enecdekakn isi inkee ad css lesa 1, 750. 00 
Jan. 24, 1950_..... 1873 | Pligrim Trust Co..............s... Office. TES eee | 1, 000. 00 
Mar. 14, 1950___-- BE A 2 IS DITO SO oc cnn nnticenenan Legal and professional... - _| 1, 000. 00 
May 10, 1950...-- eS ee peer ye Traveling. _- 715. 30 
Dec. 7, 1951....-- 599 | Myer H. Slobodkin...............-. Legal and professional. ee 160. 00 
Mar. 29, 1952.__- 2109 | Brown, Rudnick & Freed.....-.....}.....do_.........-......-..- 30. 00 
Oct. 20, 1954..._.- 655 | Charles Jordan.....................- UNG ck oe 98. 00 


| 
U. 8. Securities and Exchange Commission—Received Mar. 23, 1956—4th mail—Docket, Mail and Files. 


Mr. Lisuman. Now, Mr. Goldfine 

The CuarrmMan. Do you want to insist on the answer as to his 
authorizing the checks? 

Mr. LisomMan. Yes, sir. I would suggest that the witness be 
directed to answer that question. 

The CHarrmMan. Mr. Lishman, do you ¢ontend that the question is 
relevant and pertinent to this investigation and to assist the com- 
mittee in consideration of legislation? 

Mr. LisuMan. Yes, sir. 

The Cuarrman. Mr. Goldfine, the Chair rules that the question is 
pertinent and relevant and therefore orders and directs that you 
answer it. 

Mr. Goutprinz. Mr. Chairman, I decline to answer that question 
for the reasons given before. 

Mr. Lisoman. Now, Mr. Goldfine, is it not a fact that you were 
sufficiently familiar with the Boston Port Development internal affairs 
to tap the till in 1945 to 1954 for a total of $104,973, for which you 
gave your personal notes aggregating $79,750 and owed an open amount 
of $25,223? 

(The witness confers with his counsel.) 

Mr. Goutprinz. Mr. Lishman, I decline to answer that question for 
the reasons given before, but that is an insulting question. I never 
tapped any till. 

Mr. Sears. One moment. I ask the chairman’s indulgence to have 
it noted for the record that Mr. Lishman is not under oath. 

The CHarrMan. Mr. Sears, the Chair appreciates your duties and 
responsibilities as the attorney, but you have been also advised of the 
purpose of your appearance here, too, and I trust that we will keep in 
mind the rule. 

Mr. Sears. I shall try my best, sir. At the same time, I think 
certain observations should be made. 
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The Cuarrman. All right, Mr. Sears. The Chair has called your 
attention to the rule. 

Mr. Lishman, you may proceed. 

Mr. Lisuman. The witness having refused to answer, I suggest that 
he be directed and ordered to answer this question as being relevant 
and pertinent and within the purposes and scope of this subcom- 
mittee’s jurisdiction. 

Mr. Wiuurams. Mr. Chairman. 

The CHatrmMan. Mr. Williams. 

Mr. WiuuiaMs. May I suggest that the counsel rephrase the ques- 
tion and take out the words “tapped the till,” and insert instead 
‘withdraw,’ or words to that effect? 

The CuartrMAN. The question is, Mr. Goldfine, did you during this 
period of time withdraw the stated amount 

Mr. LisHMan. $104,973. 

The CuarrMan. From the company under consideration here in 
connection with the investigation and for which you gave a note as 
has been explained in the question? 

Mr. Goutprine. Mr. Chairman, I decline to answer that question 
for the reasons given before, and the paper speaks for itself. 

The CuHarrman. Mr. Goldfine, the Chair must rule the question to 
be pertinent and relevant for the purpose of this investigation and to 
assist the committee in consideration of legislation under its jurisdic- 
tion. Therefore, I order and direct you to answer the question. 

Mr. Goupring. Mr. Chairman, I decline to answer that question 
for the reasons given before. 

The CHarrMAN. You may proceed, Mr. Lishman. 

Mr. LisoMan. Were these cash withdrawals authorized by the Bos- 
ton Port Development Co.’s board of directors, or did you instruct 
Miss Paperman to make the cash advances to you? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question for 
the reasons given before because they are not pertinent or relevant. 

The CHarrman. Again, Mr. Goldfine, the Chair holds they are 
pertinent and relevant for the purposes stated and therefore again 
orders and directs you to answer the question. 

Mr. Gotprins. Mr. Chairman, I decline to answer that question 
for the reasons given before. 

Mr. Lisuman. Now, with respect to the notes, Mr. Goldfine, 
for what reason did you and Mr. W. J. McDonald make withdrawals 
of cash in like amounts on the same dates, and I will mention the 
dates. On July 24, 1945, you withdrew $5,000, for which you gave a 
note. Mr. McDonald on the same day withdrew $5,000 for which he 
gave a note. 

On July 27, you withdrew $1,500 for which you gave a note, and 
on the same day Mr. McDonald withdrew $1,500 for which he gave a 
note. 

On August 17 you withdrew $2,000 and Mr. McDonald on the 
same day withdrew $2,000 for which he gave a note. 

On September 22, you withdrew $2,500 for which you gave a note 
and Mr. McDonald withdrew $2,500 for which he gave a note. 

On October 17, you withdrew $1,500 for which you gave a note, 
and Mr. McDonald withdrew $1,500 for which he gave a note. 

On November 6, you withdrew $1,500 for which you gave a note 





H. Rept. 2580, 85-2 3 
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and on the same day Mr. McDonald withdrew $1,500 for which he 
gave a note. 

On November 21 you withdrew $1,000 for which you gave a note 
and Mr. McDonald withdrew $1,000 for which he gave a note. 

And during this period that I have just read, from July 24 to Novem- 
ber 21, 1945, you withdrew $15,000 for which you gave notes and 
Mr. McDonald during the same period also withdrew $15,000 for 
which he gave notes. 

Now, what was the reason for the withdrawal of these like amounts 
on the same dates? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because they are not pertinent or relevant and for the other reasons 
I have previously stated. 

Mr. Lisuman. Mr. Chairman, I again suggest that the question is 
pertinent and relevant. 

The Cuarrman. In what way, Mr. Lishman, is this pertinent and 
relevant to the investigation? 

Mr. Bennett. Mr. Chairman. 

Mr. LisumMan. Just a moment. 

If I may give the answer, it will be developed as we go along that 
these and other notes were never collected by the Boston Port Devel- 
opment Co. as an asset and eventually a reserve for bad debts was set 
up against them, and this during a period when the Boston Port 
Development Co. was delinquent in its taxes and was furnishing no 
reports of any nature to its stockholders or to the Securities and 
Exchange Commission. 

The Cuarrman. The Chair rules under the circumstances that the 
question is relevant and pertinent and therefore, Mr. Goldfine, directs 
and orders you to answer the question. 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Chairman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Bennett. Mr. Chairman. 

The CHarrman. Mr. Bennett. 

Mr. Bennett. May I ask a supplementary question? 

The CuarrMan. Will you talk a little louder, Mr. Bennett? We 
cannot hear you. 

Mr. Bennett. May I ask a question on this point, supplementary 
to Mr. Lishman’s last question? 

The Cuarrman. Yes. 

Mr. Bennett. On page 22 of your prepared statement, Mr. Gold- 
fine, down about the middle of the page—— 

Mr. Szars. Would you pause just a moment? 

All right, sir. 

Mr. Bennett. In speaking of the East Boston Co., you said this: 

Frankly, it was so closely held that I am afraid that Mr. McDonald and I got 
to thinking of it as ‘‘our’”’ company. 

Is that the reason you refuse to answer Mr. Lishman on the last 
question or I mean is that the answer to Mr. Lishman’s question? 

(The witness confers with his counsel.) 

Mr. Goutprine. Mr. Bennett, I have stated my grounds. 

Mr. Bennetr. Would you be willing to state whether that is the 
answer to Mr. Lishman’s last question? 
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(The witness confers with his counsel.) 

Mr. Goutprine. Mr. Bennett, I stand or my answers. 

Mr. Bennett. You refuse to answer? 

Mr. Gouprine. I do, Mr. Bennett. 

Mr. Bennerr. Mr. Chairman, I ask that he be directed to answer 
that question. 

The CuatrMan. Mr. Goldfine, the Chair feels that the question is 
relevant and pertinent to this investigation to assist the committee 
in the consideration of legislation under its jurisdiction and carrying 
out its responsibilities as directed by the House of Representatives in 
Resolutions 99 and 191, and, therefore, orders and directs you to 
answer the question. 

Mr. Goutprine. Mr. Chairman, I decline to answer that question 
because it is not pertinent or relevant, for the reasons I have previously 
stated. 

The CuarrmMan. Proceed, Mr. Lishman. 

Mr. Lisaman. Now, Mr. Goldfine, we come to withdrawals and 
notes by you and Mr. McDonald in 1946. I will read these with- 
drawals and notes, and, at the conclusion, ask you certain questions 
about them. 

From the report of the Boston Port Development C. P. A., which is 
already in evidence, it appears that in 1946, on May 13, you withdrew 
$5,000 for which a note was given to Boston Port Development, and 
on the same day Mr. W. J. McDonald withdrew $10,000 for which he 
gave a note. On June 28, you withdrew $15,000 for which you gave 
a note, and Mr. McDonald withdrew $15,000 for which he gave a 
note. On October 4, you withdrew $2,500 for which you gave a note, 
and Mr. McDonald on the same day withdrew $2,500 for which he 
gave a note. On October 19, you withdrew $2,500 for which you gave 
a note, and on the same day Mr. McDonald withdrew $2,500 for which 
he gave a note. On November 6, you withdrew $12,000 for which 
you gave a note, and on the same day Mr. McDonald withdrew 
$12,000 for which he gave a note. On December 6, you withdrew 
$2,000 for which you gave a note, and Mr. McDonald withdrew 
$2,000 for which he gave a note. 

During this period, from May 13, 1946, to December 6, 1946, the 
total of the amounts withdrawn by you for which notes were given 
to Boston Port Development Co. appears to be $39,000, and the 
total amount withdrawn for which notes were given by Mr. McDonald 
during the same period was $44,000. 

I would like to ask were these cash withdrawals authorized by the 
Boston Port Development Co. board of directors, or did you instruct 
Miss Paperman to make the cash advances to you? 

Mr. Goupring. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisaman. Mr. Chairman, again I suggest the question is 
relevant. We have a situation where the dominant stockholder in 
a company, which is not holding any stockholders’ meetings or sub- 
mitting annual reports to stockholders, finally winds up in complete 
disregard of the Securities and Exchange Commission for a period of 
years. 

The CuatrMan. The Chair feels that the questions are pertinent 
and relevant to assist the committee in its responsibilities, and, there- 
fore, orders and directs you to answer the question, Mr. Goldfine. 
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Mr. Gouprine. Mr. Chairman, I decline to answer that question 
for the reasons stated. 

Mr. LisumMan. Again, Mr. Goldfine, I am coming to the year 1947, 
and I will read you data taken from the report of the C. P. A., already 
in evidence, and, at the conclusion, will again ask you questions. 

In 1947, on January 15, you withdrew $3,750 for which you gave a 
note, and on the same day Mr. McDonald did likewise. On February 
11 you withdrew $5,000 and gave a note, and Mr. McDonald did like- 
wise. On March 18 you withdrew $1,500 for which you gave a note, 
and Mr. McDonald did likewise. On April 12 you withdrew $500 
for which you gave a note, and Mr. McDonald did likewise. On 
May 9 you withdrew $3,750 for which you gave a note, and Mr. 
McDonald did likewise. On May 9 you withdrew $5,000 for which 
you gave a note, and Mr. McDonald did likewise. 

On November 14, you withdrew $2,500 for which you gave a note 
and on the same day Mr. McDonald did likewise. 

Now, the total of these withdrawals and notes for you during that 
period was $22,000 and likewise the same total applied to Mr. 
McDonald. 

Again I ask you whether these cash withdrawals were authorized by 
the directors of the Boston Port Development Co. or did you instruct 
Miss Paperman to make the cash advances to you? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I 
have previously stated. 

Mr. Lispman. Mr. Chairman, I again suggest that the question is 
relevant and pertinent. 

The Cuarrman. Mr. Goldfine, the Chair feels that the question is 
relevant and pertinent to assist the committee in its legislative respon- 
sibility and therefore orders and directs you to answer the question. 

Mr. Gouprine. Mr. Chairman, I decline to answer that question 
for the reasons stated. 

Mr. Lisnman. We come now to the year 1948. 

On June 22, 1948, you withdrew $3,750 from the Boston Port 
Development Co. for which you gave a note and on the same day 
Mr. McDonald did likewise. 

During the period July 24, 1945, to June 22, 1948, it appears that 
the total notes covering the cash withdrawn by you from Boston 
Port Development Co. was $79,750 and for Mr. McDonald during 
the same period, $84,750. 

Is it not a fact that there was also an account receivable on the books 
of Boston Port Development Co. from you at December 31, 1954, in 
the amount of $25,223, so that, taking the total notes of $79,750 
and the account receivable from you in the amount of $25,223, you 
owe the company as at December 31, 1954, $104,973. Is that correct? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. LisuMan. Before pressing the question of relevancy, I would 
like to ask this question: Were these withdrawals in the amount of 
$104,973 authorized by the board of directors of the Boston Port 
Development Co. or did you instruct Miss Paperman to make these 
advances to you? 
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a GoupFrine. I decline to answer that question for the reasons 
stated. 

Mr. Lispman. Mr. Chairman, again I suggest that the question is 
relevant and pertinent. 

The Cuarrman. The Chair feels that the question is relevant and 
pertinent to assist the committee in its legislative responsibilities and 
therefore directs you to answer the question, Mr. Goldfine. 

Mr. Goupringe. Mr. Chairman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons 
I have previously stated. 

Mr. Lisaman. Mr. Goldfine, on September 28, 1956, you testified 
before the SEC that certain notes owed Boston Port Development 
Co. by Mr. W. R. Scudder in the amount of $24,300 were given by 
him during 1950 to 1954 against a $100 a week tentative compensation 
paid him and that “there hasn’t been any adjustment at the present 
moment, but quite a lot of money is coming to him.” 

Did you so testify on September 28, 1956, before the Securities 
and Exchange Commission? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons 
I have previously stated. 

Mr. Lisuman. Mr. Chairman, I suggest that the question is 
relevant and pertinent and comes within the scope of the statement 
that was read by you at the opening of this hearing. 

The Cuatrman. The Chair holds that the question is relevant and 
pertinent to this investigation to assist the committee in its legislative 
responsibilities, and, therefore, orders and directs that you answer 
the question, Mr. Goldfine. 

Mr. Gotpringe. Mr. Chairman, I decline to answer that question 
for the reasons previously stated before. 

The CuarrMan. You decline to answer either of the questions then, 
do you not? 

Mr. Gotprine. Pardon, Mr. Chairman? 

The CuatrMan. You decline or refuse to answer either of the 
questions just asked? 

Mr. Gouprine. Mr. Chairman, I do; yes, sir. 

Mr. Lisuman. Mr. Goldfine, is it a fact that during the next 2 
years after December 31, 1954, Mr. Scudder continued to give notes 
of $100 a week so that at December 31, 1956, there were held by the 
company notes of Scudder in the amount of $34,700? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question for 
the reasons stated previously. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is 
relevant and pertinent. 

The CHarrMan. For the same reasons just stated? 

Mr. LisHMaN. Yes, sir. 

The CuarrmMan. The Chair does feel that the question is pertinent 
and relevant to assist the committee in its legislative responsibilities, 
and, therefore, directs and orders you to answer the question, Mr. 
Goldfine. 

Mr. Goutprine. Mr. Chairman, I decline to answer that question 
for the reasons stated previously. 

Mr. Lisuman. Mr. Goldfine, on the basis of your 1956 testimony 
before the Securities and Exchange Commission regarding these 
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Scudder notes, is it not a fact that 10—K reports finally filed by Boston 
Port Development Co. were incorrect in that no liability was shown 
for the estimated amount of its liability to Scudder, at least $34,700? 

(The witness confers with his counsel.) 

Mr. Goupring. That’s something I don’t know. That’s a matter 
I will have to take up with my accountant, Mr. Brown. 

Mr. Lisuman. Mr. Goldfine, is it not a fact that as at December 
31, 1954, the Boston Port Development Co. held notes of Mr. J. S. 
Connors ‘aggregating $30,500, and that on a loan receivable from Mr. 
Connors he owed $5,000, making a total as at December 30, 1954, 
owing to Boston Port Development Co. of $35,500? Is that correct? 

Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or reievant, and for the other reasons I 
have previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is 
relevant and pertinent and falls within the scope of the statement 
that you read at the outset of this hearing. 

The CuatrrMan. The Chair feels the question is pertinent. It is 
certainly relevant to this inquiry to assist the committee in its legis- 
lative responsibilities, and, therefore, orders and directs you to answer 
the question, Mr. Goldfine. 

Mr. Gotpring. Mr. Chairman, I decline to answer that question 
for the reasons stated before. 

Mr. Lisuman. Were any of these Connors cash advances to him 
authorized by the board of directors of the Boston Port Development 
Co.? 

Mr. Goupring. Mr. Lishman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is 
relevant and pertinent. 

The Cuarrman. Mr. Goldfine, is it your contention that this com- 
mittee is not entitled to know what has been going on with reference 
to these reports to the Securities and Exchange Commission and 
whether or not they were properly authorized in the usual and normal 
business way of your company? 

(The witness confers with his counsel.) 

Mr. Gotpringe. Mr. Chairman, it is not for me to pass upon what 
the duties of the committee are. 

The CuatrmMan. You seem to be trying to pass on it, on every one 
of these questions. 

You still contend that this committee is not entitled to know whether 
or not these transactions which have been purported to have been 
reported to the Securities and Exchange Commission were legitimate 
transactions? 

(The witness confers with his counsel.) 

Mr. Gouprine. Mr. Chairman, I stand on my previous answers. 

The CuatrmMan. The Chair feels it is a very pertinent and relevant 
question, and, therefore, orders and directs you to answer the question. 

(The witness confers with his counsel.) 

Mr. Gouprinz. Mr. Chairman, I decline to answer those questions 
for the reasons stated before. 

Mr. Lisuman. Mr. Goldfine, as at December 31, 1954, is it a fact 
that Mr. S. W. Chase owed Boston Port’ Development Co. $13,000 on 
notes; is that a fact? 
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Mr. Gouprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the reasons I have 
previously stated. 

Mr. LisomMan. Again I suggest that the question is relevant and 
pertinent, Mr. Chairman. Ultimately when we finish this series of 
questions, we will show that the company set up a reserve on its books 
to cover these so-called bad debts in the amount of $305,684.46 and 
we certainly are entitled to find out whether or not these transactions 
were authorized in the usual normal, legitimate, customary manner, 
namely, by authorization of the board of directors. 

The CHarrMan. Mr. Lishman, were these transactions finally shown 
on the 10—-K reports as filed with the Commission? 

Mr. LisHMaAn. Yes, sir. 

The Cuarrman. They were not filed until 1956, were they? 

Mr. LisumMan. That is correct. 

The CuarrmMan. You are inquiring here about the transactions that 
occurred during all these years? 

Mr. LisHMan. Yes. 

The CuarrMan. When the 10—K reports were not filed pursuant to 
aw? 

Mr. Lisuman. That is correct. 

The CHArRMAN. The question is relevant and pertinent, Mr. 
Goldfine. 

Mr. Sears. I don’t think there is any question, Mr. Chairman. 
I do not know how it can be relevant if there wasn’t any question. 

The CHatrMAN. There is a question. 

Mr. Lisuman. I asked him about the $13,000 notes. 

Mr. Sears. I beg your pardon. You said the record would show. 

Mr. Moss. Mr. Chairman, I make a point of order that the counsel 
is not acting in accordance with rule XI, paragraph (k). I have 
tried to withhold objection. The counsel is familiar with the rules 
and he may advise on constitutional questions. 

I think we should hold him strictly to his proper role in these 
hearings. 

Mr. Sears. When my client is directed to answer a question and 
there isn’t any question, I am going to assert his rights. 

Mr. Moss. Mr. Chairman, I renew my point of order. 

The Cuarrman. Mr. Lishman, will you ask the reporter to restate 
the question? 

Mr. Lisuman. It may be easier if I ask it. I am positive there was 
a question. 

Mr. Szars. You will have a question, then. 

The Cuarrman. All right. 

Mr. Lisuman. Is it a fact, Mr. Goldfine, that as of December 31, 
1954, S. W. Chase owed Boston Port Development Co. $13,000 on 
notes? 

The CuarrmMan. That is the question, Mr. Goldfine. 

Mr. Gouprine. All right, Mr. Chairman. 

Mr. Lishman, I decline to answer that question because it is not 
pertinent or relevant and for the other reasons I have previously 
stated. 

The Cuarrman. The Chair holds it is relevant and orders and 
directs you to answer the question, Mr. Goldfine. It is necessary to 
assist this committee in its responsibilities. 
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Mr. Gouprine. Mr. Chairman, I decline to answer that question 
for the reasons stated before. 

The CuarrmMan. You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Goldfine, were these notes authorized by the 
board of directors of Boston Port Development Co. for the cash 
advances for these notes? 

Mr. Gotpring. Mr. Lishman, I decline to answer that question for 
the reasons stated before. 

Mr. LisuMan. Is it a fact that as of December 31, 1954, Chase 
Bros. owed $30,200 to the Boston Port Development Co. on notes? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, that the question is 
relevant and pertinent. 

The CuarrMan. The Chair rules that the question is relevant and 
pertinent to assist the committee in its responsibility and therefore 
orders and directs you to answer the question, Mr. Goldfine. 

Mr. Gotpringe. Mr. Chairman, I decline to answer that question for 
the reasons stated before. 

Mr. Lisaman. Mr. Goldfine, was this cash advance of $30,200 to 
Chase Bros. authorized by the board of directors of the Boston Port 
Development Co.? 

Mr. Gotprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I 
have previously stated. 

The CuarrmMan. The Chair has just ruled that the question is 
pertinent and relevant and again orders and directs you to answer 
the question because of the assistance it will give to the committee 
in its legislative responsibilities. 

Mr. Gotpringe. Mr. Chairman, I decline t to answer that question 
for the reasons stated before. 

Mr. Lisuman. Mr. Goldfine, is it not a fact that the total of these 
notes and accounts receivable just read to you as at December 31, 
1954, totaled $305,684.46? 

Mr. Goupring. Mr. Lishman, I can’t carry those figures in my 
head. 

Mr. Lisuman. I will show you a copy of schedule 8, prepared by the 
auditor of the Boston Port Development Co. which is part of the 
report already in evidence and ask you if this will help you? 

(Handing document to the witness.) 

Mr. Goupring. Thank you. 

Mr. Conen. May we have the original, Mr. Lishman? 

(The original was handed to Mr. Cohen.) 

(The witness confers with Miss Paperman.) 

Mr. Lisuman. Is that correct? 

Mr. Gotpring. Mr. Lishman, Miss Paperman tells me the figures 
are correct and I presume it is. 

Mr. LisHMan. Yes, sir. 

Mr. Gouprine. I mean the additions are correct, Mr. Lishman. 

Mr. Lisuman. Now, to make the record clear, and this will not be a 
question, I wish to have the record show at this point that Mr. Brown, 
the auditor of the Boston Port Development Co., stated that these 
notes and accounts receivable in the amount of $305,684.46, must be 
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set up under a reserve for bad debts because, among other reasons, 
with respect to Mr. Goldfine’s notes in the amount of approximately 
$79,000, none of these notes are witnessed and they are all over 6 
years old; * * * that no payment has ever been made on account of 
principal or interest, and these may be uncollectible because of the 
statute of limitations. 

Now, Mr. Goldfine, is it a fact that no effort whatsoever was ever 
made by Boston Port Development Co. or any of its employees or 
officers to collect any of these notes or accounts receivable? 

Mr. Goutprine. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I have 
previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, that the question is 
relevant and pertinent. We have here a situation where the majority 
stockholder has notes aggregating $79,000 and an open account of 
$25,000 and is reported to be a man of considerable wealth. Yet the 
auditor of this company sets up this $104,000 as uncollectible. This 
was done at a time when the company owed a substantial amount on 
real-estate taxes. 

I insist that the question is relevant. 

The Cuarrman. The Chair feels that the question is relevant for 
the purposes stated and to assist the committee in its legislative 
responsibilities. And also I might state that since these transactions 
were shown on the CPA report filed with form 10—K, they would be 
further relevant to this investigation on the question of Mr. Gold- 
fine’s compliance with the Securities and Exchange Commission re- 
quirements. The Chair sees no other way except they are relevant, 
and, therefore, Mr. Goldfine, orders and directs that you answer 
the question. 

Mr. Goupringe. Mr. Chairman, I decline to answer that question 
for the reasons stated before. 

Mr. LisumMan. Mr. Goldfine, is it a fact that approximately $68,000 
of accrued interest on a $500,000 third mortgage held by Boston Port 
Development Co. on a building owned by you through Little Building 
Trust, Inc., was written off as uncollectible by Boston Port Develop- 
ment Co.? Is that correct? 

Mr. Goupring. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons I 
have previously stated. 

Mr. Lisuman. Again I suggest, Mr. Chairman, the question is 
pertinent and relevant. 

The Cuarrman. The Chair does hold that the question is relevant 
to assist the committee in its responsibilities and in the consideration 
of legislation under its jurisdiction, and, therefore, orders and directs 
that you answer the question. 

Mr. Goupring. Mr. Chairman, I decline to answer that question 
for the reasons stated before. 

Mr. Lisuman. Was the abatement of $67,833 interest authorized 
by the board of directors of Boston Port Development Co.? 

Mr. Goutpring. Mr. Lishman, I decline to answer that question 
because it is not pertinent or relevant and for the other reasons | 
have previously stated. 

Mr. Lisuman. Again I suggest the question is relevant and perti- 
nent, Mr. Chairman. 
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The Cuarrman. The committee feels that it is quite pertinent and 
relevant. The committee certainly cannot make any determination 
or conclusion in a matter of legislation affecting a situation of this 
kind unless it knows something about what happened. 

This witness declines and refuses to answer the questions that are 
relevant and pertinent. Therefore, he is ordered and directed by the 
Chair to answer the question. 

Mr. Gotprine. Mr. Chairman, I decline to answer that question 
for the reasons I have stated before. 

Mr. Lisuman. Now, Mr. Goldfine, did you direct the withholding 
of reports to the Securities and Exchange Commission in order to 
cover up or conceal the true financial condition of the company? 

Mr. Gouprine. No, sir; I did not. 

Mr. LisumMan. Would you refuse to answer any other questions 
concerning the financial operations of the company during the 8-year 
period when you were delinquent in filing 10—K reports with the Securi- 
ties and Exchange Commission? 

(The witness confers with his counsel.) 

Mr. Goutprine. Mr. Lishman, I will either answer the questions as 
they are put or decline to answer. 

Mr. Bennett. Mr. Chairman, may I ask a question at this point? 

The Cuarrman. Have you any more questions, Mr. Lishman? 

Mr. Lisaman. Mr. Chairman, I believe a sufficient number of 
pertinent and relevant questions have already been asked to establish, 
in my judgment, that this witness is guilty of contempt, and that the 
reason of refusal on the grounds that the questions are not pertinent 
and relevant is an effort to prevent this subcommittee from per- 
forming the duties and responsibilities that have been placed upon it 
by Congress, and to prevent this committee from obtaining the in- 
formation it needs in order to formulate remedial legislation to take 
care of the public interest in a situation of the type which has been 
disclosed by the testimony in this hearing. 

Mr. Bennett. Mr. Goldfine, on yesterday or the day before you 
answered a question concerning the use of the $30,000 cashier’s check 
or certified check on the part of East Boston Co., explaining it was 
being used to either pay taxes or, in part, to pay taxes, and it was 
eventually used to reduce a mortgage. Now my question is this: 

Is there any difference between your making an explanation about 
that $30,000 check and your making a response to the questions which 
Mr. Lishman has asked you this morning on other financial transac- 
tions of the company? 

(Witness confers with his counsel.) 

Mr. Gouprine. When I answered that question I answered in 
relation to the treasurer’s checks. 

Mr. Bennett. That is true, but the $30,000 had to do with a very 
important financial transaction of this company. 

Now my question is: Is there any difference between that particular 
type transaction so far as this investigation is concerned and the 
questions which Mr. Lishman asked you this morning on other 
financial transactions? 

(The witness confers with his counsel.) 

Mr. Gouprine. Yes, Mr. Bennett, there is. 

Mr. Bennett. What is the difference? 
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Mr. Gouprine. | contend that this subcommittee has no right to 
inquire into the internal affairs of the companies concerned. 

Mr. Bennett. Is not your explanation of the $30,000 check an 
explanation of the internal financial affairs of the company? 

Mr. GoutpFrine. That was in connection with the treasurer’s checks, 
but not the internal affairs. 

Mr. Bennett. But it has to do with financial transactions in the 
same respect as other transactions. 

Mr. Gouprine. Mr. Bennett, it might have incidentally. 

Mr. Bennett. Yes. Therefore, upon what basis did you answer 
that question and refuse to answer the other questions? 

Mr. Goutprine. I have already answered you, Mr. Bennett. 

Mr. Bennett. What is your answer? 

Mr. Sears. He said it had to do with the treasurer’s checks and not 
the internal affairs. 

Mr. Bennett. I heard him say that, Mr. Sears. I am trying to 
find out what is the difference between the treasurer’s checks and the 
other financial transactions contained in Mr. Lishman’s questions so 
far as this committee is concerned. 

Mr. Gouprine. I have already stated that before, Mr. Bennett. 

Mr. Bennett. Will you state it again for the record. I am not 
clear as to what you stated. 

Mr. Gouprine. Well, the $30,000 that you are talking about, that 
was the treasurer’s check that you were discussing. 

Mr. Bennert. I know that. 

Mr. Gouprine. But it has nothing to do with the internal affairs 
of the company. 

Mr. Bennett. You mean the treasurer’s check has nothing to do 
with the internal affairs of the company? 

Mr. Gotprine. It may incidentally, Mr. Bennett. 

Mr. Bennett. Is there any real difference between a treasurer’s 
check transaction and any other financial transaction concerning 
which you have been questioned this morning? 

Mr. Gotprine. Mr. Bennett, I think there is a big difference. 

Mr. Bennett. What is it? 

Mr. Gotprtne. I contend that this subcommittee has no right to 
inquire into the internal affairs of the companies concerned. 

Mr. Bennett. Mr. Chairman, I think that the witness ought to be 
required to answer the last question on what is the difference between 
the financial transactions in the cashier’s check or treasurer’s check 
and the other financial transactions concerning which he has been 
asked this morning. ; 

The Cuarrman. Mr. Goldfine, you have refused to answer the 
question just propounded to you by Mr. Bennett. You have refused 
to answer a great many questions this morning that are held to be 
pertinent and relevant to the investigation to assist the committee 
in its legislative responsibility. Your refusal to answer the questions 
may possibly subject you to contempt of Congress. In view of this, 
do you now wish to change or modify your statements on any of these 
questions or your answers to them? 

Mr. Gotpring. Mr. Chairman, no sir; I do not. 

The Cuarrman. Is that all, Mr. Lishman? 

Mr. Lisuman. Those are all the questions I have at this time. 








28 PROCEEDINGS AGAINST BERNARD GOLDFINE 


STaTEMENT BY CuiEF CouNsEL, JuLY 17, 1958, AcaiIn ExpLarnine 
RELEVANCY AND PERTINENCY AND REQUESTING THAT WITNESS 
BERNARD GOLDFINE ReconsipER His Rerusats To ANSWER THE 
QUESTIONS 


Mr. Lisuman. In connection with the relevancy and pertinency of 
questions and the objections, I would like to make a statement and 
then ask a question. 

The CHarrMan. Yes; you may proceed. 

Mr. Lisuman. Before concluding examining Mr. Goldfine and his 
numerous refusals to answer questions on the grounds that the ques- 
tions involve inquiry into the internal affairs of a corporation, we 
should remember the following: 

At the hearings on July 11, 1958, and thereafter, Mr. Goldfine was 
questioned concerning matters disclosed in a report dated March 22, 
1956, filed with the Securities and Exchange Commission on March 
23, 1956, by Boston Port Development Co., a controlled subsidiary 
of the East Boston Co., which is a company registered with the Securi- 
ties and Exchange Commission. 

This auditor’s report, although dated March 22, 1956, is as of De- 
cember 31, 1954. This report on file at the Securities and Exchange 
Commission reveals cash withdrawals from Boston Port Development 
in extremely substantial amounts for which notes were given by Mr. 
Goldfine and others. 

Mr. Goldfine owns the majority or approximately 79 percent of the 
outstanding publicly held shares of stock of the Boston Port Develop- 
ment Co. He also owns and controls about 85 percent of the stock 
of the East Boston Co., which, in turn, owns 51 percent of the stock of 
the Boston Port Development Co. 

Thus we have the situation where Mr. Goldfine, as the dominant 
stockholder in the Boston Port Development Co., has caused substan- 
tial sums to be withdrawn from the Boston Port Development Co. in 
the form of notes over a period of years, that for a period of 8 years 
no financial reports were filed with the Securities and Exchange 
Commission by the East Boston Co. and its subsidiary which would 
have revealed this situation to other stockholders or the public, that 
these notes, representing cash, which were withdrawn from the Boston 
Port Development Co., by Mr. Goldfine, in some instances require 
a payment of interest thereon, and in some instances do not require 
interest payment. 

According to the Boston Port Development Co.’s own audit report, 
now in the record, these notes have been carried on the books as assets 
against which a reserve for the full amount was recorded in the form of 
bad debts. 

The testimony at the hearing in Boston, on June 6, 1958, shows that 
no attempt has ever been made to collect either the principal or the 
interest on these notes. The Boston Port Development Co. report 
on file with the SEC also shows numerous other unusual financial 
transactions; for example, notes from Winthrop Scudder and others are 
carried on the books as notes and loans receivable, and yet without 
any effort having been made to collect on these notes, the company 
has set up a reserve of bad debts totaling over $305,000 as of Decem- 
ber 31, 1954. 
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The audit report in the record discloses that on a $500,000 mort- 
gage by the Little Building Trust, Inc., a Goldfine company, to Boston 
Port Development Co., interest in the amount of about $68,000 
was payable. Yet this interest was written off on the books of the 
Boston Port Development Co., and, as a result, for no consideration, 
the Little Building Trust, Inc., received $68,000. 

It also appears , Bob the audit report in the files of the SEC, and in 
this record, that numerous checks were issued by the Boston Port 
Development Co. and charged to expenses for which no vouchers 
were available in the files; $54,000 of these checks were made to 
persons and companies; $25,000 of these checks were made to cash. 

It further appears in the testimony in this case that no stock- 
holders’ meeting of the East Boston Co. or of the Boston Port De- 
velopment Co. had been held since 1948, and that no annual reports 
had been made to the stockholders. 

This subcommittee is charged by the Congress to inquire into the 
adequacy of protection afforded to investors by the various securities 
acts. Under the existing laws, it may well be that the Securities and 
Exchange Commission does not have the necessary authority to in- 
quire into the internal management affairs of the East Boston Co. 
and its controlled subsidiary, Boston Port Development Co. It may 
be that the SEC, under existing law, is not responsible for policing 
the correctness of reports filed with it. 

That does not mean, however, that this subcommittee has no 
authority to inquiry into this situation in order to ascertain existing 
evils and whether or not remedial legislation is necessary in the public 
interest. 

The record discloses a situation where, by means of dummy officers 
and directors, a dominant stockholder in the East Boston Co. and the 
Boston Port Development Co. has been milking these companies of 
their assets over a period of years, and that he has been able to conceal 
his operations from the stockholders and even, indeed, from the 
Securities and Exchange Commission over a period of more than 8 
years by refusal to file the annual financial reports required by law 
of a registered company. 

It is certainly relevant for this subcommittee under these circum- 
stances to inquire thoroughly into the manner in which the East 
Boston Co. and its controlled subsidiary, Boston Port Development 
Co. were manipulated by the dominant stockholder in total disregard 
of law and of the rights of other stockholders. 

In order to ascertain what legislation should be recommended to the 
Congress for the protection of investors who are trapped in situations 
such as this, it is highly relevant for this subcommittee to require 
and obtain complete information as to this remarkable exploitation 
of the assets of the East Boston Co. and the Boston Port Development 
Co. 

Now, with that statement which summarizes what is in this record, 
I would like to ask this witness if he would again reconsider his refusal 
to answer the questions which were asked of him on July 11 concern- 
ing the matters pertaining to the facts shown in the audit report of 
the Boston Port Development Co. 

I submit that it is no answer to say that this committee has no 
right to inquire into the internal workings of a corporation. 

Mr. Sars. Is there a question now? 
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Mr. Lisuman. I asked the witness if he would reconsider his 
refusal to answer the questions which were asked of him on July 11 
and subsequently with reference to the matters which I have just 
called to his attention. 

(The witness confers with his counsel.) 

Mr. Gouprine. No, sir; Mr. Lishman. 

Mr. LisuMan. I have no further questions at this time, Mr. Chair- 
man, 


THe Scope oF THE SusBcOMMITTER’s AvuTHORITY INCLUDES THE 
Power To Optrain Aut Facts It Deems EssentiaL To APPRAISE 
FarrRLy THE FUNCTIONING OF THE FEDERAL INDEPENDENT Kecu- 
LATORY COMMISSIONS AND AGENCIES 


Mr, Goldfine’s refusals to answer on the grounds given have no sound basis 

Mr. Goldfine repeatedly refused to answer questions on the ground 
that they were not pertinent and relevant to matters within the scope 
of the subcommittee’s jurisdiction, and, in some instances, on the 
ground that the subcommittee had no right to inquire into his private 
affairs or into the internal affairs of corporations owned or controlled 
by him and that the question involved matters in litigation. 

The subcommittee’s chief counsel has rendered an opinion that there 
is no constitutional or legal justification for Mr. Goldfine’s refusals to 
answer the questions on the above grounds. 

The effectiveness of the subcommittee, we believe, will be seriously 
impaired if Mr. Goldfine is not proceeded against in contempt pro- 
ceedings. Already our subpenas are being disregarded. Stalling and 
refusals to heed requests of the staff for information are increasingly 
evident. 

The subcommittee feels that there is no reasonable basis for Mr. 
Goldfine’s asserted right to refuse to answer questions in a legislative 
investigation of regulatory commissions on the grounds of relevancy 
and pertinenecy. Such right, if upheld would have the direct effect of 
limiting the power of Congress to investigate. In effect, a witness 
before a committee would be able to get the advantages afforded a 
witness in a court proceeding (where the scope of issues raised by 
pleadings is determinative of relevancy), but without the disadvantage 
of facing a judge with power to impose contempt penalties for refusals 
to testify on the grounds given. 

The lawful inquiry of a congressional committee into the administra- 
tion of administrative commissions cannot, under the law, be ham- 
strung because of refusals to answer on the grounds of relevancy and 
pertinency or because of pending civil litigation wherein the Govern- 
ment is not a party. The committee’s powers have been adjudicated 
as being as broad as those of a grand jury. They are not to be limited 
or diluted by legal technicalities appropriate to narrow issues raised in 
a courtroom. Otherwise, there would be little or no effectiveness to 
any legislative inquiry concerning the independent regulatory com- 
missions. 

The Watkins case, respecting relevancy and pertinency, we believe 
is inapplicable to a subcommittee charged as is ours with the duty of 
investigating the independent regulatory commissions. Nevertheless, 
out of abundance of caution, to be absolutely fair, and in deference to 
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the opinion in the Watkins case, the chairman clearly explained to the 
witness the jurisdiction of the subcommittee, the subject matter under 
inquiry, and the relevancy and pertinency to the inquiry of the 
questions propounded and to be propounded. (Transcript, pp. 3111- 
3123.) The witness’ refusals to answer after such leaiien and clear 
explanation, constitute an aggravation of his continuously manifested 
contempt of the subcommittee. 

The Supreme Court, in Watkins v. U. S. (354 U. S. 178 (1957)), 
reversed the conviction of Watkins for contempt of Congress for his 
refusal to answer certain questions put to him by the House Un- 
American Activities Committee. This result was reached because, 
among other grounds, the committee had not clearly informed the 
witness of the purpose of the inquiry and the pertinency of the 
particular questions to that inquiry. However, in that case the Court 
emphasized that— 


We are not concerned with the power of Congress to inquire 
into and publicize corruption, maladministration or ineffi- 
ciency in agencies of Government (354 U.S. at p. 200). 


House Resolution 99 of the 85th Congress, by its own provisions, ex- 
cludes the applicability of the Watkins decision to our case. 


The witness, Goldfine, and his employee, Miss Paperman, were many 
times clearly informed of the purpose of the inquiry and the perti- 
nency of the particular questions to that inquiry 

At numerous points in the hearings before the subcommittee, the 
chairman, and in one instance, the acting chairman, stated the juris- 
diction of the subcommittee under House Resolution 99 of the 85th 

Congress, and explained the pertinency of the questions to the in- 

quiry. For instance, at the Boston hearing where there was present 

as a witness, Miss Paperman, one of Mr. Goldfine’s employees as 
bookkeeper of certain of his textile mills and an officer and director of 
the Boston Port Development Co., a controlled subsidiary of the East 

Boston Co., a company registered with the Securities and Exchange 

Commission, the acting chairman, Mr. Williams, stated to Miss 

Paperman (Tr. 1016-1017): 


Certain decisions reached and actions taken by the Federal 
Trade Commission and by the Securities and Exchange Com- 
mission appear from factual information in the files of the 
subcommittee to have been predicated upon maladministra- 
tion, inefficiency, and possibly even corruption. Some 
authenticated information in the files of the subcommittee 
indicates that these Commissions have been subjected to 
ex parte pressures by high Government officials in respect 
of the East Boston Co., the Boston Port Development Co., 
Northfield Mills, Inc., Strathmore Woolen Co., and Lebanon 
Woolen Mills Corp., among others. 

There is evidence that certain high Federal officials have 
enjoyed, from the principal owner of such companies, un- 
usually lavish and expensive hospitality. The subcommittee 
also has evidence that these high Federal officials received 
favors which would transgress the bounds of hospitality 
construed in the most lavish sense of the word. In some 
instances, enforcement proceedings brought by the Federal 
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agencies against certain of these companies have been with- 
drawn, watered down or modified in the interest of the 
companies. 

The subpena duces tecum served on the Pilgrim National 
Bank by the subcommittee has not met with full compliance. 
This morning we shall elicit from the witnesses the reasons 
for such failure to comply fully with the subpena. 

Information in the bank records will establish whether or 
not certain financial and other reports filed with the Securi- 
ties and Exchange Commission by the East Boston Co. and 
the Boston Port Development Co. were false or true. It will 
also help to establish that the failure of these companies for 
some years to comply with the Securities and Exchange Act 
of 1934 and other laws, and the failure of the Commission to 
take appropriate action, may have been the result of improper 
external pressures by persons in high governmental positions 
and that such persons have been the recipients of the bounty 
of the corporations thus favored. 


The chairman, Mr. Harris, at the hearing in Washington, on July 
11, 1958, also made a statement (Tr. 3111-3123), set forth hereinabove, 
outlining in detail the relevancy and pertinency to the inquiry of 
questions propounded and to be propounded to Mr. Goldfine by the 
counsel and members of the subcommittee. 

The counsel for the subcommittee before asking Mr. Goldfine to 
reconsider his repeated refusals to answer questions on the grounds 
that they were not relevant or pertinent, made a statement, set forth 
above, to the witness (Tr. 3472-3474) and asked him to reconsider his 
refusals to answer. 


The witness Goldfine’s refusal to answer questions pertaining to the 
Securities and Exchange Commission after beina ordered to do so 
by the chairman calls for the institution of contempt proceedings 
against him 

The record sets forth that Mr. Goldfine was and is the majority 
stockholder of the East Boston Co. and of the publicly held shares of 
its controlled subsidiary, Boston Port Development Co.; that their 
officers and directors were his puppets; that Miss Mildred Paper- 
man was treasurer of Boston Port Development Co., bookkeeper for it 
and the East Boston Co., and that she, by her own testimony, did the 
bidding of Mr. Bernard Goldfine as “he is the largest stockholder.” 

No reports were made to any other stockholder (Tr, 1204-1206). Some 

of the highlights of Mr. Goldfine’s exploitation of the income and assets 

of Boston Port are set forth above. These facts were taken from a 

report filed with the SEC by the auditor of Boston Port Development 

Co. and were not disputed. 

At the expense of repetition, it should be noted that the Boston 

Port Development Co. loaned money on notes to Mr. Goldfine and 

had accounts receivable from him. These obligations were incurred 
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at a time when that company was delinquent in its real estate taxes. 
No attempt was made to collect on Mr. Goldfine’s obligations and the 
auditor of Boston Port. Development Co. set up a reserve for bad 
debts against Mr. Goldfine’s notes and accounts receivable. 

The auditor’s report, on file with the SEC and in the record of the 
subcommittee, disclosed that substantial checks were drawn by 
Boston Port Development for cash and to persons and companies for 
which no vouchers were available. The report also disclosed that 
$68,000 of mortgage interest owed to the Boston Port Development 
Co. from another of Mr. Goldfine’s companies (Little Building Trust, 
Inc.), was marked off on the books of Boston Port Development Co. 
for no consideration. None of these irregularities were challenged or 
denied by Mr. Goldfine. At one point he testified that whether or 
not he was above the law ‘‘remains to be seen” (Tr. 3077). 

Mr. Goldfine’s refusal to answer questions concerning the extra- 
ordinary financial transactions of the companies dominated and con- 
trolled by him on the ground that the subcommittee had no right to 
go into the internal affairs of a corporation, appears to have no 
justification. It is a specious attempt to kill off pertinent questions 
exposing the evil of exploitation of corporate assets by a dominant 
stockholder. 

The subcommittee is charged specifically with the duty of ascer- 
taining whether existing securities acts and their administration pro- 
vide adequate protection to investors. The SEC having knowledge 
of the extraordinary financial transactions of the Boston Port De- 
velopment Co. and of Mr. Goldfine’s enrichment, made no inquiry 
and took no action concerning same. 

It may be that under existing law, claim reasonably can be made 
that the SEC has no authority to make inquiry into the internal 
management of a registered company or its controlled subsidiary. 
It may also be cone to claim that the SEC has no jurisdiction to 
police the financial reports submitted to it in accordance with law. 

That does not mean, however, that the subcommittee has no such 
authority. It may well be that the subcommittee in fulfilling its 
duties and responsibilities will find it necessary in the public interest 
to recommend remedial legislation in this field. 'To determine whether 
legislation is needed and to prepare effective legislative proposals, it 
is a prerequisite that the subcommittee, by the testimony of the wit- 
ness Goldfine, ascertain fully the nature and extent of the evils in- 
volved and whether existing law and regulations are adequate to cope 
with them. It is not for the witness to refuse to answer on the ground 
that Congress has no power to inquire into the internal affairs of a 
corporation which is registered with the SEC; or on the ground that 
the subcommittee has no jurisdiction to inquire into a situation where 
a company has filed reports revealing a course of illegal conduct and 
the Commission has done nothing after receipt of such reports. 

The fact that a committee’s investigation may involve matters in 
civil litigation wherein the Government is not a party, cannot justify 
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refusals to answer an inquiry directed at the independent regulatory 
commissions. ‘T'o hold otherwise would seriously hinder the Congress 
in investigating the operations of any such agency. 


OTHER PERTINENT CoMMITTEE PROCEEDINGS 


On March 6, 1957, the Honorable Oren Harris (Democrat, Arkan- 
sas), chairman, House Committee on Interstate and Foreign Com- 
merce, appointed a Special Subcommittee on Legislative Oversight, 
consisting of the following membership: 


SpecrAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 


Morgan M. Moulder (D., Mo.), Chair- Joseph P. O’Hara (R., Minn.) 


man Robert Hale (R., Maine) 
John Bell Williams (D., Miss.) John W. Heselton (R., Mass.) 
John J. Flynt, Jr. (D., Ga.) John B. Bennett (R., Mich.) 


Leo W. O’Brien (D., N. Y.) 
John E. Moss (D., Calif.) 


Chairman Harris and the Honorable Charles A. Wolverton (Repub- 
lican, New Jersey) were appointed ex officio members of the subcom- 
mittee, with voting privileges. 

On April 17, 1957, the Honorable Peter F. Mack, Jr. (Democrat, 
Illinois) was appointed to membership on the subcommittee, vice 
Leo W. O’Brien (Democrat, New York), resigned. 

On February 10, 1958, the Honorable ‘Morgan M. Moulder (Demo- 
erat, Missouri) resigned as chairman of the subcommittee, Bia on 
February 11, 1958, the Honorable Oren Harris (Democrat, Arkansas), 
chairman of the full committee, himself assumed the chairmanship 
of the subcommittee, resulting in the present membership of the 
subcommittee shown below: 


SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 


Oren Harris (D., Ark.), Chairman Charles A. Wolverton (R., N. J.) 
John Bell Williams (D., Miss.) Joseph P. O’Hara (R., Minn.) 
Peter F. Mack, Jr. (D., Til.) Robert Hale (R., Maine) 
Morgan M. Moulder (D., Mo.) John W. Heselton (R., Mass.) 
John J. Flynt, Jr. (D., Ga.) John B. Bennett (R,., Mich.) 


John E. Moss (D., Calif.) 


The Special Subcommittee on Legislative Oversight was appointed 
under the authority of section 136 of the Legislative Reorganization 
Act of 1946 and House Resolution 99, 85th Congress, agreed to Feb- 
ruary 5, 1957. 

Section 136 of the Legislative Reorganization Act of 1946, which is 
included in the Rules of the House of Representatives, provides that 
to assist the Congress in “appraising the administration of the laws’ 
each standing committee of the House of Representatives shall “exer- 
cise continuous watchfulness” of the execution of the laws by the 
administrative agencies of the Government within the jurisdiction 
of the committee. 
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In addition, House Resolution 99, 85th Congress, authorizes the 
committee to investigate and study— 


the administration and enforcement by departments and 
agencies of the Government of provisions of law relating to 
subjects which are within the jurisdiction of such committee.' 


Set forth below are the minutes of an executive session of the Special 
Subcommittee on Legislative Oversight of the House Committee on 
Interstate and Foreign Commerce, held on the 29th day of July 1958, 
in room 1334, House Office Building, Washington, D. O.: 


EXTRACT FROM SUBCOMMITTEE MINUTES 
Tuesday, July 29, 1958 


The Special Subcommittee on Legislative Oversight of the 
House Committee on Interstate and Foreign Commerce met 
in executive session at 9:30 a. m., in room 1334, House Office 
Building, the chairman, Mr. Harris, presiding, a quorum 
being present. 


1 The resolution is as follows: 


[H. Res. 99, as amended by H. Res. 197 and H. Res. 316] 
RESOLUTION 


Resolved, That effective from January 4, 1957, the Committee on Interstate and Fereign Commerce may 
make investigations and studies into matters within its jurisdiction, including the ae 

(1) Policies with respect to competition among the various modes of transportation, whether rail, air, 
motor, water, or pipeline; measures for increased safety; and adequacy of the national transportation system 
for defense and the needs of an expanding economy; 

(2) Policies with respect to the promotion of the development of civil aviation; measures for increasea 
safety; restrictions on American air carriers which impede the free flow of commerce; rates, accounts, and 
continuance of subsidy payments; airport construction, hazards of adjacency to airports, and condemnation 
of airspace; aircraft and airline liability; aircraft research and development, and market for American aircraft; 
and air navigational aids and traflic control; 

(3) Availability of channels for allocation for radio and television; and divestnic:t of international radio 
and cable facilities; 


(4) Adequacy of the protection to investors afforded by the disclosures and regulatory provisions of the 
various Securities Acts; 

(5) Adequacy of petroleum, natural gas, and electric energy resources for defense and the needs of an 
expanding economy; adequacy, promotion, regulation, and safety of the facilities for extraction or genera- 
tion, transmission and distribution of such resources; development of synthetic liquid fuel processes; and 
regulation of security issues of and control of natural gas pipeline companies; 

(6) Advertising, fair competition, and labeling; 

(7) Research in weather, including air pollution and smog, and artificially induced weather; research into 
the basie sciences; and standards and weights and measures; 

(8) Effects of inflation upon benefits provided under railroad retirement and railroad unemployment 
programe and inequities in provisions of statutes relating thereto, with comparison of benefits under the 
social system; 

(9) Adequacy of medical facilities, medical personnel, and medical teaching and training facilities; re- 
search into human diseases; provisions for medical care; efficient and effective quarantine; protection to 
users against incorrectly labeled and deleterious foods, drugs, cosmetics, and devices; and other matters 
relating to public health; 

(10) Disposition of funds arising from the operation of the Trading With the Enemy Act; 

(11) Current and prospective consumption of newsprint and other papers used in the printing of news- 
papers, magazines, or such other publications as are admitted to second-class mailing privileges; current and 
prospective production and supply of such papers, factors affecting such supply; and possibilities of addi- 
tional production through the use of alternative source materials; 

(12) Increase in traffic accidents on the streets and highways of the United States during recent years; 
factors responsible for such increase, the rooting deaths, personal injuries, and economic losses; and meas- 
ures for eliminating such accidents or reducing their frequency and severity; and 

(13) The administration and enforcement by Departments and agencies of the Government of provisions 
of law relating to subjects which are within the jurisdiction of such committee. 

For the purposes of such investigations and studies the committee, or any subcommittee thereof, may 
sit and act during the present Congress at such times and places within or outside the United States, its 
Territories and possessions, and the Commonwealth of Puerto Rico, whether the House has recessed, or 
has adjourned, to hold such hearings, and to require, by subpena or otherwise, the attendance and testi- 
mony of such witnesses and the production of such books, records, correspondence, memoranda, papers, 
and documents, as it deems necessary. Subpenas may be issued under the signature of the chairman of 
the committee or any member of the committee designated by him, and may be served by any person 
designated by such chairman or member. 

The committee may report to the House at any time during the present Congress the results of any inves- 
tigation or study made under authority of this resolution, together with such recommendations as it deems 
appropriate. Any such report shall be filed with the Clerk of the House if the House ts not in session. 
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The subcommittee was called to order by the chairman 
pursuant to the following notice of the chairman issued on 
July 28, 1958: 

SUBCOMMITTEE NOTICE 


MEMBERS OF SUBCOMMITTEE ON LEGISLATIVE OVER- 
SIGHT OF THE House COMMITTEE ON INTERSTATE 
AND FOREIGN COMMERCE: 


There will be a meeting of the Subcommittee in Room 
1334, House Office Building, promptly at 9:30 o’clock 
a. m., July 29, 1958. 

Business to be considered: Executive Srsston—To 
consider what action the Subcommittee will take regard- 
ing contempt proceedings against persons who refused 
to answer questions. 

By direction of the Chairman. 

W. E. Wituramson, Clerk. 


The chairman stated the purpose of the meeting was to 
consider what action the subcommittee would take regarding 
the refusal of certain witnesses to answer material questions 
propounded to them in the course of the hearings conducted 
by the said subcommittee in Washington, D. C., beginning 
on the 2d day of July 1958, and continuing until July 17, 
1958, and what recommendation it would make regarding 
the citation of any such witnesses for contempt of the House 
of Representatives. 

After full consideration of the testimony of the witnesses 
given at the said hearings in Washington, D. C., the following 
resolution was offered by Mr. Hale: 

Resolved, That the Special Subcommittee on Legisla- 
tive Oversight recommend to the full Committee on 
Interstate and Foreign Commerce that due to the 
refusal of Bernard Goldfine to answer material questions 
propounded to him in the course of the hearings con- 
ducted by the said subcommittee in Washington, D. C., 
beginning on the 2d day of July 1958, and continuing 
until July 17, 1958, before this duly constituted sub- 
committee, that said Bernard Goldfine be cited for 
contempt. 

Mr. Flynt moved that the resolution as offered by Mr. 
Hale be adopted; seconded by Mr. Williams. 

Mr. O’Hara requested the yeas and nays on the resolution, 
and the yeas and nays were ordered unanimously by a show 
of hands. 

The resolution was adopted unanimously. 

Mr. O’Hara moved, seconded by Mr. Moss, that the rec- 
ord of this subcommittee in connection with the contempt 
proceedings against Mr. Bernard Goldfine and all proceed- 
ings in connection therewith be reported to the full committee 
and that Chairman Harris be designated to sign the report of 
the subcommittee. 

The motion was adopted unanimously. 





PROCEEDINGS AGAINST BERNARD GOLDFINE 


The Chair directed the staff to prepare the uk 
documents and record of proceedings to present to the f 
committee. 

Mr. Flynt moved that the subcommittee adjourn subject 
to the call of the Chair. 

Carried, voice vote. 

The subcommittee adjourned at 10 a. m., subject to call of 
the Chair. 

Herman Cray BEASsLey, 
Clerk of Subcommittee. 





EXTRACT FROM COMMITTEE MINUTES 
Thursday, July 31, 1958 


The entire committee met in executive session at 10 a. m., 
a quorum being present, the chairman, Mr. Harris, presiding, 
to. consider contempt proceedings against Mr. Bernard 
Goldfine, a witness who refused to answer relevent and 
pertinent questions of the Subcommittee on Legislative 
Oversight, pursuant to the following notice: 


CommiTTEE Notice 
JuLy 30, 1958. 
Members of House Committee on Interstate and Foreign 
Commerce: 

There will be a meeting of the entire committee 
PROMPTLY at 10 o’clock a. m. Thursday, July 31, 
1958, in the committee room. 

Business to be considered: Executive Szsston—To 
consider what action the committee will take regarding 
contempt proceedings against Mr. Bernard Goldfine 
for his refusal to answer questions of the Special Sub- 
committee on Legislative Oversight. 

By direction of the chairman. 


W. E. Wituiamson, Clerk. 


After some discussion, the Chair announced that the 
committee had obtained permission of the House to meet in 
executive session today during general debate in the House. 
Accordingly, the committee recessed at 11 a. m. until 2 p. m. 

After full consideration of the testimony of the witnesses 
given at the said hearings in Washington, D. C., the following 
resolution was offered. 

Mr. Williams moved that the Committee on Interstate and 
Foreign Commerce report and refer the refusals of Bernard 
Goldfine to answer questions before the Special Subcommit- 
tee on Legislative Oversight, together with all the facts in 
connection therewith, to the House of Representatives with 
the recommendation that the witness, Bernard Goldfine, be 
cited for contempt of the House of Representatives for his 
refusals to answer said questions to the end that he may be 
proceeded against in the manner and form provided by law. 
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The motion was seconded by Mr. Bennett. 
The vote was taken on the pending motion of Mr. Williams 
which carried 30—0 as shown by the following rollcall: 


Mr. Williams Mr. Jarman Mr. Springer 
Mr. Mack Mr. O’Brien Mr. Bush 

Mr. Roberts Mr. Moss Mr. Schenck 
Mr. Moulder Mr. Dingell Mr. Carrigg 
Mr. Staggers Mr. Kilgore Mr. Derounian 
Mr. Dolling Mr. Wolverton Mr. Younger 
Mr. Rogers Mr. O’Hara Mr. Avery 
Mr. Flynt Mr. Hale Mr. Alger 

Mr. Macdonald Mr. Bennett Mr. Neal 

Mr. Rhodes Mr. Beamer Mr. Harris 


The Chair asked that the minutes show the time as 5:04 
p. m. when the rollcall was completed. 

Mr. Springer moved that the Chair be authorized to make 
public the committee vote on the Goldfine contempt citation. 
Seconded by Mr. Wolverton. Carried (voice vote). 

Mr. Wolverton moved that the motion of Mr. Williams, 
adopted by the committee, be made public, together with the 
names of those who voted for it. Seconded by Mr. Dingell. 
Carried (voice vote). é 











85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2581 


RELATIVE TO THE ESTABLISHMENT OF AUWY}ERD, _, 
NATIONS FORCE OF MICHIGAN 


ULT +v 1958 


Avucust 13, 1958.—Ordered to be printed MAIN 
READING ROOM 


Mr. CarnawAan, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H, Con. Res. 373] 


The Committee on Foreign Affairs, to whom was referred Te 
concurrent resolution (H. Con. Res. 373) expressing the séfise of the 
Congress on the establishment of a United Nations force, having 
considered the same, report favorably thereon without amendment 
and recommend that the concurrent resolution do pass. 


COMMITTEE ACTION 


The Subcommittee on International Organizations and Movements 
of .he Committee on Foreign Affairs has had before it several resolu- 
tions dealing with the establishment of a United Nations force. 
These resolutions were: House Resolution 367 (Hon. A. S. J. Car- 
nahan); House Resolution 368 (Hon. Robert Hale); House Resolution 
369 (Hon. Edna F. Kelly); House Resolution 370 (Hon. Chester E. 
Merrow); House Resolution 371. (Hon. Henry S. Reuss); House 
Resolution 372 (Hon. Stuyvesant Wainwright); House Resolution 400 
(Hon. Peter Frelinghuysen, Jr.); House Concurrent Resolution 72 
(Hon. Peter W. Rodino, Jr.); House Concurrent Resolution 111 (Hon. 
Hugh J. Addonizio); House Concurrent Resolution 370 (Hon. John 
D. Dingell), as well as Senate Concurrent Resolution 109 (Senator 
John J. Sparkman), which was referred to the Committee on Foreign 
Affairs on August 1, 1958. ‘ : 

Hearings were held by the subcommittee in open session on July 24 
and 25, 1958, at which testimony was received from.Joseph E. Johnson, 

resident, Carnegie Endowment for Iniernational Peace; Hon. Henry 
S. Reuss, a Representative in Congress from the State -of Wisconsin; 
Hon. Stewart L. Udall, a Representative in Congress fromthe Siate-of 


Arizona; Edward Snyder, legislative secretary, friends Commiitee.en 
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National Legislation; Hon. Francis O. Wilcox, Assistant Secretary of 
State for International Security Affairs; Hon. James J. Wadsworth, 
Deputy United States Representative to the United Nations and in 
the Security Council; and Lt. Gen. Alonzo P. Fox (USA, retired), 
Deputy Assistant Secretary of Defense for National Security Council 
Affairs. 

As a result of these hearings and its consideration of these resolu- 
tions, the subcommittee drafted a new resolution which was reported 
to the Committee on Foreign Affairs and considered in executive 
session on August 12, 1958. 

House Concurrent Resolution 373 represents a revision of the 
language of the resolution submitted by the subcommittee, and was 
introduced by the Hon. A. S. J. Carnahan on August 12, 1958. The 
resolution is as follows: 


Resolved, by the House of Representatives (the Senate con- 
curring), That it is the sense of the Congress that considera- 
tion should immediately be given by the General Assembly 
of the United Nations to the development, within its perma- 
nent structure, of such organization and procedures as will 
enable the United Nations promptly to employ suitable 
United Nations forces for such purposes as observation and 
patrol in situations that threaten international peace and 
security. 


The Committee on Foreign Affairs on August 13, 1958, voted 
ynanimously to report House Concurrent Resolution 373. 


NEED FOR A UNITED NATIONS FORCE 


The United Nations Emergency Force, established at the time of the 
Suez crisis of 1956, bas made an important contribution to inter- 
national peace and there are indications that had there been available 
to the United Nations a force adequate and ready for service in Leba- 
non at an earlier date, the course of recent exents in the Middle East 
might have been altered. 

Experience demonstrates that in the future, as in the past, there 
will be situations which may require on short notice the services of 
United Nations forces, and that the ability to bring such forces into 
action quickly may determine their effectiveness. 

The Committee on Foreign Affairs believes that the United Nations 
should develop, within its permanent structure, organization and 
procedures which will enable it to employ promptly forces for observa- 
tion and patrol in order to deal with threats to international peace 
and security. The committee is convinced also that an expression 
by the Congress in favor of the development of such forces will 
strengthen the United States delegation to the United Nations in its 
support of measures to accomplish this purpose and will give assur- 
ancé to other United Nations Members who favor the development 
of such forces. 

Recent events have not only demonstrated the need for permanent 
arrangements for a United-Nations foree but have also indicated the 
limitations on the functions: to be performed by such forces and-the 
obstacles to be-overcome if suitable forees- are to. be made available 
for prompt deployment. - = -* = 


RDEPOSHED BEFAEBLISHMENT OF A UNITED NATIONS FORCE 3 
UNITED STATES OF Amtnica 
FORCE CAPABLE OF REPELLING AGGRESSION NOT CONTEMPLATED 


The founders of the United Nations contemplated and the United 
Nations Charter makes provision (arts. 42-47 in particular) for the 
use of military forces by the United Nations when necessary to main- 
tain or restore international peace and security. The world situation 
and the conditions under which the United Nations has had to operate, 
however, have been such that the overwhelming majority of nations 
appears to be unwilling for the United Nations to create under its 
auspices and control a “military foree capable of repelling an armed 
invasion. 

Two major considerations apparently underlie this attitude. One 
is the reluctance of each of the major nations (including the United 
States) to support the building up of a strong armed force which might 
conceivably be used in a manner contrary to its own interest. The 
other consideration is that the maintenance of such a force would cost 
many times the amount of the present annual United Nations budget 
of $55 million. Under present world conditions, it is doubtful that 
any nation would be willing to contribute on a permanent basis its 
share of such cost. It is probable that none of the major powers 
would at present feel that it could reduce its own defense expenditures 
because of the existence of a United Nations fighting force. 


COST A MAJOR LIMITATION 


The experience of the United Nations makes clear that for the 
immediate future, at least, any permanent arrangement for United 
Nations forces will be limited by financial considerations. The 
present United Nations Emergency Force of about 6,000 cost the 
United Nations $30 million in 1957 and the estimate for 1958 is $25 
million. This is in addition to the costs borne by the governments 
supplying contingents to the United Nations Emergency Force. 
These nations continue to bear those expenses which they would 
incur if the units made available to the United Nations had remained 
at home. 

The United Nations budgeted expenditures for 1958 are $55,062,850, 
not including the cost of the United Nations Emergency Force, The 
maintenance of a force of 6,000, therefore, involves an increase in the 
United Nations budget of about 50 percent... There was some re- 
luctance in the United Nations General Assembly on the part of 
the nations with small national budgets to pay their share of the 
cost of the present United Nations Emergency Force. The Honorable 


James J. Wadsworth, deputy United States representative to the 


United Nations and deputy United States representative in the 
Security Council, testified that— 


I would frankly estimate that to get the General Assembly 
to decide on an annual appropriation of $30 million for a 
standby military force to be financed on the regular scale 
of assessments would be an extremely difficult diplomatic 
undertaking, and that I think is understatement. 


It has been argued that it would be in the interest of the United 
States to shoulder much of the cost in order that a larger and more 
effective United Nations force might be available. It is maintained 
that such expenditure might actually save the United States money 
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if such a force could be used rather than United States units in situa- 
tions such as Lebanon or wherever the existence of such a force might 
serve as a deterrent to aggression and thus avert war. 

On the other hand, it is important that any United Nations force 
regard itself as representing all of the United Nations members and 
that each member country regard such a force as its representative. 
The effectiveness of a United Nations force would be greatly dimin- 
ished if it came to be regarded as predominantly financed by, or 
identified with, any particular power. 

No specific formula for allocating such costs is proposed, but the 
committee is convinced that the entire membership of the United 
Nations should contribute to the support of forces if they are to 
perform effectively. At the same time, it is recognized that some 
arrangement for apportioning expenses, other than including them in 
the United Nations budget, may be equitable. If the practice of 
accepting national contingents only from the smaller nations and not 
from the 5 major powers which are permanent members of the Security 
Council should continue, some increase in the assessments against 
these 5 governments might be justified. 








PROBLEMS INVOLVED IN 





MAINTAINING 





FORCE IN BEING 











There are obvious advantageous in having the United Nations main- 
tain a force continuously in being which could be sent on a moment’s 
notice to any area where trouble threatens. The establishment of 
such a force, however, presents certain problems which are avoided 
if any United Nations force is made up of contingents supplied by 
member nations to deal with specific situations as they arise. 

In general, a force in being would be more costly than a force brought 
into service only for the duration of a particular emergency and ad- 
justed in size to the requirements of the occasion. A force in being 
could be created either by maintaining the desired strength with a 
series of national contingents supplied from the forces of member 
nations or by recruiting a force of individual volunteers. The latter 
procedure would involve greater cost for an equivalent number of 
men since all of the expenses of a volunteer force would be borne by 
the United Nations while, in the case of national contingents, the send- 
ing governments might be expected to pay part of the cost. 

A United Nations force in being made up of national contingents, 
on the other hand, could function in the desired manner only if such 
contingents were subject to United Nations command without reser- 
vation on the part of the sending states. Under present conditions 
there appear to be few countries which would be willing to commit 
their forces on such a basis. Most governments feel it necessary to 
know the nature of the dispute and the area involved before permit- 
ting units of their forces to be used by the United Nations. To the ex- 
tent that rules can be drawn up in advance, establishing the conditions 
under which a United Nations force might intervene and the func- 
tions it might b2 called on to perform, this difficulty would be miti- 
gated. The preparation of sucb rules and regulations is an extremely 
complex operation and the existence of such rules and regulations 
might prevent the effective use of a United Nations force to deal with 
an unprecedented situation. 
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Another problem involved in maintaining a permanent United 
Nations force in being, as distinguished from making permanent 
arrangements for calling up forces when needed, is that of its location. 
The provision of barracks and other facilities by the United Nations 
would increase the cost substantially above that required to call up 
national contingents when needed. If such a force, or units of it, were 
located in certain parts of the world, where trouble might be antici- 
pated, the nations of the area might tend to regard the presence of 
such units as reflecting on their national dignity. On the other hand, 
if such forces were located within the territory of any major power 
they might be regarded as being under the influence of the nation in 
which they were stationed. 

In view of these problems, the immediate issue confronting the 
United Nations is not so much whether a permanent force would be 
preferable to forces called up when needed to deal with specific prob- 
lems but, rather, whether it would be possible to make permanent 
arrangements within the United Nations which might be expected to 
produce when needed a force capable ot doing the job assigned to it 
before the several obstacles to the creation of a force in being have 
been overcome. 

CONSENT 


The ability of a United Nations force to deal with threats to the 
peace by moving into a situation in its early stages before a con- 
troversy gets out of hand is limited by the fact that such a force 
cannot enter the territory of any state without the consent of the 
government involved. In connection with the sending of the United 
Nations Emergency Force to the Suez area, the principle that no 
nation was required by the United Nations Charter to accept recom- 
mendations ot the General Assembly involving the operations of a 
United Nations force on its territory was generally accepted and 
established as a precedent. It is clear that a substantial change in 
the attitude of nations toward their own sovereignty and toward the 
authority and responsibilities of the United Nations would be neces- 
sary before a revision of this principle and could be achieved. 


CONTROL AND COMMAND 


The working out of permanent arrangements for the control and 
command of a United Nations force involves major and complex 
issues. The Secretary General has been given broad authority and 
responsibility for the United Nations Emergency Force in the Gaza 
area and the United Nations Observation Group in Lebanon. Never- 
theless, it is by no means certain that subsequent occupants of the 
office of Secretary General will enjoy the same widespread confidence 
and support as does the present incumpent. The position of the 
Secretary General in the United Nations structure does not contem- 
plate that he should assume responsibilities comparable to those of 
the President of the United States under our Constitution, and it 
would presumably not be desirable to assign to the Secretary General 
the responsibilities of commander in chief. 

Under the Charter of the United Nations it might be expected that 
control of the United Nations force should rest in the Security Council, 
but as long as the present attitude of the Soviet Union toward the 
maintenance of the peace persists and the exercise of the Soviet veto 
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continues, it is inconceivable that the Security Council could effec- 
tively operate a United Nations force. 

There are obvious difficulties in having command and direction 
lodged in a body the size of the General Assembly. 

The existence of great difficulties does not mean that the problems 
of command and control are insoluble. There are a number of things 
that can and should be done immediately. It is important that a 
permanent headquarters command and planning staff be established 
as soon as possible. Such a staff could develop the necessary plans 
and procedures for calling into being, deploying, and supporting 
logistically a limited force capable of observation and patrol. It 
could locate various types of equipment, such as aircraft in member 
nations, and make preliminary arrangements for calling up equipment 
and units of forces to meet various requirements. 

Problems of the variety and complexity described are evidence that 
a permanent and effective United Nations force cannot be created 
overnight by a resolution of the United Nations General Assembly. 
The process must inevitably be evolutionary in nature with experience 
providing guidance as to the course to be followed. 


PURPOSE OF RESOLUTION 


The purpose of this resolution is to express the sense of the Congress 
that the United Nations should promptly undertake to solve these 
difficulties and, in addition, to take immediate steps to make available 
a United Nations force for observation and patrol in situations that 
threaten international peace and security. In view of the obsiacles 
to be overcome and the problems to be solved, the committee believes 
that it is better to focus on objectives rather than specific means. 
The resolution does not advocate a force of designated size or struc- 
ture or for the performance of designated functions. The reconcilia- 
tion of basic issues might tend to delay the taking of steps which 
would facilitate greatly the prompt deployment of a United Nations 
force. It is better to do what can be done immediately rather than 
to delay all United Nations action until agreement can be obtained 
on major problems. 

The committee believes that in the world of today there would be 
obvious advantages in having units assigned to any United Nations 
force come only from the smaller nations, not from any of the five 
permanent members of the Security Council (United States, United 
Kingdom, France, Union of Soviet Socialist Republics, and China). 
Nevertheless, the resolution does not include a specific recommenda- 
tion to this effect in order not to impair full flexibility in dealing with 
the problem and to avoid any implication that United States support 
of a United Nations foree would be contingent on our own forces 
being exempt from service. 

The resolution reflects the desire of the Congress that the United 
States delegation to the United Nations support action necessary to 
attain the desired objective but recognizes that it may be desirable 
under circumstances which may prevail at any given time that the 
initiative for the establishment of a United Nations force be left to 
other nations. 

O 
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AUTHORIZING CONVEYANCE OF LAND AT FORT 
CROWDER MILITARY RESERVATION TO THE CITY OF 
NEOSHO, MO. 


Avevust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Vinson, from the Committee on Armed Services, submitt#Wthe ps, , ; 
following OF MICHIGAN 


SEP S 1959 


REPORT 
[To accompany 8. 3534] READING toon 


The Committee on Armed Services, to whom was referred the bill 
(S. 3534) to authorize the Secretary of the Army to convey approxi- 
mately 181 acres of land at Fort Crowder Military Reservation to the 
city of Neosho, Mo., having considered the same, report favorably 
thereon without amendment and: recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize and direct the Secretary of 
the Army to convey approximately 181 acres of land at Fort Crowder 
Military Reservation to the city of Neosho, Mo., upen payment of 
fair value as determined by the Secretary of the Army. 


NEW LEGISLATION 


This is new legislation and does not amend existing law. 

The land which is the subject of this bill is part of the Fort Crowder 
Military Reservation. It is an installation consisting of approxi- 
mately 10,500 acres at an original cost of slightly under $400,000. 
The 181 acres involved in this bill were acquired in 1943 at a cost 
slightly under $10,000. Therefore, the fair value would be that price 
plus whatever appreciation has resulted in the intervening years. 
The Fort Crowder Military Reservation was established in McDonald 
and Newton Counties, Mo., in 1942, and was used during World War IT 
for the training of Signe] Corps troops. 

The land described in this bill was on the perimeter of the installa- 
tion bounded on one side by United States Highway No. 71, and on 
the other side by the Kansas City Southern Railway. 
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The Department of the Army bas placed no improvements on the 
property since its original acquisition. During the intervening time, 
property has at times been made available for civilian agricultural 
amd grazing utilization under a lease that currently extends to Febru- 
ary 1962. The prorated annual rental for the 181 acres is $262. 

All mineral rights, including gas and oil, would be reserved to the 
United States. 

FISCAL DATA 


Enactment into law of this measure would not involve the expendi- 
ture of any Federal funds. 


COMMITTEE POSITION 


The Armed Services Committee recommends that this measure be 
enacted into law in view of the fact that the Department of the Army 
states that the land described in the bill is not required to fulfill 
military requirements, and therefore, is available for disposal as 
surplus property. 

he committee takes cognizance of the suggested amendment of the 
Army relating to a requested reservation to the United States of the 
right to maintain utility lines required by the United States. The 
language of the bill states that the Secretary of the Army shall, ‘upon 
payment of fair value as determined by him,” make the conveyance 
of the 181 acres of land. The committee takes the position that this 
language clearly vests in the Secretary of the Army the right, in deter- 
mining the fair market value, to take into consideration any action 
required on the part of the Army to protect the legitimate interests 
of the Government as embodied in any existing easements. There- 


fore, the committee does not deem it necessary to include the proposed 
amendment in order to protect the interest of the Government. 


DEPARTMENTAL DATA 


The Department of the Army has no objection to this measure, as 
is evidenced by letter dated July 18, 1958, from Wilber M. Brucker, 
Secretary of the Army, relating to an identical bill, H. R. 11583, which 
is set out below and made a part of this report. 

Secretary Brucker also indicates that neither the Department of 
Defense nor the Bureau of the Budget have any objection. 


JuLy 18, 1958. 
Hon. Cart VINson, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CHarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 11583, 85th Congress, a bill to authorize the Secretary 
of the Army to convey approximately 181 acres of land at Fort Crowder 
Military Reservation to the city of Neosho, Mo. The Secretary of 
Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon. 
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UNITED STATES OF 
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The Department of the Army, on behalf of the Department of De- 
fense, interposes no objection to enactment of the above-mentioned 
bill, the purpose of which is stated in its title. 

The Camp Crowder Military Reservation was established in Mc- 
Donald and Newton Counties, Mo., in 1942, and was used during 
World War II for the training of Signal Corps troops. An area con- 
taining 1,919 acres was transferred last year to the Department of the 
Air Force. Other areas have, from time to time, been sold as surplus. 
The installation, currently designated as Fort Crowder, is in an inactive 
status and comprises 10,458.31 acres of land acquired at a cost of 
$370,119. 

The land described in H. R. 11583 is on the perimeter of the installa- 
tion, bounded on one side by U. S. Highway No. 71 and on another 
side by the Kansas City Southern Railway. The 181 acres involved 
were acquired in 1942 and 1943 from 5 owners at a prorated cost of 
$9,875. The Department of the Army has placed no improvements 
on the property, which has been made available for civilian agriculture 
and grazing utilization under a lease that currently extends to 
February 28, 1962. The prorated annual rental for the 181 acres is 
$262. 

The land described in H. R. 11583 is not required to fulfill military 
requirements. It is, therefore, available for report to General 
Services Administration for reassignment or disposal in accordance 
with the Federal Property and Administrative Services Act of 1949 
(63 Stat. 377). However, the Department of the Army, having no 
further need for the property, would interpose no objection to any 
disposal Congress deems appropriate. 

Should the committee favorably consider this legislation, it is 
recommended that the bill be amended to preserve the integrity of 
easements previously granted by the United States across the property 
involved and to assure the retention of any utilities placed in the 

roperty in connection with activities at Fort Crowder by deleting 
ees i to 3, page 3, and inserting in lieu thereof the following: 

“Src. 2. The conveyance authorized by this Act shall be subject 
to existing easements and shall be effected by quitclaim deed which 
may contain conditions deemed necessary by the Secretary of the 
Army to reserve to the United States the right to maintain utility 
lines required by the United States.” 

; — of this measure will involve no Department of Defense 
unds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advised that there was no objection to the 
submission of an identical report on S. 3534, 85th Congress, a com- 
panion bill. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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Mr. Watrter, from the Committee on Un-American Activities, 
submitted the following 


REPORT 


CITING FRANK WILKINSON 


The Committee on Un-American Activities, as created and author- 
ized by the House of Representatives through the enactment of Public 
Law 601, section 121, subsection (q) (2) of the 79th Congress, and 
under House Resolution 5 of the 85th Congress, caused to be issued a 
subpena to Frank Wilkinson to be and appear before said Committee 
on Un-American: Activities, or a duly authorized subcommittee 
thereof, of which the Honorable Francis E. Walter is chairman, on 
Wednesday, July 30, 1958, at ten o’clock a. m., at Court Room 1, 3d 
Floor, Old Post Office Building, Atlanta, Georgia, then and there to 
testify touching matters of inquiry committed to said committee, and 
not to depart without leave of said committee. The subpena served 
upon the said Frank Wilkinson is set forth in words and figures as 
follows: 


Untrep States or AMERICA 
CONGRESS OF THE UNrrep STaTEs 


To Frank WILKINSON, Greeting: 


Pursuant to lawful authority, You ARE HEREBY cOM- 
MANDED to be and appear before the Committee on Un- 
American Activities of the House of Representatives of 
the United States, or a duly appointed subcommittee thereof, 
on Wednesday, July 30, 1958, at ten o’clock a. m., at Court 
Room 1, 3d Floor, Old Post Office Building, Atlanta, Geor- 
gia, then and there to testify touching matters of inquiry 
committed to said committee, and not to depart without 
leave of said committee. 
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HereEoF FAIL NOT, as you will answer your default under 
the pains and penalties in such cases made and provided. 
To U.S. Marshal, to serve and return. 
GiveN under my hand this 22d day of July, in the year 
of our Lord, 1958. 
Francis E. Water, Chairman. 


The said subpena was duly served as appears by the return made 
thereon by the United States Marshal, who was duly authorized to 
‘serve the said subpena. The return of the service by ‘the said United ’ 
States Marshal being endorsed thereon, is set forth in words and 
figures as follows: 


Subpena for Frank Wilkinson, Room 231, Atlanta Biltmore Hotel, 
Atlanta, Georgia, before the Committee on the 30th day of July 
1958, 

I made service of the within subpena by serving a copy on him person- 
ally in his room at 3:25 P. M. at the Atlanta Biltmore Hotel, 
Atlanta, Ga., the within named Frank Wilkinson at Atlanta 
Biltmore Hotel, Atlanta, Georgia, room 231, at 3:25 o’clock, 
p. m., on the 23d day of July, 1958. 

Dated July 23, 1958 
W. G. Littlefield, United States Marshal 
By: Leonard G. Herndon, Chief Deputy. 


The said Frank Wilkinson, pursuant to the said subpena, and in 
compliance therewith, appeared before a subcommittee of the Com- 
mittee on Un-American Activities on July 30, 1958, to give such 
testimony as ae under and by virtue of Public Law 601, section 
121, subsection (q) (2) of the 79th C ongress, and under House Reso- 
lution 5 of the 85th Congress. The said Frank Wilkinson having 
appeared as a witness and having been asked the questions, namely: 


Are you now a member of the Communist Party ? 

I should like to display this document to you and ask you 
whether or not you made the calls to the places indicated in 
the document at the time revealed by the document. 

Are you now the principal driving force, the leader, of the 
Emergency Civil Liberties Committee ? 


which questions were pertinent to the subject under inquiry, refused 
to answer said questions, and as a result of said Frank Wilkinson’s 
refusal to answer the aforesaid questions, your committee was pre- 

vented from receiving testimony and information concerning a mat- 
ter committed to said committee in accordance with the terms of a 
subpena served upon the said Frank Wilkinson. 

The record of the proceedings before the subcommittee on July 2 
1958, insofar as it is pertinent to the appearance of the witness F coat 
Wilkinson on July 30, 1958, is set forth in fact as follows: 


DEPOSITED BY THE | 
UNITED STATES OF AMERICA | 
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TUESDAY, JULY 29, 1958 


Untrtep States House oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMMITTEE ON UN-AMERICAN ACTIVITIES, 


Atlanta, Ga. 
PUBLIC HEARING 


A subcommittee of the Committee on Un-American Activities met, 
pursuant to call, at 10:07 a. m., in the Courtroom, Old Post Office 
Building, Atlanta, Ga., Honorable Francis E. Walter (the chairman) 
presiding. 


Committee members present: Representatives Francis E, Walter, 
of Pennsylvania; Edwin E. Willis, of Louisiana; William M. Tuck, 
of Virginia; and Donald L. Jackson, of California. 

Staff members present: Richard Arens, staff director, and George 
Williams and Frank Bonora, investigators. 

The Cuarrman, The committee will be in order. 

Let there be incorporated in the body of the record the Resolution 
of the Committee on Un-American Activities authorizing and direct- 
ing the holding of the instant hearings here in Atlanta. 

{ The information follows :) 


BE IT RESOLVED, that a hearing by the Committee, or a subcommittee there- | 
of, to be held in Atlanta, Georgia, or at such other place or places as the Chair- 
man may designate, on such date or dates as the Chairman may designate, be 
authorized and approved, including the conduct of investigations deemed rea- 
sonably necessary by the staff in preparation therefor, relating to the follow- 
ing subjects and having the legislative purposes indicated : 

1. The extent, character and objects of Communist colonization and infiltration 
in the textile and other basic industries located in the South, and Communist 

arty propaganda activities in the South, the legislative purpose being: 

(a) To obtain additional information for use by the Committee in its 
consideration of Section 16 of H. R. 9352, relating to the proposed amend- 
ment of Section 4 of the Communist Control Act of 1954, prescribing a 
penalty for knowingly and wilfully becoming or remaining a member of 
the Communist Party with knowledge of the purposes or objectives thereof ; 
and 

(b) To obtain additional information, adding to the Committee’s overall 
knowledge on the subject so that Congress may be kept informed and thus 
prepared to enact remedial legislation in the National Defense, and for 
internal security, when and if the exigencies of the situation require it. 

%. Entry and dissemination within the United States of foreign Communist 
Party propaganda, the legislative purpose being to determine the necessity for, 
and advisability of, amendments to the Foreign Agents Registration Act designed 
more effectively to counteract the Communist schemes and devices now used in 
avoiding the prohibitions of the Act. 

8. Any other matter within the jurisdiction of the Committee which it, or any 
subcommittee thereof, appointed to conduct this hearing, may designate. 


The CuatrmMan. Let there likewise be incorporated in the body of 


the record the order of appointment by myself of the subcommittee to 
conduct the hearings. 








‘ 
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(The information follows :) 


June 24, 1958. 
To: Mr. Richard Arens 


Staff Director 
House Committee on Un-American Activities 


Pursuant to the provisions of law and the rules of this Committee, I hereby 
appoint a subcommittee of the Committee on Un-American Activities, consisting 
of Representative Edwin E. Willis, as Chairman, and Representatives William 
M. Tuck and Donald L. Jackson, as associate members, to conduct hearings in 
Atlanta, Georgia, Tuesday, Wednesday, and Thursday, July 29, 30, and 31, 1958, 
at 10:00 A. M., on subjects under investigation by the Committee, and take such 
testimony on said days or succeeding days, as it may deem necessary. 

Please make this action a matter of Committee record. 

If any Member indicates his inability to serve, please notify me. 

Given under my hand this 24th day of June, 1958. 


Francis E. Walter, Chairman, 
Committee on Un-American Activities. 

Representative Francis E. Walter, chairman of the full committee 
presided over the hearing and made the following statement : 

The hearings which begin today in Atlanta are in furtherance of 
the powers and duties of the Committee on Un-American Activities, 
pursuant to Public Law 601 of the 79th Congress, which not only 
establishes the basic jurisdiction of the committee but also mandates 
this committee, along with other standing committees of the Congress, 
to exercise continuous watchfulness of the execution of any laws the 
subject matter of which is within the jurisdiction of the committee. 

In response to this power and duty, the Committee on Un-American 
Activities is continuously in the process of accumulating factual in- 
formation respecting Communists, the Communist Party, and Com- 
munist activities which will enable the committee and the Congress 
to appraise the administration and operation of the Smith Act, the 
Internal Security Act of 1950, the Communist Control Act of 1954, 
and numerous provisions of the Criminal Code relating to espionage, 
sabotage, and subversion. In addition, the committee has before it 
numerous proposals to strengthen our legislative weapons designed 
to protect the internal security of this Nation. 

In the course of the last few years, as a result of hearings and in- 
vestigations, this committee has made over 80 separate recommenda- 
tions for legislative action. Legislation has been passed by the Con- 
gress embracing 35 of the committee recommendations and 26 separate 
proposals are currently pending in the Congress on subjects covered 
by other committee recommendations. Moreover, in the course of the 
last few years numerous recommendations made by the committee for 
administrative action have been adopted by the executive agencies 
of the Government. 

The hearings in Atlanta are in furtherance of a project of this com- 
mittee on current techniques of the Communist conspiracy in this 
Nation. Today, the Communist Party, though reduced in size as a 
formal entity, is a greater menace than ever before. It has long since 
divested itself of unreliable elements. Those who remain are the 
hard-core, disciplined agents of the Kremlin on American soil. Most 
of the Communist Party operation in the United States today consists 
of underground, behind-the-scenes manipulations. The operation 
is focused at nerve centers of the Nation and masquerades behind a 
facade of humanitarianism. 
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We know that the strategy and tactics of the Communist Party 
are constantly changing for the purpose of avoiding detection and in 
an attempt to beguile the American people and the Government re- 
specting the true nature of the conspiracy. As we on the Committee 
on Un-American Activities seek to develop factual information on 
these changing strategies and tactics for our legislative purposes, we 
are constantly met with numerous and unfounded charges respecting 
the nature of our work and our objectives. Such charges will not 
dissuade us from our duty. We seek the facts and only the facts. 
Insofar as it is within the power of this committee, as a part of the 
United States Congress, we shall obtain the facts and we shall-do so 
within the framework of carefully prescribed procedures of justice 
and fair play. 

I have long felt that the effectiveness of this committee appears to 
be in direct ratio to the volume of attack against it which is waged 
by the Communist Party and those under Communist discipline. 
Accordingly, I was interested to take note some several months ago 
of the intensified activity against the Committee on Un-American 
Activities and the Federal Bureau of Investigation which is now 
being promoted by the Communist Party. This campaign was the 
subject of a special booklet which the committee issued entitled 
“Operation Abolition.” I was somewhat gratified to receive a letter 
from Mr. J. Edgar Hoover, Director of the F. B. I. in regard to this 
booklet, part of which letter reads as follows: 

This booklet depicts another example of the apparent ease with which the 
Communists have been able to enlist the support of misguided individuals to 
assist them in obscuring their subversive workings. Certainly the real meaning 
of civil liberties is not understood by these Communist apologists. 

Your Committee’s role in safeguarding our freedoms is well known to every 
patriotie citizen, and real Americans are not going to be fooled or misled by 
efforts to discredit your vital task. 

Preliminary investigations by the staff of this committee indicate 
that the principal Communist Party activities in the South are 
directed and manipulated by agents who are headquartered in Com- 
munist nests in concentration points in the metropolitan areas of the 
North. 

May I emphasize that the purpose of the committee here in Atlanta 
is to develop facts with reference to a pattern of operation and not 
to attempt to exhaust the subject matter. We have not subpenaed 
witnesses for these hearings merely for the sake of exposure or to 
put on a show. We are engaged in the serious business of tracing 
the operations in the United States of a world-wide conspiracy which 
is determined to destroy us. Should we attempt to interrogate in 
these hearings even a significant percentage of all possible witnesses 
on whom we have lead information regarding Communist activity in 
the South, we would be here for many months to the neglect of our 
work elsewhere. 

It is a standing rule of this committee that any person identified 
as a member of the Communist Party during the course of the com- 
mittee hearings will be given an early opportunity to appear before 
this committee, if he desires, for the purpose of denying or explain- 
ing any testimony adversely affecting him. It is also the policy of 
the committee to accord any witness the privilege of being repre- 
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sented by counsel; but within the provisions of the rules of this com- 
mittee, counsel’s sole and exclusive prerogative is to advise his client. 

I would remind those present that a disturbance of any kind or an 
audible comment during the hearings will not be permitted. This 
is a serious proceeding in which we are earnestly trying to discharge 
an important and arduous duty with the general objective of main- 
taining the security of this great Nation. 


The record of the proceedings before the subcommittee on July 30, 
1958, during which Frank Wilkinson refused to answer the aforesaid 
questions, is ; set forth in fact as follows: 


WEDNESDAY, JULY 30, 1958 


Untrep States House or RepresENTATIVES, 
SUBCOMMITTEE OF THE 
JOMMITTEE ON UN-AMERICAN ACTIVITIES, 
Atlanta, Ga. 
PUBLIC HEARING 


The subcommittee of the Committee on Un-American Activities 
met, pursuant to call, at 10 a. m. in the Courtroom, Old Post Office 
Building, Atlanta, Ga., Honorable Edwin E. Willis (chairman of the 
subcommittee) presiding. 

Committee members present: Representatives Edwin E. Willis, of 
Louisiana; William M. Tuck, of Virginia; and Donald L. Jackson, 
of California. 

Staff members present: Richard Arens, staff director, and George 
Williams and Frank Bonora, investigators. 

Mr. Wiis. The subcommittee will please come to order. 

Counsel, will you call your first witness? 


After hearing the testimony of one other witness, Frank Wilkinson 
was then called ‘before the committee. 


Mr. Arens. Frank Wilkinson, kindly come forward. 

Mr. Wits. Please raise your right hand. Do you solemnly swear 
that the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help) you God? 

Mr. Wiixrnson. I do. 


TESTIMONY OF FRANK WILKINSON 


Mr. Arens. Kindly identify yourself by name, residence, and 
occupation. 

Mr. Witxtnson. My name is Frank Wilkinson. 

Mr. Arens. And your residence, please, sir ? 
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Mr. Witxinson. As a matter of conscience and personal respon- 
sibility, I refuse to answer any questions of this committee. 

Mr. Arens. And your occupation, please, sir? 

Mr. Witxrnson. As a matter of personal conscience and respon- 
sibility, I refuse to answer any questions of this committee. 

Mr. Arens. You are appearing today in response to a subpena that 
was served upon you by the House Committee on Un-American 
Activities ? 

Mr. Wiixrnson. | am. 

Mr. Arens. And you are not represented by counsel ? 

Mr. Wiixinson. I am not. 

Mr. Arens.. You know you have the privilege of counsel ? 

Mr. Wixxrnson. I do. 

Mr. Arens. Mr. Wilkinson, are you now a member of the Com- 
munist Party ? 

Mr. Wiixrnson. As a matter of conscience and personal responsi- 
bility, I refuse to answer any questions of this committee. 

Mr. Arens. Now, sir, I should like to make an explanation to you of 
the reasons, the pertinency, and the relevancy of that question and cer- 
tain other questions which I propose to propound to you; and I do so 
for the purpose of laying a foundation upon which I will then request 
the chairman of this subcommittee to order and direct you to answer 
those questions. 

The Committee on Un-American Activities has two major responsi- 
bilities which it is undertaking to perform here in Atlanta. 

Responsibility number 1, is to maintain a continuing surveillance 
over the administration and operation of a number of our internal 
security laws. In order to discharge that responsibility the Commit- 
tee on Un-American Activities must undertake to keep abreast. of 
techniques of Communists’ operations in the United States and Com- 
munist activities in the United States. In order to know about Com- 
munist activities and Communist techniques, we have got to know 
who the Communists are and what they are doing. 

Responsibility number 2, is to develop factual information which 
will assist the Committee on Un-American Activities in appraising 
legislative proposals before the committee. 

There are pending before the committee a number of legislative pro- 
posals which undertake to more adequately cope with the Communist 
Party and the Communist conspiratorial operations in the United 
States. H. R. 9937 isone of those. Other proposals are pending before 
the committee not in legislative form yet, but in the form of sugges- 
tions that there be an outright outlawry of the Communist Party; 
secondly, that there be registrations required of certain activities of 
Communists; third, that there be certain amendments to the Foreign 
Agents Registration Act because this Congress of the United States 
has found repeatedly that the Communist Party and Communists in 
the United States are only instrumentalities of a Kremlin-controlled 
world Communist apparatus. Similar proposals are pending before 
this committee. 

Now with reference to pertinency of this question to your own 
factual situation, may I say that it is the information of this commit- 
tee that you now are a hard-core member of the Communist Party; 
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that you were designated by the Communist Party for the purpose of 
creating and manipulating certain organizations, including the Emer- 
ency Civil Liberties Committee, the affiliate organizations of the 

imergency Civil Liberties Committee, including a particular commit- 
tee in California and a particular committee in Chicago, a committee— 
the name of which is along the line of the committee for cultural free- 
dom, or something of that kind. I don’t have the name before me at 
the instant. 

It is the information of the committee or the suggestion of the com- 
mittee that in anticipation of the hearings here in Atlanta, Georgia, 
you were sent to this area by the Communist Party for the purpose of 
developing a hostile sentiment to this committee and to its work for 
the purpose of undertaking to bring pressure upon the United States 
Congress to preclude these particular hearings. Indeed it is the fact 
that you were not even subpenaed for these particular hearings until 
we learned that you were in town for that very purpose and that you 
were not subpenaed to appear before this committee until you had 
actually registered in the hotel here in Atlanta. 

Now, sir, if you will tell this committee whether or not, while you 
are under oath, you are now a Communist, we intend to pursue that 
area of inquiry and undertake to solicit from you information respect- 
ing your activities as a Communist on behalf of the Communist Party, 
which is tied up directly with the Kremlin; your activities from the 
standpoint of propaganda; your activities from the standpoint of 
undertaking to destroy the Federal Bureau of Investigation and the 
Committee on Un-American Activities, because indeed this committee 
issued a report entitled “Operation Abolition,” in which we told some- 
thing, the information we then possessed, respecting the efforts of the 
Emergency Civil Liberties Committee, of which you are the guiding 
light, to destroy the F. B. I. and discredit the director of the F. B. I. 
and to undertake to hamstring the work of this Committee on Un- 
American Activities. 

So if you will answer that principal question, I intend to pursue 
the other questions with you to solicit information which would be of 
interest—which will be of vital necessity, indeed—to this committee in 
undertaking to develop legislation to protect the United States of 
America under whose fag you, sir, have protection. 

Now please answer the question: Are you now a member of the 
Communist Party ? 

Mr. Wrrxtnson. I am refusing to answer any questions of this 
committee. 

Mr. Arens. Mr. Chairman, I respectfully suggest now that the 
record reflect an order and direction of the chairman to the witness to 
answer this question. 

Mr. Wuus. I will so order, but before doing so I want to add this 
remark about pending legislation. 

There is a bill pending right now before the Congress. We have 
held hearings on it just a couple of weeks ago on the question of the 
organizational features of the Communist conspiracy. Specifically 
the Supreme Court, in what is popularly referred toas the Yates Case, 
held that the Communist Party must be regarded as having been or- 
ganized in 1945 and that automatically thereby all prosecutions for 
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organizational features have been destroyed and no more prosecution 
is possible. 

We take the position that what happened in 1945 was a reconstruc- 
tion of the party, rather than an organization of it; that it had been 
organized years before. And we received evidence esterday along 
the lines of the present techniques in connection with new organiza- 
tional efforts; and among other reasons for pertinency of these hear- 
ings, would be the development of information which we feel you 
have, sir, that you could shed light on the current methods of organiz- 
ing “ regrouping or reconstructing of the party and subdivisions 
thereof, 

I make that plain to you because it is necessary under the decision 
that that be done. It is necessary that we set forth for the record a 
description of the pertinency of the hearings, which has been done by 
counsel, and I have tried to implement it. And then it is necessary for 
us to warn you that we disagree with your position as a basis for 
possible contempt proceedings. 

Now, thus far, your position is simply that you will not have any- 
thing to say to this committee. You are not represented by counsel. 
I tell you that it would be better for you, as a matter of protection 
of your own rights, if you fear that what we develop through you 
might tend to incriminate you that you would have the right to invoke 
the privilege of the fifth amendment if you honestly fear that the 
answers to the questions propounded to you would tend to incriminate 
you. But you are not doing that, sir. You are simply, point blank, 
taking the position of obvious contempt for this committee and its 
purposes. You have not invoked any constitutional provision that 
you could invoke if you honestly fear that to testify here would get 
you in criminal trouble. 

So having explained that to you, I now order and direct you to 
answer the question. 

Mr. Wirxrnson. I challenge, in the most fundamental sense, the 
legality of the House Committee on Un-American Activities. It is 
my opinion that this committee stands in direct violation by its man- 
date and by its practices of the first amendment to the United States 
Constitution. It is my. belief that Congress had no authority to 
establish this committee in the first instance, nor to instruct it with 
the mandate which it has. 

I have the utmost respect for the broad powers which the Congress 
of the United States must have to carry on its investigations for legis- 
lative purposes. However, the United States Supreme Court. has held 
that, broad as these powers may be, the Congress cannot investigate 
into an area where it cannot legislate, and this committee tends, by 
its mandate and by its practices, to investigate into precisely those 
areas of free speech, religion, peaceful association and assembly, and 
the press, wherein it cannot legislate and therefore it cannot in- 
vestigate. 

T am, therefore, refusing to answer any questions of this committee. 

Mr. Witu1s. Proceed, Mr. Arens. 

Mr. Arens. I should like, if you please, sir, to read you some tes- 
timony taken under oath in Los Angeles, California, on December 7, 
1956, in which a witness Anita Schneider was testifying. Mrs. 
Schneider had been, in the course of previous testimony, testifying 
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about an organization known as the Citizens Committee to Preserve 
American Freedoms. Mrs. Schneider gave a response which pre- 
cipitated this question from myself: 

Was it Communist controlled? 

A. Yes. 

Q. Who was the ringleader in that organization? 

A. I didn’t work in that organization and I don’t know who the ringleader 
was. My contact on that occasion was with Frank Wilkinson, I believe. 

Q.. Did you know him as a Communist? 

A. Yes. 

Q. Have you any further information with reference to those two documents 
to which you are now alluding? 

A. Yes. Mr. Wilkinson asked me to start a similar organization or branch of 
that organization in the San Diego area. He said that he would give me a list 
of professional people—teachers, doctors, and lawyers—in the San Diego area 
and that I should contact them in an attempt to set up such a committee in 
San Diego. 

And I skip a paragraph which is not germane to this particular 
subject matter. Then she continues: 

When I discussed this with Frank Wilkinson in Los Angeles, I said that since 
I wasn’t a professional person, at that time I wasn’t active publicly, that per- 
haps it might be better to have someone else head it. 

Mr. Wilkinson, was Mrs. Schneider telling the truth when she took 
an oath before this committee and testified that she knew you as a 
Communist ? 

Mr. ee tee T am refusing to answer questions. 

Mr. Arens. Do you know Mrs. Anita Schneider ? 

Mr. Wikazs: I think I should order him to answer that question. 

Mr. Arens. If you will please, sir; yes, sir. And I respectfully 
suggest, Mr. Chairman, that the recor d reflect the intention of myself 
that the explanation of pertinency and relevancy which I previously 
gave is applicable to the particular question which is now outstanding. 

Mr. Witxrnson. I refuse to answer any questions of this committee 
on the grounds which I have stated previously. 

Mr. Arens. Mr. Wilkinson, where were you when you were sub- 
penaed to appear before the Committee on “Un-American Activities 
in this particular session ? 

Mr. Witxinson. I am refusing to answer questions. 

Mr. Arens. I should like, if. you please, sir, to display to you a 
photostatic reproduction of the registration at the Atlanta Biltmore 
Hotel, Atlanta, Georgia, of yourself and one Dr. James A. Dom- 
browski, obviously registered together on July 23. This bears in 
handwriting the name “Frank Wilkinson; Street, 421-7th Avenue, 
New York City 2 27, New York; Business firm, Emergency Civil Lib- 
erties Committee ; Street, same. I plan to check out in a week. 
Room No. 253,” I believe. 

Kindly look at that photostatic reproduction of your registration 
on July 23 here in Atlanta and tell this committee, while you are 
under oath please, sir, whether or not that is a true and correct re- 
production of the registration as you filled it out on July 23 at the 
Atlanta Biltmore Hotel in Atlanta, Georgia. 

Mr. Wiis. He has asked you to identify the document, the regis- 
tration. 

Mr. Arens. I beg your pardon, sir. 
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Mr. Wits. I am explaining to him 

Mr. Arens. Excuse me. 

Mr. Wiuts. —that you asked him to identify the registration 
document. 

Mr. Arens. I asked him to look at it and tell whether or not it is a 
true and correct reproduction of the form as he filled it out at the 
Atlanta Biltmore Hotel, Atlanta, Georgia, on July 23, 1958. 

Would you kindly answer the question ? 

Mr. Wits. Do you understand the question ? 

Mr. Wirxrnson. I am refusing to answer any questions of this 
committee. 

Mr. Arens. Mr. Chairman, I respectfully suggest, so that this 
record may be abundantly clear, that the explanation of pertinency 
previously given be related into this particular question on our record 
and that there be an order and direction to this witness to answer the 
question. 

Mr. Writs. You are ordered to answer the question. 

Mr. Wiixtnson. I refuse to answer any questions of this committee 
on the grounds of my initial answer. The House Committee on Un- 
American Activities stands in direct violation of the first amendment 
to the United States Constitution. 

Mr. Arens. Now, Mr. Chairman, I respectfully suggest that the 
document which was obtained by subpena by this committee from the 
Atlanta Biltmore Hotel be appropriately marked and incorporated 
by reference in this record. 

Mr. Wituts. It will be so marked and incorporated. 

(Document marked “Wilkinson Exhibit No. 1,” and retained in 
committee files.) 

Mr. Arens. Now I should like to display to you, Mr. Witness, an- 
other document. It is a photostatic reproduction of some telephone 
calls made by Frank Wilkinson over the course of a number of days, 
beginning on July 23, 1958, from the Atlanta Biltmore Hotel—a 
number of long distance telephone calls. At least there are long 
distance telephone calls on this. 

I should like to display this document to you and ask you whether 
or not you made the calls to the places indicated in the document at 
the time revealed by the document. 

Mr. Wirxinson. I am answering no questions. 

Mr. Arens. Mr. Chairman, I respectfully suggest that this docu- 
ment which was obtained by subpena from the Committee on Un- 
American Activities served upon the officials of the Atlanta Biltmore 
Hotel be incorporated by reference in the record. 

Mr. Wis. Let it be incorporated. . 

(Document marked “Wilkinson Exhibit No. 2,” and retained in 
committee files, ) 

Mr. Arens. And that the witness now be ordered and directed to 
answer the question and that the record reflect at this point the 


explanation of pertinency and the powers and duties and responsi- 
bilities of this Committee, 


Mr. Wir11s. You are so ordered. 


Mr. Wirrxrnson. I refuse to answer any questions of this committee 
on the grounds of my initial refusal. 
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Mr. Arens. Are you now the principal driving force, the leader, 
of the Emergency Civil Liberties Gommittes' 

Mr. Wirxrnson. I refuse to answer any questions, 

Mr. Arens. Mr. Chairman, I respectfully suggest that the record 
again reflect an order and direction to this witness to answer the ques- 
tion and that the record at this point reflect the explanation of per- 
tinency and relevancy, the powers and duties of this committee as pre- 
viously developed in the record. 

Mr. Wriuis. You are so ordered. 

Mr. Witxrnson. I refuse to answer any questions of this committee 
on the grounds of my initial answer. The mandate of the House 
Committee on Un-American Activities stands in direct violation of the 
first amendment to the United States Constitution. 

Mr. Jackson. Mr. Chairman, so that the record may be absolutely 

clear. The witness has made reference to the first amendment. It is 

not clear to me whether or not the witness intends or is invoking the 
provisions of the first amendment in his declination to answer the 
questions. 

Mr. Wiix1nson. My initial answer stands as my answer. 

Mr. Jackson. No. I am not at all satisfied with it. It might well 
be that the reference to the first amendment might conceivably be in- 
terpreted as relying upon the first amendment, where the witness has 
not. specifically indicated that he is so relying, Mr. Chairman. 

Mr. Wits. And you are asking him if he is relying on the first 
amendment to the Constitution as a basis for his refusal to answer these 
questions? 

Mr. Jackson. That was the purport of my question. 

Mr. Witxrnson. My initial answer is my answer. 

Mr. Jackson. What again, if you will please, for the record, was 
your original and initial answer? 

Mr. Wiixtnson. My initial answer is my answer. 

Mr. Jackson. I think this point should be clarified at some stage 
during the proceedings, Mr. Chairman. 

Mr. Arens. Mr. Chairman, I respectfully suggest that the return 
of the United States marshal showing the time and place of service of 
the subpena upon Frank Wilkinson at the Atlanta Biltmore Hotel 
be incorporated by reference in this record. 

Mr. Wis. It will be so incorporated. 

Mr. Arens. Now, sir, I put it to you as a fact and ask you to affirm 
or deny the fact that you are part of an enterprise to destroy the very 
Constitution of the United States under which we all have protec- 
tion; that you are the agent of the Communist Party as an arm of the 
international Communist conspiracy sent into Atlanta for the purpose 
of engaging in conspiratorial activities on behalf of the Communist 
Party. If that is not so, deny it ‘while you are under oath. 

Mr. Witxrnson. I am answering no questions of this committee. 

Mr. Arens. Mr. Chairman, I respectfully suggest that will con- 
clude the staff interrogation of this witness. 

Mr. Tuck. I have no questions. 

Mr. Wis. I want to pursue a little, for a moment, the questions 
asked by the gentleman from California. And I wish you would un- 
derstand, sir, that the idea in his mind, as in mine, is that the record 
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will reflect, as much for your protection as for the benefit of the com- 
mittee, the basis for your refusal to answer these questions. 

You have not made it abundantly clear whether you are invoking 
the protection of the first amendment upon a feeling on your part that 
you want to personally rely, and it is a:personal matter to you, on 
that amendment as a basis for refusal or whether your reference to 
the amendment is, let us say, philosophical conversation or some other 
ideas you might have in mind. 

Will you not please try to clarify that point for us? 

Mr. Witxrnson. My answer is my answer. 

Mr. Jackson. Mr. Chairman, let the record show I am not satisfied 
with that answer. 

Mr. Wuiuis. I think the part and parcel of the whole record is a 
reflection of an attitude on the part of the witness which is obvious 
I think to everyone. : 

Mr. Arens. We have no further questions of this witness, Mr. Chair- 
man. We have another witness. 

Mr. Wiis. You are excused. 





Because of the foregoing, the said Committee on Un-American Ac- 
tivities was deprived of answers to pertinent questions propounded to 
the said Frank Wilkinson, relative to the subject matter which, under 
Public Law 601, section 121, subsection (q) (2) of the 79th Congress, 
and under House Resolution 5 of the 85th Congress, the said com- 
mittee was instructed to investigate, and the refusal of the witness 
to answer the questions, namely : 


Are you now a member of the Communist Party ? 

I should like to display this document to you and ask you 
whether or not you made the calls to the places indicated in 
the document at the time revealed by the document. 

Are you now the principal driving force, the leader, of the 

“emergency Civil Libert ies Committee ? 


which questions were pertinent to the subject under inquiry, is a 
violation of the subpena under which the witness had previously ap- 
peared, and his refusal to answer the aforesaid questions deprived 
your committee of necessary and pertinent testimony and places the 
said witness in contempt of the House of Representatives of the United 
States. 

OTHER PERTINENT COMMITTEE PROCEEDINGS 


The following resolution was adopted at the organizational meeting 
of the committee for the 85th Congress, held on the 22d day of Janu- 
ary, 1957: 


Be it resolved, That the chairman be authorized and 
empowered from time to time to appoint subcommittees, 
composed of three or more members of the Committee on 
Un-American Activities, at least one of whom shall be of the 
minority political party, and a majority of whom shall con- 
stitute a quorum, for the purpose of performing any and all 
acts which the committee as a whole is authorized to perform. 
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The following is an extract from the minutes of an executive session 
of the subcommittee of the Committee on Un-American Activities, 
consisting of Hon. Edwin E. Willis, chairman; Hon, William M. 
Tuck; and Hon, Donald L. Jackson, held on the 8th day of August, 
1958, in room 225 Old House Office Building, Washington, D. C.: 


The subcommittee was called to order by the chairman who 
stated the purpose of the meeting was to consider what action 
the subcommittee would take regarding the refusal of cer- 
tain witnesses to answer material questions propounded to 
them in the course of the hearings conducted by the said 
subcommittee in Atlanta, Georgia, beginning on the 29th. day 
of July, 1958, and what recommendation it would make re- 
garding the citation of any such witnesses for contempt of the 
House of Representatives. 

After full consideration of the testimony of the witnesses 
given at the said hearing in Atlanta, Georgia, a motion was 
made by Mr. Jackson, seconded by Mr. Willis, and unani- 
mously adopted, that a report of the facts relating to the re- 
fusal of Frank Wilkinson to answer material questions before 
the said subcommittee at the hearing aforesaid, be referred 
and submitted to the Committee on Un-American Activities 
as a whole, with the recommendation that a report of the facts 
relating to the refusal of said witness to answer material ques- 
tions, together with all of the facts in connection therewith, 
be referred to the House of Representatives, with the recom- 
mendation that the said witness be cited for contempt of the 
House of Representatives for his refusal to answer the ques- 
tions therein set forth, to the end that he may be proceeded 
against in the manner and form provided by law. 


The following is an extract from the minutes of an executive ses- 
sion of the Committee on Un-American Activities, consisting of Hon. 
Francis E. Walter, chairman; Hon. Morgan M. Moulder; Hon. Clyde 
Doyle: Hon. Edwin E. Willis; Hon. W illiam M. Tuck; Hon. Donald 
L. Jackson; and Hon. Gordon H. Scherer held on the 8th day of Au- 
gust, 1958, in room 225 Old House Office Building, Washington, D. C.: 


The report of the facts relating to the refusal of Frank 
Wilkinson to answer material questions was submitted to the 
committee, upon which a motion was made by Mr. Scherer, 
seconded by Mr. Doyle, and unanimously carried, that the 
subcommittee’s report of the facts relating to the refusal of 
Frank Wilkinson to answer material questions before the 
said subcommittee at the hearing conducted before it in At- 
lanta, Georgia, on the 30th day of July, 1958, be and the same 
is hereby approved and adopted, and that the Committee on 
Un-American Activities report and refer the said refusal 
to answer questions before the said subcommittee, together 
with all the facts in connection therewith, to the House of 
Representatives, with the recommendation that the witness 
be cited for contempt of the House of Representatives for his 
refusal to answer such questions, to the end that he may be 
proceeded against in the manner and form provided by law. 


O 








85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session 


No. 2584 


Aveust 13, 1958.—Ordered to be printed 


MAIN 
READING ROOM 


Mr. Watrer, from the Committee on Un-American Activities, 
submitted the following 


REPORT 


CITING CARL BRADEN 


The Committee on Un-American Activities, as created and author- 
ized by the House of Representatives through the enactment of Public 
Law 601, section 121, subsection (q) (2) of the 79th Congress, and 
under House Resolution 5 of the 85th Congress, caused to be issued 
a subpena to Carl Braden to be and appear before said Committee 
on Un-American Activities, or a duly authorized subcommittee thereof, 
of which the Honorable Francis E. Walter is chairman, on Wednesday, 
July 30, 1958, at ten o’clock a. m., at Court Room 1, 3rd Floor, Old 
Post Office Building, Atlanta, Georgia, then and there to testify touch- 
ing matters of inquiry committed to said committee, and not to de- 
part without leave of said committee. The subpena served upon the 
said Carl Braden is set forth in words and figures as follows: 


Unrrep Sratres or AMERICA 
ConcGress OF THE UNITED STATES 
To Cart Braven, Greeting: 

Pursuant to lawful authority, You ARE HEREBY COM- 
MANDED to be and appear before the Committee on Un- 
American Activities of the House of Representatives of 
the United States, or a duly appointed subcommittee thereof, 
on Wednesday, July 30, 1958, at ten o’clock, a. m., at Court 
Room 1, 3rd Floor, Old Post Office Building, Atlanta, Geor- 
gia, then and there to testify touching matters of inquiry 


committed to said committee, and not to depart without 
leave of said committee. 


20006 
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HeEREor FAIL NOT, as you will answer your default under 
the pains and penalties in such cases made and provided. 

To U.S. Marshal, to serve and return. 

Given under my hand this 22d day of July, in the year of 
our Lord, 1958. 


Franois E. Watrer, Chairman. 


The said subpena was duly served as appears by the return made 
thereon by the United States Marshal, who was duly authorized to 
serve the said subpena. The return of the service by the said United 
States Marshal being endorsed thereon, is set forth in words and 
figures as follows: 


Subpena for Carl Braden before the Committee on 
Un-American Activities. 

I made service of the within subpena by personally 
serving the within-named Carl Braden at the home of 
Harvey O’Connor, Warren’s Pt. Rd. Little Compton, 
Rhode Island, at 2:10 o’clock, p. m., on the 23d day of 
July, 1958. 

Dated July 23rd, 1958. 

Edward L. McCarthy—U. S. Marshal 
By: George S. Douglas, Deputy U. S. Marshal 


The said Carl Braden, pursuant to the said subpena, and in com- 
pliance therewith, appeared before a subcommittee of the Committee 
on Un-American Activities on July 30, 1958, to give such testimony 
as required under and by virtue of Public Law 601, section 121, sub- 
section (q) (2) of the 79th Congress, and under House Resolution 5 
of the 85th Congress. The said Carl Braden having appeared as a 
witness and having been asked the questions, namely : 


And did you participate in a meeting here at that time? 

Who solivited the quarters to be made available to the 
Southern Conference Educational Fund? 

Did you participate in the session ? 

Are you connected with the Emergency Civil Liberties 
Committee ? 

Did you and Harvey O’Connor, in the course of your con- 
ference there in Rhode Island, develop plans and strategies 
outlining work schedules for the Emergency Civil Liberties 
Committee ? 

Were you a member of the Communist Party the instant 
you affixed your signature to that letter? 

I would just like to ask you whether or not you, being a 
resident of Louisville, Kentucky, have anything to do there 
with the Southern Newsletter ? 


which questions were pertinent to the subject under inquiry, refused 
to answer said questions, and as a result of said Carl Braden’s refusal 
to answer the aforesaid questions, your committee was prevented from 
receiving testimony and information concerning a matter committed 
to said committee in accordance with the terms of a subpena served 
upon the said Carl Braden. 


UNI 
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The record of the proceedings before the subcommittee on July 29, 
1958, insofar as it is pertinent to the appearance of the witness Oarl 
Braden on July 30, 1958, is set forth in fact as follows: 


TUESDAY, JULY 29, 1958 


Unrrep States House or REPRESENTATIVES. 
SUBCOMMITTEE OF THE 
ComMMITTEE ON Un-AMERICAN ACTIVITIES, 


Atlanta, Ga. 
PUBLIC HEARING 


A subcommittee of the Committee on Un-American Activities met, 
pursuant to call, at 10:07 a. m., in the Courtroom, Old Post Office 
Building, Atlanta, Ga., Honorable Francis E. Walter (the chairman) 
presiding. 

Committee members present: Representatives Francis E. Walter, 
of Pennsylvania; Edwin E. Willis, of Louisiana; William M. Tuck, 
of Virginia; and Donald L. Jackson, of California. 


Staff members present: Richard Arens, staff director, and George 
yr* . . * ? 
Williams and Frank Bonora, investigators. 


The Cuarrman,. The committee will be in order. 

Let there be incorporated in the body of the record the Resolution 
of the Committee on Un-American Activities authorizing and direct- 
ing the holding of the instant hearings here in Atlanta. 

(The information follows:) 


BE IT RESOLVED, that a hearing by the Committee, or a subcommittee there- 
of, to be held in Atlanta, Georgia, or at such other place or places as the Chair- 
man may designate, on such date or dates as the Chairman may designaté, be 
authorized and approved, including the conduct of investigations deemed rea- 
sonably necessary by the staff in preparation therefor, relating to the follow- 
ing subjects and having the legislative purposes indicated : 

1. The extent, character and objects of Communist colonization and infiltration 
in the textile and other basic industries located in the South, and Communist 
Party propaganda activities in the South, the legislative purpose being: 

(a) To obtain additional information for use by the Committee in its 
consideration of Section 16 of H. R. 9352, relating to the proposed amend- 
ment of Section 4 of the Communist Control Act of 1954, prescribing a 
penalty for knowingly and wilfully becoming or remaining a member of 
the Communist Party with knowledge of the purposes or objectives thereof : 
and 

(b) To obtain additional information, adding to the Committee’s overall 
knowledge on the subject so that Congress may be kept informed and thus 
prepared to enact remedial legislation in the National Defense, and for 
internal security, when and if the exigencies of the situation require it. 

2. Entry and dissemination within the United States of foreign Communist 
Party propaganda, the legislative purpose being to determine the necessity for. 
and advisability of, amendments to the Foreign Agents Registration Act designed 
more effectively to counteract the Communist schemes and devices now used in 
avoiding the prohibitions of.the Act. 

3. Any other matter within the jurisdiction of the Committee which it, or any 
subcommittee thereof, appointed to conduct this hearing, may designate. 


The CratrmMan. Let there likewise be incorporated in the body of 


the record the order of appointment by myself of the subcommittee to 
conduct the hearings. 
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(The information follows :) 


June 24, 1958. 
To: Mr. Richard Arens 


Staff Director 
House Committee on Un-American Activities 
Pursuant to the provisions of law and the rules of this Committee, I hereby 
appoint a subcommittee of the Committee on Un-American Activities, consisting 
of Representative Edwin E. Willis, as Chairman, and Representatives William 
M. Tuck and Donald L. Jackson, as associate mémbers, to conduct hearings in 
Atlanta, Georgia, Tuesday, Wednesday, and Thursday, July 29, 30, and 31, 1958, 
at 10:00 A. M., on subjects under investigation by the Committee, and take such 
testimony on said days or succeeding days, as it may deem necessary. 
Please make this action a matter of Committee record. 
If any Member indicates his inability to serve, please notify me. 
Given under my hand this 24th day of June, 1958. 


Francis E. Walter, Chairman, 
Committee on Un-American Activities. 

Representative Francis E. Walter, chairman of the full committee 
presided over the hearing and made the following statement: 

The hearings which begin today in Atlanta are in furtherance of 
the powers and duties of the Committee on Un-American Activities, 
pursuant to Public Law 601 of the 79th Congress, which not only 
establishes the basic jurisdiction of the committee but also mandates 
this committee, along with other standing committees of the Congress, 
to exercise continuous watchfulness of the execution-of any laws the 
subject matter of which is within the jurisdiction of the committee. 

In response to this power and duty, the Committee on Un-American 
Activities is continuously in the process of accumulating factual in- 
formation respecting Communists, the Communist Party, and Com- 
munist activities which will enable the committee and the Congress 
to appraise the administration and operation of the Smith Act, the 
Internal Security Act of 1950, the Communist Control Act of 1954, 
and numerous provisions of the Criminal Code relating to espionage, 

sabotage, and subversion. In addition, the committee has before it 
numerous proposals to strengthen our legislative weapons designed 
to protect the internal security of this Nation. 

In the course of the last few years, as a result of hearings and in- 
vestigations, this committee has made over 80 separate rec ommenda- 
tions for legislative action. Legislation has been passed by the Con- 
gress embracing 35 of the committee recommendations and 26 separate 
proposals are currently pending in the Congress on subjects covered 
by other committee recommendations. Moreover, in the course of the 
last few years numerous recommendations made by the committee for 
administrative action have been adopted by the executive agencies 
of the Government. 

The hearings in Atlanta are in furtherance of a project of this com- 
mittee on current techniques of the Communist conspiracy in this 
Nation. Today, the Communist Party, though reduced in size as a 
formal entity, is a greater menace than ever before. It has long since 
divested itself of unreliable elements. Those who remain are the 
hard-core, disciplined agents of the Kremlin on American soil. Most 
of the Communist Party operation in the United States today consists 
of underground, behind-the-scenes manipulations. The operation 
is focused at nerve centers of the Nation and masquerades behind a 
facade of humanitarianism. 
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We know that the strategy and tactics of the Communist Party 
are constantly changing for the purpose of avoiding detection and in 
an attempt to beguile the American people and the Government re- 
specting the true nature of the conspiracy. As we on the Committee 
on Un-American Activities seek to develop factual information on 
these changing strategies and tactics for our legislative purposes, we 
are constantly met with numerous and unfounded charges respecting 
the nature of our work and our objectives. Such charges will not 
dissuade us from our duty. We seek the facets and only the facts. 
Insofar as it is within the power of this committee, as a part of the 
United States Congress, we shall obtain the facts and we shall do so 
within the framework of carefully prescribed procedures of justice 
and fair play. 

I have long felt that the effectiveness of this committee appears to 
be in direct ratio to the volume’ of attack against it which is waged 
by the Communist Party and those under Communist discipline. 
Accordingly, 1 was interested to take note some several months ago 
of the intensified activity against the Committee on Un-American 
Activities and the Federal Bureau of Investigation which is now 
being premeys by the Communist Party. This campaign was the 
subject of a special booklet which the committee issued entitled 

“Operation ‘Abolition.” I was somewhat gratified to receive a letter 
from Mr. J, Edgar Hoover, Director of the F. B. I. in regard to this 
booklet, part of which letter reads as follows: 


This booklet depicts another example of the apparent ease with which the 
Communists have been able to enlist the support of misguided individuals to 
assist them in obscuring their subversive workings. Certainly the real meaning 
of civil liberties is not understood by these Communist apologists. 

Your Committee’s role in safeguarding our freedoms is well known to every 
patriotic citizen, and real Americans are not going to be fooled or misled by 
efforts to discredit your vital task. 

Preliminary investigations by the staff of this committee indicate 
that the principal Communist Party activities in the South are 
directed and manipulated by agents who are headquartered in Com- 
munist nests in concentration points in the metropolitan areas of the 
North. 

May I emphasize that the purpose of the committee here in Atlanta 
is to develop facts with reference to a pattern of operation and not 
to attempt to exhaust the subject matter. We have not. subpenaed 
witnesses for these hearings merely for the sake of exposure or to 
put on a show. We are engaged in the serious business of tracing 
the operations in the United States of a world-wide conspiracy which 
is determined to destroy us. Should we attempt to interrogate in 
these hearings even a significant percentage of all possible witnesses 
on whom we have lead information regarding Communist activity in 
the South, we would be here for many months to the neglect of our 
work elsewhere. 

It is a standing rule‘of this committee that any person identified 
is a member of the Communist Party during the course of the com- 
mittee hearings will be given an early opportunity to appear before 
this committee, if he desires, for the purpose of denying or explain- 
ing any testimony adversely affecting him. It is also the policy of 
the committee to accord any witness the privilege of being repre- 
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sented by counsel; but within the provisions of the rules of this com- 
mittee, counsel’s sole and exclusive prerogative is to advise his client. 

I would remind those present that a disturbance of any kind or an 
audible comment during the hearings will not be permitted. This 
ig a serious proceeding in which we are earnestly trying to discharge 
an important and arduous duty with the general objective of main- 
taining the security of this great Nation. 





The record of the proceedings before the subcommittee on July 
30,.1958, during which Carl Braden refused to answer the aforesaid 
questions, is set forth in fact as follows: 





WEDNESDAY, JULY 30, 1958 


Untrep States House or RepresENTATIVES, 
SUBCOMMITTEE OF THE 
Committee oN Un-AmeEriIcAN ACTIVITIES, 
Atlanta, Ga. 
PUBLIC HEARING 


The subcommittee of the Committee on Un-American Activities 
met, pursuant to call, at 10 a. m. in the Courtroom, Old Post Office 
Building, Atlanta, Ga., Honorable Edwin E. Willis (chairman of the 
subcommittee) presiding. 

Committee members present: Representatives Edwin E. Willis, of 
Louisiana; William M. Tuck, of Virginia; and Donald L. Jackson, 
of California. 

Staff members present: Richard Arens, staff director, and George 
Williams and Frank Bonora, investigators. 

Mr. Wits. The subcommittee will please come to order. 

Counsel, will you call your first witness? 

Mr. Arens. Mr. Carl Braden, kindly come forward. 

Mr. Brapen. I have two counsel, Mr. Chairman. 

Mr. Wms. All right. Please raise your right hand. Do you 
solemnly swear that the testimony you are about to give will be the 
truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. Brapven. I do. 


TESTIMONY OF CARL BRADEN, ACCOMPANIED BY COUNSEL, 
C. EWBANK TUCKER AND JOHN M. COE 


Mr. Arens. Kindly identify yourself by name, residence, and occu- 
pation. 

Mr. Brapen. My name is Carl Braden. I live at 4408 Virginia 
Avenue, in Louisville, Kentucky. I am a worker in the integration 
movement in the South, having been employed by the Southern Con- 
ference Educational Fund, Inc., which is southwide interracial or- 


ganization working to bring about integration, justice, and decency in 
the South. 
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Mr. Arens. Mr. Braden, you are appearing today in response to a 
subpena that was served upon you by the Viens Committee on Un- 
American Activities? 

Mr. Brapex. I am. I was vacationing in Rhode Island when a 
United States marshal took me off the beach and handed me a'subpena. 

Mr. Arens. And you are represented by counsel ? 

Mr. Brapen. I am. 

Mr. Arens. Counsel, will you kindly identify yourselves? 

Mr. Tucker. C. Ewbank Tucker of Louisville, Kentucky; Lounis- 
ville, Kentucky, member of the Kentucky State Bar. 

Mr. Cor. John M. Coe of Pensacola, Florida, member of the Bar of 
Florida and the Supreme Court of the United States. 

Mr. Arens. In what capacity are you employed, Mr. Braden, with 
the Southern Conference Educational Fund? 

Mr. Brapen. I am employed as field secretary, and I am also asso- 
ciate editor of their newspaper, the Southern Patriot, which is a pa- 
per that disseminates information on integration in the South and 
about the people who are working for integration. 

Mr. Arens. How long have you been so employed, please, sir? 

Mr. Brapen. A year. 

Mr. Arens. And what was your employment immediately prior to 
your present employment ? 

Mr. Brapven. I was employed—I was unemployed as a result of 
harassment and prosecution resulting from my efforts to bring about 
integration in Louisville, Kentucky. 

Mr. Arens. And what was your last principal occupation? 

Mr. Brapen. I was a newspaper man, employed as a copy editor by 
the Louisville Courier-Journal. 

Mr. Arens. How long did that employment endure ? 

Mr. Braven. I was employed on two different occasions. You mean 
my entire newspaper career or 

Mr. Arens. Just the highlights, please, sir. 

Mr. Brapen. All right. I was a reporter and rewrite man for the 
Louisville Herald-Post from 1930 to 1936; a reporter and editor for 
the Cincinnati Inquirer; city editor of the Harlan, Kentucky, Daily 
Enterprise; labor reporter for the Louisville Times; and then 
editor for the Courier-Journal, in addition to being editor of several 
labor newspapers. 

Mr. Arens. Would you give us now please just a word about your 
education ¢ 

Mr. Brapen. I studied from 1928 to 1930 for the Catholic priest- 
hood. I might add that I am now a member of the Episcopal Church. 

Mr. Arens. When did you complete your forhial edwcation? 

Mr. Brapen. I did not attend school after 1930. 

Mr. Arens. Mr. Braden, I understand you to say you were vaca- 
tioning in Rhode Island when you were served with the subpena to 
appear before this committee, is that correct ? 

r. Brapen. That is right, sir. 
Mr. Arens. With whom were you visiting in Rhode Island? 
Mr. Brapen. I was visiting Harvey O’Connor. 











8 PROCEEDINGS AGAINST CARL BRADEN 


' pr, Arens. Can you tell us, if you please, sir, what his occupation 
is 

Mr. Brapen. Harvey O’Connor isa writer. 

Mr. Arens. Is he connected with the Emergency Civil Liberties 
Committee ? 

Mr. Brapen. He is the chairman of it, the national chairman. 

Mr. Arens. And where did you come from to your point in Rhode 
Island; where was your immediate point of departure before you 
arrived in Rhode Island ? 

Mr. Brapen. Mr. Arens, I believe this is outside the scope of any 
possible—this is not pertinent to any possible investigation that this 
committee might be conducting, ae ft also believe that it is an in- 
vasion of my right to associate under the first amendment, and I 
therefore decline to answer. 

Mr. Arens. Mr. Chairman, I respectfully suggest the witness be 
ordered and directed to answer; and I should like, for the purpose of 
making the record absolutely clear, to explain to the witness now the 
pertinency of the question. 

Sir, it is our understanding that you are now a Communist, a mem- 
ber of the Communist Party; that you have been identified by rep- 
utable, responsible witnesses under oath as a Communist, part of the 
Communist Party which is a tentacle of the international Communist 
conspiracy. It is our information further, sir, that you as a Com- 
munist have been propagating the Communist activity and the Com- 
munist line principally in the South; that you have been masquerading 
behind a facade of humanitarianism; that you have been masquerad- 
ing behind a facade of emotional appeal to certain segments of our 
society ; that your purpose, objective, your activities, are designed to 
further the cause of the international Communist conspiracy in the 
United States. 

Now, there is pending before the Committee on Un-American Ac- 
tivities pursuant to its authority, its duty, and its responsibility 
legislation. Indeed, the chairman of the Committee on Un-American 
Activities sometime ago introduced a bill, H. R. 9937, which has 
numerous provisions which are being considered by the Committee 
on Un-American Activities. Some of these provisions undertake to 
tighten the security laws respecting registration of Communists; some 
of these provisions undertake to tighten the security laws respecting 
the dissemination of Communist propaganda. Some of these security 
laws preclude certain types of activities, the very nature of which we 
understand you have been engaged in. 

In addition to that, sir, there is pending before the Committee on 
Un-American Activities a series of proposals that are not yet incor- 
porated into legislative form, which the committee is considering. 
In addition to that, the Committee on Un-American Activities has a 
mandate from the Congress of the United States to maintain a sur- 
veillance over the administration and operation of numerous security 
laws that are presently on the statute books, ineluding the Internal 
Security Act, the Communist Control Act of 1954, the Foreign Agents 
Registration Act, espionage and sabotage statutes. 

Tt is for that reason and for these reasons which I have just de- 
scribed to you that this committee has come to Atlanta, Georgia, for 
the purpose of assembling factual material which the committee can 
use, in connection with other material which it has assembled, in 
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appraising the administration and operation of the laws and in mak- 
ing a studied judgment upon whether or not the current provisions 
of the laws are adequate and whether or not each or any of these pro- 
posals pending before the committee should be recommended for 
enactment. 

If you, sir, now will tell us, in response to the last outstanding 
principal question, where you have been immediately prior to your 
sojourn in Rhode Island with Harvey O’Connor, who has been iden- 
tified as a hard-core member of the Communist conspiracy, head of 
the Emergency Civil Liberties Committee, and other organizations 
that have been cited by a congressional committee as Communist 
fronts. 

If you will tell us, sir, now of your activities in this connection, 
that will add to the fund of knowledge of this committee so that 
it can more adequately discharge the duties and responsibilities which 
it has upon it. 

Now, Mr. Chairman, on the basis of that explanation of the per- 
tinency of the question which I have posed to this witness, I respect- 
fully suggest that you now order and direct this witness either to 
answer the question or to invoke his privileges under the fifth amend- 
ment against giving testimony which could be used against him in a 
criminal proceeding. 

Mr. Wuuis. I think, sir, that a sufficient foundation has been laid to 
make the question completely pertinent, and I direct you to answer the 
question. 
| Mr. Brapen. In the first place, Mr. Chairman, Mr. Arens has been 
grossly misinformed ; and it still remains a fact that my beliefs and my 
associations are none of the business of this committee. 

Mr. Wixuts. In other words, you are maintaining your attitude of 
refusing to answer ? 

Mr. Brapen. On the grounds of the first amendment to the United 
States Constitution, which protects the right of all citizens to practice 
beliefs and associations, freedom of the press, freedom of religion, 
and freedom of assembly. On that ground I stand, sir. 

While you are investigating, Mr. Arens, you ought to investigate 
some of the atrocities against the Jews and Negroes in the South, such 
as the picketing of the Atlanta Journal last Sunday morning. 

Mr. Arens. Now, kindly tell the committee, if you please, sir, are 
you now, this minute, a member of the Communist Party? 

Mr. Braven. I stand on my previous position under the first amend- 
ment, that such a question has no pertinency to any legislative purpose 
and it violates my belief. 

Mr. Wiis. Would you kindly defer one second ? 

Proceed with your next question, Mr. Counsel. 

Mr. Arens. Excuse me just a moment. Mr. Chairman, may we 
have the reporter read back just the last line or so, so I am thorough- 
ly conversant ? 

’ Mr. Wriu1s. What was the outstanding question? The seca ag 
question was: Are you now a member of the Communist Party? I 
I am not mistaken, the witness refused to answer the question, but 
did not invoke the privileges against self-incrimination provided in 
the fifth amendment to the Constitution of the United States. That 
is correct, is it not? 


H. Rept. 2584, 85-22 
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Mr. Brapen. And I stated my grounds on the first amendment, on 
the grounds that the question has no possible pertinency to any legis- 
lation. 

Mr. Arens. Yes. I want the record to be absolutely clear, sir, so 
we do not put this committee in the ludicrous position of a com- 
plete, thorough explanation in response to each invocation of alleged 
lack of pertinency, that the explanation which I gave to you as to ‘the 
pertinency of the question is understood to be applicable to similar 
questions which I am intending to propose to you. 

Mr. Braven. Should I take that up with counsel, or what? 

Mr. Arens. I am just announcing for the record now. 

Mr. Brapen. You are doing this 

Mr. Arens. If, as, and w hen this particular proceeding is subject 
to judicial review, it will be thoroughly understood that the questions 
which I propose to propound to you today will be geared to the 
pertinency which I summarily explained to you a few moments ago. 

Mr. Brapen. Is this pertinent insofar as the integration movement 
is concerned ¢ 

Mr. Arens. Sir, kindly tell us——— 

Mr. Wuxas. Let the Chair under stand the situation. And I think 
that should be made perfectly clear. I think the question of perti- 
nency of these hearings has been complntalsy explained and is a mat- 
ter of record. Without repetition, you are now on your guard as to 
why these questions are being propounded to you, all of them; and 
let that basis be the general basis for the question. 

Now do I understand that you have refused to answer the question 
as to whether or not you are now a member of the Communist Party 
solely upon the invocation of the provisions of the first amendment, 
but that you have not invoked the protection of the fifth amendment 
tothe Constitution. Is that correct ? 

Mr. Brapven. That is right, sir. I am standing on the Watkins, 
Sweezy, Koenigsberg, and other decisions of the United States Su- 
preme Court which protect my right, and the Constitution as they 
interpret the Constitution of the United States, protecting my right 
to private belief and association. 

Mr. Arens. And let it be clear also, sir, that I do not propose, nor 
have I thus far at any time undertaken, to probe any private beliefs. 
We are interested here solely in your participation in an organiza- 
tion which is controlled by a Godless, atheistic conspiracy, which is 
sweeping the world and w hich ultimately threatens, and will threaten, 
the integrity of this Nation; and if this committee of the United 
States Congress cannot solicit from a citizen information respecting 
the operation within the confines of the border of this Godless, athe- 
istic conspiracy, God help this country. 

Mr. Brapven. Are you saying integration is communism like they 
do in Louisiana ? 

Mr. Arens. Now would you kindly tell us whether or not Mrs. 
Alberta Ahearn, A-h-e-a-r-n, was in error when she took an oath be- 
fore the Committee on Un-American Activities and testified that while 
she was a member of the Communist Party she knew you, sir, as a 
member of the Communist Party? We would like to now afford you 
an opportunity to deny that identification while you are under oath, 
sir. Do you care to avail yourself of that opportunity 
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Mr. Braven. I stand on the same grounds as I stood on before. 
You are probing into private beliefs and associations, which are pro- 
tected by the first amendment of the United States. The question 
has no possible pertinency to any legislative purpose. The mandate 
of this committee is so vague that nobody knows what you are sup- 
posed to be investigating. 

Mr. Arens. We will tell you now, communism and Communists—— 

Mr. Brapen. Integration is what you are investigating. All the 
people subpenaed here are integrationists. 

Mr. Jackson. Are all of the people subpenaed here also Commu- 
nists ? 

Mr. Brapen. I leave that to you. 

Mr. Jackson. We are trying to determine that fact; and it would 
certainly seem that when we have testimony under oath which so 
identifies witnesses, that there must be some flame with all of the 
smoke. 

Mr. Brapen. Have any of your witnesses identified the anti-Semite 
who was picketing the Journal Building Sunday morning, Billy 
Branam ¢ 

Mr. Jackson. Do you suggest that this committee of the Congress 
should take over the police powers? Do you suggest if somebody was 
shot on the street corner in Atlanta 

Mr. Brapen. That is what you are doing, Mr. Jackson. 

Mr. Jackson. Just a moment—that this committee of Congress, 
which has no such mandate, should go out and make investigation of 
that particular form of violence? This is an investigation that is 
bounded by certain very clear-cut and distinct lines, your definition to 
the contrary. We are told to investigate the extent and scope of 
propaganda activities within the United States. That is precisely 
what we are doing. And when you cast doubt, or attempt to cast 
doubt, on the relevancy of the question when you are in the position you 
are to influence public opinion through your writings—and I gather 
through your writings on behalf of the Communist Party—it is very 
clearly within the purview of this committee to inquire into those 
activities. I do not care what you think. I have not the slightest 
interest in 

Mr. Brapen. Mr. Arens just asked me 

Mr. Jackson. Slightest interest in your opinions. I am sure that 
your opinions would be extremely interesting, but I am not interested 
in them. 

What I am interested in, is what are you doing on behalf of the 
Communist Party? We are not going to be clouded, so far as I am 
concerned, by talking about integration and segregation. This com- 
mittee is not concerned in that. This committee is concerned in what 
you are doing in behalf of the Communist conspiracy. It may be that 
your actions parallel, as the chairman said, a very humanitarian thing, 
a thing which is emotional and a thing in which many of us are in 
sympathy. 

I don’t know but what I made as great contribution to civil rights 
as you have, as a member of the Congress, because I also voted for a 
great many things, but I voted for them out of American principles, 
and I have not agitated for them out of any sympathy for the Com- 
munist cause. 
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Mr. Brapen. Anything I do is done by American principles, Mr. 
Jackson, and you asked me if I think you should be investigating 
violence; and I think you should be investigating against Jews and 
Negroes in the South, the bombing of synagogues, the bombing of 
Negro homes. That is the kind of thing you should be investigating. 

r. Jackson. I suggest that you go befote the Congress of the 
United States and so petition it to change the charge on this committee. 

Mr. Brapen. Two hundred Negro leaders in the South petitioned the 
Congress of the United States last week in connection with this hearing 
in Atlanta. 

Mr. Jackson. After looking at some of the names on this list, the 
letters went into the circular files of many members, because it was 
quite obvious that a number of names on that letter were names of 
those that had been closely associated with the Communist Party. 
Their interest and major part does not lie with honest integration. 
Their interest lies with the purposes of the Communist Party. And 
that is what we are looking into, and let us not be clouding this dis- 
cussion and this hearing this morning by any more nonsense that we 
are here as representatives of the United States Government to further, 
or to destroy, or to have anything to do with, integration. I resent it as 
an individual member of the Congress. 

Mr. Brapen. I think the 200 Negro leaders who signed that state- 
ment ought to resent your statement about their political affiliations. 

Mr. Arens. Now we would like to display to you a copy of this 
statement which you have just alluded to, which has been received in 
many quarters in the United States Congress. Did you Pere that 
open letter which was signed by a number of people an 

Mr. Brapen. Shall I read it first ? 

Mr. Arens. Directed to the United States Congress? Did you 
prepare that letter? Kindly answer the question. 

Mr. Brapen. I would like to read the letter, sir. 

Mr. Arens. Take your time and read it, yes, sir. 

Mr. Braven. This is an open letter to the United States House of 
Representatives : 


We are informed that the Committee on Un-American Activities of the 
House of Representatives is planning to hold hearings in Atlanta, Georgia, at an 
early date. 

As Negroes residing in Southern states and the District of Columbia, all deeply 
involved in the struggle to secure full and equal rights for our people, we are 
very much concerned by this development. 

We are acutely aware of the fact that there is at the present time a shocking 
amount of un-American activity in our Southern states. To cite only a few 
examples, there are the bombings of the homes, schools, and houses of worship 
of not only Negroes but also of our Jewish citizens; the terror against Negroes 
in Dawson, Ga.; the continued refusal of boards of registrars in many Southern 
communities to allow Negroes to register and vote; and the activities of White 
Citizens Councils encouraging open defiance of the United States Supreme Court. 

However, there is nothing in the record of the House Committee on Un- 
American Activities to indicate that, if it comes South, it will investigate these 
things. On the contrary, all of its activities in recent years suggest that it is 
much more interested in harassing and labeling as “subversive” any citizen who 
is inclined to be liberal or an independent thinker. 

For this reason, we are alarmed at the prospect of this committee coming 
South to follow the lead of Senator Eastland, as well as several state investigat- 
ing committees, in trying to attach the “subversive” label to any liberal white 
Southerner who dares to raise his voice in support of our democratic ideals. 
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It was recently pointed out by four Negro leaders who met with President 
Eisenhower that one of our great needs in the South is to build lines of com- 
munication between Negro and white Southerners. Many people in the South 
are seeking to do this. But if white people who support integration are labeled 
“subversive” by congressional committees, terror is spread among our white 
citizens and it becomes increasingly difficult to find white people who are willing 
to support our efforts for full citizenship. Southerners, white and Negro, who 
strive today for full democracy must work at best against tremendous odds. 
They need the support of every agency of our Federal Government. It is un- 
thinkable that they should instead be harassed by committees of the United 
States Congress. 


We therefore urge you to use your influence to see that the House Committee 
on Un-American Activities stays out of the South—unless it can be persuaded 
to come to our region to help defend us against those subversives who oppose 
our Supreme Court, our Federal policy of civil rights for all, and our American 
ideals of equality and brotherhood. 

This letter is dated July 22, 1958, which is the day that my sub- 
po was dated in Washington, D. C., by Congressman Francis Walter. 
There it is. 

Mr. Arens. Now would you kindly answer just 2 questions with 
reference to this letter? Question number 1 is: What did you, an 
identified member of the Communist Party, have to do with this 
letter ? 

Mr. Braven. I will have to stand on my first amendment rights for 
private beliefs and association on the grounds that the question has no 
possible pertinency to any legislation. 

Mr. Arens. Now question number 2—— 

Mr. Wiu1s. I think you should be more specific and ask him did 
he prepare it. 

Mr. Arens. Did you prepare the letter, Mr. Braden ? 

Mr. Wiu1s. Or have anything to do with its preparation? 

(The witness conferred with his counsel.) 

Mr. Braven. I will have to stand again on the first amendment, 
the vagueness of the mandate of the committee, and the pertinency 
of the investigation and the legislative-—— 

Mr. Wixuts. The Chair wants to make this statement for the record: 
Of course, let me assure you that this committee is not in accord with 
your alleged grounds as the basis for refusing to answer these ques- 
tions. 

On the contrary, we take a different view. You have 2 counsel, and 
I know you realize why Iam making this clear. You have your choice. 
You may allow your counsel to confer with you. We think a basis 
has been made; we are quite familiar, I assure you, with the decisions 
to which you refer. And I want to make the record perfectly clear. 

Mr. Brapen. Yes, sir. 

Mr. Wixuts. I think you understand the position of this committee. 

Mr. Brapen. Yes, sir, I do. And I hope you understand my po- 
sition. 

Mr. Jackson. Mr. Chairman, I want to join the chairman in his 
statement. I, too, am not satisfied with the reason he gives for declina- 
tion to answer the question. I think the record should show very af- 
firmatively that there is an instance of communication signed by a 
number of individuals and addressed to Members of the Congress of 
the United States. 

There is a very strong possibility that that letter was prepared by a 
Communist; and it points up one of the things that this committee has 
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been trying to put across, that well-meaning people pursuing a very 
worthwhile goal are very frequently not sufficiently advised as to 
what they are doing when they lend their names to various petitions, 
letters, and so forth. A very strong likelihood exists—and we cannot 
know because of the refusal of the witness to answer whether he pre- 
pared this letter—but a strong likelihood exists that the letter in ques- 
tion was prepared under Communist direction; that those who signed 
it signed a document which was prepared by the Communist Party for 
their own purposes. 

Thank you, Mr. Chairman. 

Mr. Brapen. I am sure the people who signed the letter will appre- 
ciate those aspersions, Mr. Jackson. 

Mr. Jackson. The people who did what? 

Mr. Brapen. The people who signed the letter, I am sure, will ap- 
preciate the aspersions on their intelligence. 

Mr. Jackson. If they will pay a little more attention to what they 
are doing and have a little less concern about some of the other non- 
aDaRAae things, I think everyone concerned will get along a lot 
etter. 

Mr. Brapen. I think that would be true of the committee. 

Mr. Jackson. I still say that the attribution on the letterhead ap- 
pears that it has been prepared by a Communist organization that 
has been cited. 

Mr. Arens. Mr. Chairman, I respectfully suggest that the entire 
document that I displayed to the witness be appropriately marked and 
incorporated by reference in the record. 

Mr. Wis. Let the document be so incorporated. 

(Document marked “Braden Exhibit No. 1,” and retained in com- 
mittee files. ) 

Mr. Brapen. Will that include the signers, Mr. Chairman, the names 
of the signers also ? 

Mr. Arens. Now, Mr. Braden, please tell the committee when you 
were last here in the Atlanta area pursuant to your work. 

(The witness conferred with his counsel.) 

Mr. Brapen. I am trying to think exactly when it was, sir. The 
latter part of May. 

Mr. Arens. Of this year? 

Mr. Brapen. Yes, sir. 

Mr. Arens. Were you here pursuant to the official assignment which 
you have as a field organizer or field secretary, as it were, of the 
Southern Conference Educational Fund? 

Mr. Braven. Yes, sir. I travel all over the South in the interest of 
integration. 

Mr. Arens. And where did you hold your meeting here in May ? 

Mr. Brapen. Did you ask me about a meeting ? 

Mr: Arens. Did you have a meeting here in May? 

Mr. Braven. Again I will have to stand on the first amendment on 
the grounds that this is an invasion of private belief and association ; 
that the question has no possible pertinency to any possible legisla- 
tive purpose; and that the mandate establishing this committee 1s too 
vague for anybody to know what you are investigating. 

Mr. Arens. Mr. Chairman, I hope and expect and am relying upon 
the request that I made that the explanation of pertinency which I 
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gave at the outset of this interrogation carries over with reference 
to each of these principal questions. 

Mr. Brapen. That is understood, sir. 

Mr. Arens. Were you in the Atlanta area in December of 1957 ? 

Mr. Brapen. I beg your pardon, sir? 

Mr. Arens. Were you in the Atlanta area in December of 1957 ? 

Mr, Brapen. Yes. 

Mr. Arens. And did you participate in a meeting here at that time? 

Mr. Brapen. Again the first amendment; same grounds. sir. Do 
I have to repeat it each time, or is it understood each time? 

Mr. Wuu1s. Well, it is understood that you are referring to the 
first amendment. 

Mr. Braven. The challenging of the pertinency of the question, 
challenging the mandate of the committee, and my rights under the 
first amendment. 

Mr. Arens. Then, Mr. Chairman, if there is to be an understandin 
on this record that there is, in response to each of these principa 
questions, a challenge to the pertinency of the question, I respectfully 
suggest and request that the record likewise in each instance, unless 
otherwise directed by the chairman, show a direction to the witness 
to answer the question. 

Mr. Wiuis. Yes. In order to establish the basis for any proceed- 
ing that. might conceivably be instituted, do you understand that you 
are ordered to answer these questions, meaning that the, committee 
disagrees with your position and is insisting upon pertinency? Do 
we understand that? 

Mr. Brapen. Yes. I understand, and I disagree with the com- 
mittee, and I will understand that. you are directing me to answer 
each question in order to expedite the matter so that we will not be 
wasting the committee’s time and everybody else’s time on this, 

Mr. Arens. I will not, however, be precluded 

Mr. Wiis. Let me suggest this: I think our budget for national 
defense is something like, oh, $38 to $40 billion per year. And I 
think we all know that the troublemakers are the masters of the 
Kremlin—Communist conspiracy, worldwide I am talking about— 
and here the representatives of the people in Congress feel compelled 
to spend the taxpayers’ money, this huge sum. And to indicate what 
a billion dollars is, it comes to my mind that, as a matter of arith- 
metic, a billion minutes have not ticked or gone by since the birth of 
Christ, and we are spending almost $40 billion a year to fight this 
very thing to defend ourselves. 

Now, sir, you are placing yourself in a position of saying that 
Congress has no right to inquire into the Communist conspiracy in 
America. 


Next question. 

Mr. Brapen. I am not saying you have no business at that. I am 
just saying your mandate is so vague that nobody knows what you 
have a right to investigate, and the Supreme Court has indicated 

Mr. Wiiu1s. You will be surprised how familiar we are with the 
decisions. 

Mr. Brapen. The Watkins—— 

Mr. Wrius. That isall right. Proceed. 

Mr. Arens. Now, Mr. Chairman, I should like, notwithstanding the 
general direction that the explanation of pertinency carries over to 
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the principal questions, to add a brief explanation with reference to 
the question which I intend to propound in just a moment. 

Before this committee, Mr. Braden, a day or so ago, Mr. Armando 
Penha took an oath and testified respecting Communist Party tech- 
niques—Mr. Penha was in the Communist conspiratorial operation in 
this country at the behest of the Federal Bureau of Investigation, 
and he served there for 8 years. In the course of his testimony yes- 
terday he said, in effect on this issue, that the comrades are under a 
directive to penetrate non-Communist organizations, fine, patriotic, 
humanitarian organizations for the purpose of worming their way 
in, to further the Communist objectives. 

I am now going to display to you, sir, some photographs, showing 
you and your wife entering the American Red Cross Building in 
Atlanta, December of 1957, at which time it is our understanding 
you were a participant in sessions there. We should like to have you, 
first of all, look at these photographs and tell the committee whether 
or not they are true and correct reproductions of your physical fea- 
tures as you were entering the American Red Cross in December of 
1957, a fine, humanitarian, patriotic organization. 

Mr. Brapen. Before we get to that, Mr. Arens, you said that Mr. 
Penha made some statements there. 

Mr. Arens. Mr. Chairman, I respectfully suggest the witness be 
ordered and directed to answer the question. This record is crystal 
clear if I ever saw one. 

Mr. Brapen. Mr. Chairman, the man made a lot of statements. 

Mr. Arens. I do not think the committee needs to be harassed or 
haggled with by an identified Communist. 

Mr. Witu1s. Answer the question. 

Mr. Arens. Now, sir, kindly answer the question. 

Mr. Brapen. Shall I take these pictures one by one? 

Mr. Arens. Kindly tell us whether or not these pictures are a true 
and correct reproduction of yourself and your wife entering the 
American Red Cross Building in December of 1957. 

Mr. Brapen. While we are at it, my wife is not here, so I guess I can 
identify all of us, let’s see. This is a picture of me and James A. 
Dombrowski, executive secretary of the Southern Conference Educa- 
tional Fund, and Mrs. Anne Braden, myself and Aubrey W. Williams, 
publisher of the Southern Farm and Home, who was director of the 
National Youth Administration under Franklin D. Roosevelt, one of 
the many liberal white Southerners in the South who has been under 
attack for his position on integration. 

While we are on the question of the Southern Conference Educa- 
tional Fund, Mr. Chairman, since I think we 

Mr. Wiis. Please do not 

Mr. Argens. I respectfully suggest, Mr. Chairman, the witness now 
be ordered and directed to answer this particular question. 

Mr. Braven. I did answer it. I said what the picture showed. 

Mr. Arens. You did not, sir. Do those pictures fairly and honest- 
ly and aceurately represent you and your wife as you were entering 
the American Red Cross in December of 1957? 

Mr. Brapen. These are pictures taken from a building across the 
street, apparently by persons spying on the board of the Southern Con- 
ference Educational Fund which met at the American Red Cross Build- 
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ing here in Atlanta last December 15, This is a common technique for 
harassing liberals in the Seuth, ; 

Mr. Arens. Now, did the Southern Conference Educational Fund 
meet in the American Red Cross Building in December of 1957? 

Mr. Braven. It is a matter of public record that they did, and you 
probably have a copy of the board meetings—— 

Mr. Arens. Excuse me. Who solicited the quarters to be made 
available to the Southern Conference Educational Fund? 

Mr. Brapen. I will have to stand on my previous refusal to answer 
on the same grounds, first amendment and so forth. 

Mr. Arens. Did you participate in the session ¢ 

Mr. Brapen. Same grounds. 

Mr. Arens. The record is clear, is it not, Mr. Chairman and counsel 
to the witness, that in response to each of these refusals to answer, the 
Chair has given a direction and there has been an appropriate explana- 
tion of the pertinency ? 


. see you nod your head. The reporter cannot get a yes from your 
nod. 
Mr. Brapen. I understand. My counsel and I understand that. 


Mr. Arens. Now, sir, are you connected with the Emergency Civil 
Liberties Committee ? 


Mr. Brapen. Same ground. 

Mr. Wit1is. You mean you refuse to answer on the same ground ? 

Mr. Brapen. Yes, sir. I refuse to answer on the same ground. 
It being, you know—do we have to go through it each time or will it 
be understood, sir ? 

Mr. Arens. Was your association with Harvey O’Connor, an iden- 
tified Communist, in Rhode Island in furtherance of the work of the 
Emergency Civil Liberties Committee ? 

Mr. Brapen. I was on vacation in Rhode Island, Mr. Arens, and 
you sent a subpena up there and took me off my vacation where it was 
cool and brought me down here in Atlanta where it is 90 degrees. 

Mr. Jackson. It is just as hot for the committee, I might add. 

Mr. Brapen. You can always go back to Washington. 

Mr. Jackson. That is not much improvement. 

Mr. Arens. Now kindly answer the question. Did you and Har- 
vey O’Connor, in the course of your conferences there in Rhode Island, 
develop plans and strategies outlining work schedules for the Emer- 
gency Civil Liberties Committee ? 

Mr. Brapen. Same answer on the same grounds, Mr. Chairman; 
same refusal to answer on the same ground. 

Mr. Arens. Now, in addition to the letter attacking this commit- 
tee—and we are used to it—by the Southern Conference Educational 
Fund, have you, as a field representative or field organizer of the 
Southern Conference Educational Fund, promoted, stimulated, politi- 
cal pressure, or attempted political pressure, on the United States Con- 
gress with reference to security measures pending in the Congress? 

Mr. Brapen. I am afraid the question is too vague for an answer, 
Mr. Chairman. 

Mr. Arens. I will be specific then, sir. I will display, if you please, 
sir, a photostatic reproduction of a letter on the letterhead of the 
Southern Conference Educational Fund, signed Carl and Anne 
Braden, field secretaries, 

Mr. Brapen. May we have it read into the record ? 








18 PROCEEDINGS AGAINST CARL BRADEN 


Mr. Arens. I am going to display it to you—in which, among other 
things, the recipient of the letter, “Dear Friend,” is asked:to write 
their Senators and Congressmen to oppose S. 654, S. 2646, and H. R. 
2 7, all of which are security measures pending in the United States 

ongress. 

Kindly tell this committee while you are under oath, sir, whether 
or not that photostatic reproduction of that letter is true and correct 
and valid. 

Mr. Brapen. I will have to read it first. 

“Dear Friend”—— 


Mr. Wuiuis. After you read it—are - going to just read it, or 


will you answer the question as to whether you signed it or not, if it 
proves—— 


Mr. Brapen. It will indicate from the letter that I signed it, I think 


I mean whether I did or not. If it is a letter I wrote, it is boun 
to have my name on it. 


Dear Friend: 

We are writing to you because of your interest in the Kentucky “sedition” 
cases, which were thrown out of court on the basis of a Supreme Court decision 
declaring state sedition laws inoperative. 

There are now pending in both houses of Congress bills that would nullify this 
decision. We understand there is real danger that these bills will pass. 

We are especially concerned about this because we know from our own ex- 
perience how such laws can be used against people working to bring about in- 
tegration in the South. Most of these state statutes are broad and loosely 
worded, and to the officials of many of our Southern states integration is sedition. 
You can imagine what may happen if every little local prosecutor in the South 
is turned loose with a state sedition law. 

It is small comfort to realize that such cases would probably eventually be 
thrown out by the Supreme Court. Before such a case reaches the Supreme 
Court, the human beings involved have spent several years of their lives fight- 
ing off the attack, their time and talents have been diverted from the positive 
struggle for integration, and money needed for that struggle has been spent 
in a defensive battle. 

It should also be pointed out that these bills to validate state sedition laws 
are only a part of a sweeping attack on the U. S. Supreme Court. The real 
and ultimate target is the court decisions outlawing segregation. Won’t you 
write your two senators and your congressman asking them to oppose 8. 654, 
S. 2646, and H. R. 977. Also ask them to stand firm against all efforts to curb 
the Supreme Court. It is important that you write—and get others to write— 
immediately as the bills may come up at any time. 

Cordially yours, 
CARL AND ANNE BRADEN. 

Mr. Arens. Did you sign that letter? 

Mr. Brapen. Our signature is on the letter. : 

Mr. Arens. Were you a member of the Communist Party the in- 
stant you affixed your signature to that letter? 


Mr. Braven. I refuse to answer on the same ground previously 
stated, Mr. Chairman. 


Mr. Jackson. Mr. Chairman—— 

Mr. Arens. Mr. Braden, are you connected in any way with the 
Southern Newsletter? 

(The witness conferred with his counsel.) 

Mr. Arens. I might explain to you. We had a man who has been 
identified as a Communist—— 

Mr. Brapen. Who is that? 

Mr. Arens. Eugene Feldman—who lives in Chicago, Illinois. He 
is the editor of the Southern Newsletter. We had him before the com- 
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mittee yesterday, at which time we displayed to him the application 
for a post office box made on behalf of the Southern Newsletter, a 

ublication which is developed in Chicago, which is sent to a post office 
om in Louisville, Kentucky, and then mailed out over the South. I 
would just like to ask you whether or not you, <r a resident of 
Louisville, Kentucky, have anything to do there with the Southern 
Newsletter ? 

Mr. Braven. I think you are now invading freedom of the press, 
Mr. Arens and Mr. Chairman. I object to your invasion of the free- 
dom of the press, and I also decline to answer the question on the same 
grounds. You are not only attacking integrationists, you are attack- 
ing the press. 

r. Arens. We have no further questions, if you please, Mr. Chair- 
man. 

Mr. Wiis. Any questions, Governor? 

Mr. Tuck. I have no questions. 

Mr. Jackson. I would say anyone who labors under the delusion 
that the Communist press is anything cloge to free is certainly making 
a very serious mistake. 

However, I think, Mr. Counsel, with reference to the letter sent 
out by the Southern Conference Educational Fund and signed by a 
number of individuals, there may conceivably be some of those who 
signed the letter who did not realize that it was sponsored by a Com- 
munist front. For that reason I think, in all fairness, that those who 
might desire, if there are any who might desire, to withdraw their 
names from that letter before it becomes a part of the official archives 
of our Committee on Un-American Activities should be given oppor- 
tunity to do so on request of the committee. 

Mr. Brapen. Mr. Chairman, since he made charges against——— 

Mr. Wixuts. He is not making charges. He is making a statement 
for the record. 

Mr. Braven. Southern Conference being a Communist front. 

Mr. Jackson. I am told the Internal Security Subcommittee of the 
Committee on Judiciary of the United States Senate has so character- 
ized it. 

Mr. Brapen. I think we ought to be allowed to introduce in evi- 
dence a brochure showing what the Southern Conference Education 
Fund isabout. Give decency a chance in the South. 

Mr. Arens. In view of the distinguished Congressman’s observation 
on the Southern Conference Educational Fund, the organization 
which has been cited as a Communist front with which this man has a 
connection as an identified Communist is the Emergency Civil Lib- 
erties Committee. The Southern Conference Educational Fund itself 
is, for all practical purposes, the successor organization to the South- 
ern Conference for Human Welfare, which itself had been cited as a 
Communist front. The Senate Internal Security Subcommittee ran 
an investigation of the Southern Conference Educational Fund—and 
T say in passing that I happen to have been identified with the Internal 
Security Subcommittee at that time and did the interrogating of the 
witnesses. 

The report of the Internal Security Subcommittee with reference to 
the Southern Conference Educational Fund concludes substantially as 
follows—this is not an exact quotation ; it is only from memory—that 
an objective appraisal from the record compels the conclusion that 
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the Southern Conference Educational Fund is, for all practical pur- 
poses, operating under the same leadership and for the same objectives 
as the Southern Conference for Human Welfare. 

Mr. Brapen, May we have the record show, then, Mr. Chairman, 
that the Southern Conference Educational Fund was not specifically 
listed as he said 

Mr. Jackson. Very well, Mr. Chairman. 

Mr. Braven. Originally, 

Mr. Arens, That is one of the purposes why we wanted to interro- 
gate you, because you are an identified Communist by a reliable, re- 
sponsible witness who placed her liberty on.the line and said, “While 

was in the Communist Party, I knew him, to a certainty, as a mem- 
ber of the Communist Party conspiracy.” Thatis you. You are now 
the field representative in this committee. We may desire eventually 
to consider a citation of the Southern Conference Educational Fund 
on the basis of the information which we are now and elsewhere 
developing. 

* * * * * * * 








Because of the foregoing, the said Committee on Un-American 
Activities was deprived of answers to pertinent questions pro- 
pounded to the said Carl Braden, relative to the subject matter which, 
under Public Law 601, section 121, subsection (q) (2) of the 79th 
Congress, and under House Resolution 5 of the 85th Congress, the 
said committee was instructed to investigate, and the refusal of the 
witness to answer the questions, namely : 


And did you participate in a meeting here at that time? 

Who solicited the quarters to be made available to the 
Southern Conference Educational Fund? 

Did you participate in the session ? 

Are you connected with the Emergency Civil Liberties 
Committee? 

Did you and Harvey O’Connor, in the course of your con- 
ference there in Rhode Island, develop plans and strategies 
outlining work schedules for the Emergency Civil Liberties 
Committee ? 

Were you a member of the Communist Party the instant 
you affixed your signature to that letter ? 

I would just like to ask you whether or not you, being a 
resident of Louisville, Kentucky, have anything to do there 
with the Southern Newsletter ? 


which questions were pertinent to the subject under inquiry, is a vio- 
lation of the subpena under which the witness had previously ap- 
peared, and his refusal to answer the aforesaid questions deprived 
your committee of necessary and pertinent testimony and places the 


said witness in contempt of the House of Representatives of the 
United States. 
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OTHER PERTINENT COMMITTEE PROCEEDINGS 


The following resolution was adopted at the organizational meet- 


ing of the committee for the 85th Congress, held on the 22d day of 
January, 1957: 


Be it resolved, That the chairman be authorized and 
empowered from time to time to appoint subcommittees, 
composed of three or more members of the Committee on 
Un-American Activities, at least one of whom shall be of 
the minority political party, and a majority of whom shall 
constitute a quorum, for the purpose of performing any and 
all acts which the committee as a whole is authorized to 
perform. 


The following is an extract from the minutes of an executive session 
of the subcommittee of the Committee on Un-American Activities, con- 
sisting of Hon. Edwin E. Willis, chairman; Hon. William M. Tuck; 
and Hon. Donald L. Jackson, held on the 8th day of August, 1958, 
in room 225 Old House Office Building, Washington, D. C.: 


The subcommittee was called to order by the chairman 
who stated the purpose of the meeting was to consider what 
action the subcommittee would take regarding the refusal 
of certain witnesses to answer material questions propounded 
to them in the course of the hearings conducted by the said 
subcommittee in Atlanta, Georgia, beginning on the 29th day 
of July, 1958, and what recommendation it would make re- 
garding the citation of any such witnesses for contempt of 
the House of Representatives. 

After full consideration of the testimony of the witnesses 
given at the said hearing in Atlanta, Georgia, a motion 
was made by Mr. Jackson, seconded by Mr. Willis, and unani- 
mously adopted, that a report of the facts relating to the 
refusal of Carl Braden to answer material questions before 
the said subcommittee at the hearing aforesaid, be referred 
and submitted to the Committee on Un-American Activities 
as a whole, with the recommendation that a report of the 
facts relating to the refusal of said witness to answer material 
questions, together with all of the facts in connection there- 
with, be referred to the House of Representatives, with the 
recommendation that the said witness be cited for.contempt 
of the House of Representatives for his refusal to answer the 
questions therein set forth, to the end that he may be pro- 
ceeded against in the manner and form provided by law. 


The following is an extract from the minutes of an executive ses- 
sion of the Committee on Un-American Activities, consisting of Hon. 
Francis E. Walter, chairman; Hon. Morgan M. Moulder; Hon. Clyde 
Doyle; Hon. Edwin E. Willis; Hon. William M. Tuck; Hon. Donald 
L. Jackson; and Hon. Gordon H. Scherer, held on the 8th day of 
_— 1958, in room 225 Old House Office Building, Washington, 


The report of the facts relating to the refusal of Carl 
Braden to answer material questions was submitted to the 
committee, upon which a motion was made by Mr. Scherer, 
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seconded by Mr. Doyle, and unanimously carried, that the 
subcommittee’s report of the facts relating to the refusal of 
Carl Braden to answer material questions before the said sub- 
committee at the hearing conducted before it in Atlanta, 
Georgia, on the 30th day of July, 1958, be and the same is 
hereby approved and adopted, and that the Committee on 
Un-American Activities report and refer the said refusal to 
answer questions before the said subcommittee, together with 
all the facts in connection therewith, to the House of Repre- 
sentatives, with the recommendation that the witness be cited 
for contempt of the House of Representatives for his refusal 
to answer such questions, to the end that he may be proceeded 
against in the manner and form provided by law. 


O 
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Mr. Duruam, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 13455] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 13455) te 
amend the Atomic Energy Act of 1954, as amended, having met, after 
full and free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

That section 170 of the Atomic Energy Act of 1954, as amended, is 
amended by adding at the end thereof the following new subsection: 

“k. With respect to any license issued pursuant to section 53, 68, 
81, 104 a., or 104 c. for the conduct of educational activities to a person 
found by the Commission to be a nonprofit educational institution, the 
Commission shall exempt such licensee from the financial protection 
requirement of subsection 170 a. With respect to licenses issued between 

August 30, 1954, and August 1, 1967, for which the Commission grants 
such exemption: 

> the Commission shall agree to indemnify and hold harmless 
the licensee and other persons indemnified, as their interests may 
appear, from public lability in excess of $250,000 arising from 
nuclear ineidents. The aggregate indemnity for all persons in- 
demnified in connection with each nuclear incident shall not exceed 
$500,000,000, including the reasonable cost of investigating and 
settling claims and defe nding suits for damage; 

(2) such contracts of indemnification shall cover public liability 
sting out of or in connection with the licensed qctivity; and shall 
include damage to property of persons indemnified, except property 
which is located at the site of and used in connection with the activity 
where the nuclear incident oecurs; and 


20006 





ATOMIC ENERGY ACT OF 1958, AS AMENDED = 
“(3) such contracts of indemnification, when entered into with a 
licensee having immunity from public liability because it is a State 
agency, shall provide also that the Commission shall make payments 
under the contract on account of activities of the licensee in the same 
manner and to the same ertent as the Commission would be required 
to do if the licensee were not such a State agency. 
Any licensee may waive an exemption to which it rs entitled under this 
subsection.” 
Cart T. Durnam, 
Cuet Ho.irre.p, 
MELVIN Price, 
James E. Van Zanpr, 
Craic Hosmer, 
Managers on the part of the House. 
Curnton P. ANDERSON, 
Joun QO. Pastore, 
Henry M. Jackson, 
Bourke B. HickENLOOPER, 
Managers on the part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 13455) to amend the Atomic Energy Act of 1954, as 
amended, submit the following statement in explanation of the effect 
of the action agreed upon by the conferees and recommended in the 
accompanying conference report: 

The Senate struck out all of the House bill after the enacting clause 
anc inserted a substitute amendment. The committee of conference 
has agreed to a substitute for both the House. bill and the Senate 
amendment. The following statement explains the differences be- 
tween the House bill and the substitute agreed to in conference. 

The bill, as agreed to by the conferees, is identical to the House 
version, except for certain additional words added to clause (1) of 
subsection k. as indicated by the italics below: 


(1) The Commission shall agree to indemnify and hold 
harmless the licensee and other persons indemnified, as 
their interests may appear, from public liability in excess 
of $250,000 arising from nuclear incidents. The aggre- 
gate indemnity for all persons indemnified in connection 
with each nuclear incident shall not exceed $500,000,000 
including the reasonable cost of investigating and settling 
claims and defending suits for damage; 


The other provisions in the bill are identical to the bill approved 
by the House. 

Under the language agreed to in conference, all nonprofit educa- 
tional institutions would be exempted, under the first sentence of sub- 
section k. in the bill, from the financial protection requirement of 
subsection 170 a. They would also receive the benefit of a Com- 
mission indemnity agreement but only in excess of $250,000. This 
language was intended to keep the Commission out of the small- 
claims business and to preserve the basic pattern of Public Law 85-256 
in that the Commission indemnity would begin only above a certain 
minimum level. 

The conferees wished to emphasize their belief that the universities 
can make an important contribution to our atomic energy research 
and training program, and that they should be encouraged to do so. 
The conferees desired also not to discriminate in the Federal statute 
between different types of universities on the basis of State law or 
tvpe of sponsorship, but to treat all nonprofit educational institutions 
on the same basis. Therefore, under the language of the conference, 
it will be left up to the individual institution, on the basis of its own 
State law, or its own decision, to determine the type of protection, 
if any, it will provide for the first $250,000 liability prior to com- 
mencement of the Commission indeminity. Either private insurance, 
suppliers’ liability insurance, or special State procedures may be 
utilized to provide the basis for meeting possible claims in this field 
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in the same manner as other claims against the university arising out 
of its usual activities. 

The $250,000 division of responsibility between the licensee and the 
Commission is made applicable to those licensees having immunity 
from public liability because it is a State agency by clause (3) of the 
bill. Clause (3) provides that the Commission shall make payments 
under the contract on account of activities of such a licensee in the 
same manner and to the same extent as the Commission would be 
required to do if the licensee were not such a State agency. 

After weighing carefully several possible alternatives, the conferees 
decided that the recommended language would best reconcile the 
difficult problems of State and local law presented, and would at the 
same time accomplish the desired objective of encouraging nonprofit 
educational institutions to participate in our atomic energy research 
and training program. 


Cart T. Durnam, 
Cuet Ho.irie.p, 
MELVIN Price, 
James E. Van ZAnpDrT, 
Craig Hosmer, 
Managers on the Part of the House. 


O 











DEPOSITED 
UNITED STATES 


85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2586 


DISTRICT OF COLUMBIA TEACHERS’ SALARY PAY ACT 
OF 1955 


Aveust 13, 1958.—Ordered to be printed 


READING ROOM 


Mr. MrircHe.t, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 13132] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 13132) to 
amend the District of Columbia Teachers’ Salary Act of 1955, having 
met, after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the Senate recede from its amendment. 


Erwin MIrcHELL, 

T. G. ABERNETHY, 

A. L. MILumr, 

DeWirr S. Hype, 
Managers on the Part of the House. 


J. ALLEN FReEarR, Jr., 

J. GLENN BEALL, 

Turuston B. Morton, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 13132) to amend the District of Columbia Teachers’ 
Salary Act of 1955, submit the following statement in explanation of 
the effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 

The House bill provided generally for salary increases for the 
District of Columbia school teachers, school officers, and other em- 
ployees of the Board of Education of the District of Columbia in 
amounts averaging 14.1 percent. The Senate amendment struck out 
all after the enacting clause and inserted a substitute text which 
provided increases for the same group in amounts averaging 17.8 
percent. 

The Senate recedes from its amendment. 

Erwin MItTcHELL, 

T. G. ABERNETHY, 

A. L. MILueEr, 

DeWirr S. Hype, 
Managers on the part of the House. 
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Mr. Morgan, from the Committee on Foreign Affairs; submitted the 
following 


REPORT 


[To accompany 8. 1416] 


The Committee on Foreign Affairs, to whom was referred the bill 
(S. 1416) granting the consent of Congress to a Great Lakes Basin 
compact, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of the bill is to grant the consent of Congress, with 
certain limiting qualifications, to the creation of a Great Lakes Com- 
mission by the States of Illinois, Indiana, Michigan, Minnesota, New 
York, Ohio, Pennsylvania, and Wisconsin. The Commission, whose 
powers are limited to recommendations and advisory functions, has 
already been formed and all of the above States, except Ohio and New 
York, have already ratified. The Commission’s powers include the 
gathering and publication of information; making recommendations 
with respect to the orderly and_ balanc ed development, use, and 
conservation of the water resources of the Great Lakes Basin; con- 
sidering the means of improving fisheries and navigation; recom- 
mending legislation to the States, and cooperating with the United 
States Government and other public bodies. 


COMMITTEE ACTION 


Legislation similar to the present bill was before the House Foreign 
Affairs Committee in the 84th Congress. The executive branch, 
however, raised certain substantive objections, specifically to the 
provision that the Canadian Provinces of Ontario and Quebec might 
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join the pact and to various provisions calling on the Federal Govern- 
ment to cooperate with the Ccnivideainn and granting the Commission 
the authority to assist in certain negotiations. No hearings were 
held by the committee darting the 84th Congress and no further action 
was taken. 

In 1957, however, H. R. 4314 was introduced by Hon. John W. 
Byrnes, of Wisconsin; H. R. 4315 was introduced by Hon. Gerald R. 
Ford, Jr., of Michigan; and H. R. 4316 was introduced by Hon. Louis 
C. Rabaut, of Michigan. A hearmg: was held on H. R. 4316-0n July 
30, 1957, at which time Hon. Louis C. Rabaut; Hon. Gerald R. Ford, 
Jr.; Mr. Harold D. Beaton, legislative assistant to Senator Pat 
McNamara; and Mr. Marvin Fast, Executive Director of the Great 
Lakes Commission, presented testimony. On July 28, 1958, the 
Senate passed S. 1416, which is substantially similar to H. R. 4316. 

An additional hearing was held on August 5, 1958, at which time 
testimony was heard from Charles Fichtner, exec utive vice president, 
Buffalo Chamber of Commerce; Oliver A. Reynolds, vice president, 
Cleveland Chamber of Commerce; John R. Davison,- speaking for 
Robert Moses, chairman, Power Authority, State of New York; 
Murray Preston for N. R. Danielian, president, Great Lakes St. 
Lawrence Association; and Hon. Louis C. Rabaut. 

The committee met in executive session on August 5 and again on 
August 12, 1958, to consider the legislation. On August 12, the 
committee ordered the bill reported. 


BACKGROUND 


For nearly a decade proposals have been advanced that the Great 
Lakes States join in an interstate compact to assist in solving the 
problems relating to the water resources of the Great Lakes. Among 
the many probler ms have been those of fishery protection and regula 
tion, pollution control, shore erosion, diversion of water into and from 
the Great Lakes system, and stabilization of levels. 

The move for an interstate compact received its first real impetus 
in 1954 when the Michigan Legislature passed a measure authorizing 
the Governor to enter into a compact with the other Great Lakes 
States and the Canadian Province of Ontario. Subsequently the 
Council of State Governments organized the Great Lakes Seaway 
and Water Resources Conference in August 1954. That group set 
in motion the procedure and organization that lead to the develop- 
ment of the present compact. 

The compact which became effective on July 1, 1955, following 
ratification by 4 States, has been ratified by Illinois, Indiana, Michi- 
gan, Minnesota, Wisconsin, and Pennsylvania. Ohio has not yet 
ratified. Although the compact legislation was unanimously passed 
by the New York State Legislature, it was vetoed by Governor 
Harriman on the basis that he did not approve of the technique of 
appointment of representatives and because of certain other techni- 
calities. Governor Harriman has subsequently indicated support for 
the compact. 

NEED FOR THE LEGISLATION 


This legislation will enable the various States and the Federal Gov- 
ernment to engage in cooperative efforts in solving the various prob- 
lems related to the Great Lakes area. It will result in more frequent 
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and more fruitful meetings between the various persons and entities 
concerned. It meets a real need in our constitutional structure. 
Through this technique the resources and energies of the various 
States and the Federal Government will be focused upon the pressing 
needs of the Great Lakes region. It should constitute another out- 
standing example of cooperative effort between the States and the 
Federal Government. 


PROVISIONS OF THE BILL 


S. 1416 is divided into four sections. The first section contains 
the text of the compact as ratified by six States. The second section 
contains a limitation on the powers of the Great Lakes Commission 
and specifically provides that nothing contained in the act shall be 
construed to affect the jurisdiction, powers, or prerogatives of any 
department, agency, or officer of the United States. Furthermore, 
section 2 withholds the consent of Congress to the inclusion of the 
Canadian Provinces in the compact, thereby limiting the membership 
of the compact to States of the United States. The Commission 
cannot deal with foreign governments, except through the Depart- 
ment of State, and cannot deal with international organizations, 
except through the United States section of such organization. Sec- 
tion 2 also withholds consent from the provisions authorizing the 
Commission to assist in the negotiation of treaties and agreements 
with the Government of Canada and to recommend mutual arrange- 
ments with Canada. Section 3 provides for a Federal representative 
on the Commission who shall attend all meetings but who shall have 
no vote. Section 4 reserves to Congress the right to alter, amend, 
or repeal the act. 


PROVISIONS OF THE COMPACT AS SET FORTH IN SECTION 1 


Article I sets forth the purpose of the compact. The primary pur- 
pose is to establish an interstate commission with fact-finding, 
investigatory, and recommendatory powers. 

Article II lists the States which may become party to the compact 
and provides that the compact shall become operative when the legis- 
latures of any four of the States of Illinois, Indiana, Michigan, Minne- 
sota, New York, Ohio, Pennsylvania, and Wisconsin have ratified the 
compact. The consent legislation specifically prohibits the States 
from making compacts with the Province of Ontario and the Province 
of Quebec. 

Article III defines the Great Lakes Basin. For purposes of the 
compact, the basin is to consist of Lakes Erie, Huron; Michigan, 
Onterio, St. Clair, Superior, and the St, Lawrence River, together 
with any and all natural or manmade water interconnections and 
waters within the compacting States which comprise part of the 
watershed draining into these ao, 

Article IV establishes the operational framework of the compact. 
The Great Lakes Commission is to consist of not less than 3 nor more 
than 5 Commissioners from each member State, but each State dele- 
gation is entitled to 3 votes in the Commission. The method of 
selection of its Commissioners is to be determined by each State. 
The Commission is empowered to appoint an Executive Director and 
such additional staff as may be necessary. 
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Article V provides for the financial support of the Commission. 
The compact provides that “‘costs shall be allocated equitably among 
the party States in accordance with their respective interests.”’ 

Article VI sets forth the powers of the Commission. The Com- 
mission will be a factfinding and recommendatory rather than a 
regulatory agency. The Commission may undertake studies relating 
to any phase of the water resources and their uses in the basin and 
may recommend programs and policies to any governmental unit or 
agency in the United States having interests or jurisdiction in the 
basin. It is specifically provided that no action of the Commission 
shall have the force of the law in, or be binding upon, any party State. 

Article VII constitutes an agreement among the party States to 
consider the action recommended by the Commission on such matters 
as (1) stabilization of lake levels; (2) measures for combating pollution, 
beach erosion, floods, and shore inundation; (3) uniformity in naviga- 
tion regulations within the constitutional powers of the States; (4) 
proposed navigation aids and improvements; (5) uniformity or 
effective coordinating action in fishing laws and regulations and 
cooperative action to eradicate destructive and parasitical forces 
endangering the fisheries, wildlife, and other water resources; (6) 
suitable hydroelectric power developments; (7) cooperative programs 
for control of soil and bank erosion for the general improvement of 
the basin; (8) diversion of waters from and into the basin; and (9) 
recreational uses of water resources. 

Article VIII specifies the period during which the compact shall 
continue in force and the manner by which a State may withdraw 
from the compact. 

Article IX provides that the provisions of the compact shall be 
reasonably and liberally construed and for the severability of any 
parts of the compact declared to be unconstitutional. 


NECESSITY FOR CONGRESSIONAL CONSENT 


Article I, section 10, clause 3, of the United States Constitution 
provides: ‘‘No State shall, without the consent of congress, * * * 
enter into an agreement or compact with another State, or with a 
foreign power ee 

There is some dispute as to whether the present compact is within 
the compact clause of the Constitution. There is authority for the 
proposition that any compact which does not alter the political rela- 
tionship between the various States and the Federal Government does 
not require ratification (State of Virginia v. State of Tennessee, 148 
U. S. 503, 13 S. Ct. 728, 1893). Some opponents of the bill have 
argued that since the Great Lakes Commission can only advise and 
recommend, it does not alter the political relationships of the States 
or their relations with the Federal Government. Consequently, so 
it is argued, there is no need for ratification of the compact. On the 
other hand, others argue that the compact is of a proud scope, citing 


the fact that the Commission may make recommendations on many 
matters clearly within the competence of the Federal Government. 
According to this group, this fact brings the compact clearly within 
the constitutional prohibition and thereby makes congressional 
consent a necessity. 
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In view of the dispute concerning the necessity for the compact, it 
seems clear that it would be more prudent to secure congressional 
consent rather than to forego consent and thereby throw doubt on the 
validity of the compact and on the Commission’s activities. Failure 
to grant consent might jeopardize the future activities of the 
Commission. 

The Department of Justice by letter of May 16, 1957, to Senator 
James QO. Eastland, printed in the Senate report on this bill, stated 
that it had no objection to the enactment of the bill, provided that it 
be amended in one respect, which has been done. Evidently, therefore, 
the consent of Congress was considered proper, and perhaps necessary. 

The Department of Justice also submitted a memorandum on this 
question to Congressman Thomas E. Morgan, chairman, Foreign 
Affairs Committee, on August 11, 1958, which contained the following 
statement: 


As writers have pointed out, the “political balance” 
doctrine is more useful as a principle than as a formula. It 
still leaves the necessity for examining and reaching conclu- 
sions respecting each proposed interstate agreement individ- 
ually. In the circumstances the States have customarily 
resolved the uncertainty by seeking the congressional consent 
and thus securing the legal advantage of insulation from 
future contest. 


If there is any question as to the need of congressional consent 
in this instance, it would certainly appear wise to give consent. 

The granting of consent can do no harm, and those opposing 
the bill on this ground will have to admit that the States proposing 
to enter the compact could properly do so anyway. 

There have been several instances in which the Congress has granted 
its consent to compacts which do not contemplate any more important 
activities by the participating States than those provided for in this 
compact. 

The question has also been raised whether it would not be more 
appropriate for the legislatures of the various States to conclude an 
amended compact and then to ratify it rather than to attempt to 
amend the compact by superimposing limitations as is done in this 
bill. Such a procedure would consume considerable time and may 
cast doubt on the validity of present arrangements. Consequently, 
the technique adopted in this bill appears to be preferable. It may 
well be, however, that the individual States should proceed to reratify 
the compact as limited by the present legislation. 


EFFECT OF FUTURE AMENDMENTS TO THE COMPACT 


The compact to which Congress lends its consent in this bill does not 
contain any provision for amendment by the States. Consequently, 
it is clear that an amendment to the compact effected by the members 
of the compact at some future date would constitute an agreement 
under the constitutional clause calling for congressional consent of 
“agreements” and “compacts.” Such an amendment would require 
ratification by the various States and if this formality is necessary, 
it is clear that congressional consent would also be necessary. 
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The consent bill also contains in section 4 an express reservation to 
the Congress of the right to alter, amend, or repeal the consent act. 
This reservation emphasizes that in the event the Commission were 
to exceed the limitations of the consent legislation or were to take 
action not provided for in the consent legislation, the Congress could 
repeal the consent legislation. 


EXECUTIVE COMMENT 


Statements of no objection and approval of H. R. 4314, H. R. 4315, 
and H. R. 4316 have been received by the Committee on Foreign 
Affairs from the Department of State and the Bureau of the Budget. 
In addition, S. 1416 has secured approval from the Departments of 
State, the Army, Justice, and Interior and from the Bureau of the 
Budget. 

COST TO THE FEDERAL GOVERNMENT 


The only cost to the Federal Government will be the salary of the 
Federal representative to the Commission. Section 2 of the bill 
provides that the Federal representative shall be appointed by the 
President and shall report in writing to the Senate, the House of 
Representatives, and the President. He shall have no vote in the 
Commission. His salary shall not exceed $15,000 per year and shall be 
paid from the current appropriation for salaries in the White House 
of the staff assistants for the President in connection with special 
projects; 


MINORITY REPORT 


This bill is unnecessary and unwise. It creates a superstate within 
the United States, a compact of 8 States, ruled by a Commission, 
with a Federal representative, to be appointed by the President at a 
salary of $15,000 and expenses. (See sec. 3. ) The compact becomes 
“binding” w hen “enacted by the legislatures’ of 4 of the 8 Great Lake 
States. (See art. IJ.) The Commission may sue and be sued, hold 
property, etc. (art. IV). Six States have enacted laws entering the 
compact, New York has passed a law that was vetoed, Ohio has taken 
no action. 

The compact, as approved by six States, is an international organi- 
zation. It provides that Ontario and Quebec may join (art. IL) and 
article VI gives the Commission power to “recommend agreements” 
and ‘‘assist in the negotiation and formulation” of treaties between 
the United States and Canada. This bill, S. 1416, consents to the 
compact, but, in section 2, eliminates most of the international aspects 
of the compact. Thus, the proposition now before Congress is not 
what the various States approved, and no one can say whether the 
States would have approved what Congress is now asked to approve. 

All of the nine subjects on which the Commission can act (art. VI) 
are already being regulated by Federal and international agencies, 
working with the States involved; the Power Authority of New York 
(which opposes the bill), the Army Corps of Engineers, the Interna- 
tional Joint Commission, Joint Board of Engineers, and the Federal 
Power Commission. Section 2 of this bill says “the Commission 
shall be solely a consultative and recommendatory agency.’ Thus, 
all it would do would be to debate what action should be taken by 
other agencies and officers responsible for action. This would not 
improve, but would only impede, if not prevent responsible action. 

Stabilization of lake levels and diversion of lake waters are matters 
of national and international concern and should not be subject to 
the confusion, the pressures, that could come from action by a com- 
mission like this. 

The proponents of S. 1416 say that congressional consent is needed 
because the Constitution provides: 


No State shall, without the Consent of Congress, * * * 


enter into an Agreement or Compact with another State, or 
with a foreign Power, * * *. 


If this compact is what its proponents say it is, merely a consulta- 
tive group to make recommendations to various States and Govern- 
ment agencies about a long list of things, then congressional consent 
is unnecessary. As a matter of fact, this group has been functioning 
since 1955 along the lines they say they want to function, as an associa- 
tion similar to many associations among States and State officials, 
without congressional sanction. Such an organization does not need 
congressional consent unless it intends to exercise political power. 


= 
‘ 
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In State of Virginia v. State of Tennessee (148 U.S. 503, 13S. Ct. 728, 
1893), the Supreme Court said, at page 517: 


* * * The terms “agreement” or “compact,” taken b 
themselves, are sufficiently comprehensive to embrace ail 
forms of stipulation, written or verbal, and relating to all 
kinds of subjects; to those to which the United States can 
bave no possible objection or have any interest in interfering 
with, as well as to those which may tend to increase and 
build up the political influence of the contracting States, so 
as to enroach upon or impair the supremacy of the United 
States, or interfere with their rightful management of par- 
ticular subjects placed under their entire control. 

There are many matters upon which different States may 
agree that can in no respect concern the United States * * *. 
If, then, the terms “compact” or “agreement” in the Con- 
stitution do not apply to every possible compact or agree- 
ment between one State and another, for the validity of 
which the consent of Congress must be obtained, to what 
compacts or agreements does the Constitution apply? 

4 * * * OK 


Looking at the clause in which the terms “compact” or 
“agreement” appear, it is evident that the prohibition is 
directed to the formation of any combination tending to the 
increase of political power in the States, which may encroach 
upon or interfere with the just supremacy of the United 
States. 


* * * The mere selection of parties to run and designate 
the boundary line between two States, or to designate what 
line should be run, of itself imports no agreement to accept 
the line run by them, and such action of itself does not come 
within the prohibition * * *, 


It may be that some of the promoters of this compact intend to 
exercise political power. The power to recommend can be a sub- 
stantial political power; for example, note the constitutional authority 
given the President to make recommendations to Congress. If this 
organization is approved by Congress and furnished with a $15,000 
Federal representative to keep in touch with the President and 
Congress, and also to interfere with recommendations of the separate 
States in the compact, it could develop unprecedented political 
powers. 

We have never received from the proponents an answer to the 
question ‘‘What do you want to do after Congress consents that you 
cannot do now?” 

If the answer is “nothing,” then consent is unnecessary. If the 
answer is “encroach upon or interfere with individual States and the 
Federal Government,”’ then consent should be withheld. 

The bill should be defeated. 


9’? 


JoHn M. Vorys. 
‘rRancES P. Bo.LtTon. 
Frances P. Bo.ton 
AY? 4. Hays. 
Wayne L. H 
Water H. Jupp. 
K. M. LeCompte. 
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AMENDING THE DISTRICT OF COLUMBIA PUBLIC 
SCHOOL FOOD SERVICES ACT 
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‘ 


Avucust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMrutan, from the Committee on the District of Collie IGAN 
submitted the following “+a 
SEP 2 


REPORT 


MAIN 
, “M 
[To accompany 8. 1764] READING ROCM 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1764) to amend the District of Columbia Public School 
Food Services Act, having considered the same, report favorably 
thereon with an amendment and recommend that the bill, S. 1764, as 
amended, do pass. 

The amendment is as follows: 

On page 1, line 10, following the words “reduced cost”’ insert a colon 
and the following: 


Provided, That such reimbursement shall be made only in 
cases where such lunches are served to children of families 
who are recipients of public assistance granted by the gov- 
ernment of the District of Columbia. 


The District of Columbia Public School Food Services Act estab- 
listed a Department of Food Services under the direction and control 
of the Board of Education, and authorized such Department to con- 
duct a centralized system of public-school cafeterias, lunchrooms, and 
related services. In order to enable the Department of Food Services 
to function, the act established the “District of Columbia Public 
School food services fund.” All revenues and receipts derived from 
the operation of food services in the schools are paid into this fund, 
and it is used as a permanent revolving fund for the purchase of foods, 
supplies, and all services and expenditures necessary, including per- 
sonal services, the operation and maintenance of motortrucks, and the 
expense of conducting the office of central management. 

xcept for the original single appropriation of $25,000 which estab- 

lished the fund, the only appropriations authorized are those for the 

acquisition, maintenance, and replacement of equipment used or 

acquired for use in the conduct of the Department of Food Services. 
20006 
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The act also authorizes schools operating thereunder to participate 
in the functions authorized under the National School Lunch Act (60 
Stat. 233; 42 U. S. C. 1758), which provides that lunches shall be 
made available to needy children without cost or at a reduced cost. 

The cost of free lunches in the District of Columbia public schools is 
currently being absorbed by the food services fund, which in effect 
means that the pupils who can afford to pay for their lunches are 
contributing to the cost of the lunches served without charge to 
needy pupils. Experience bears out the fact that as prices charged 
are increased, participation decreases, and therefore there is a possi- 
bility that unless some financial relief is realized for lunches served 
without charge to needy pupils, other than absorbing the cost by 
those who pay for their lunches, the cost of these lunches may not 
be met. Should this occur, the entire food-services program would 
be placed in a precarious financial position. During the 1955-56 
school year, 45,964 free lunches were served, the cost of which, 
approximately $16,500, had to be absorbed by the fund. 

The purpose in the committee amendment is to make sure that 
reimbursements are made only in cases where lunches are served to 
children of families who receive public assistance granted by the 
government of the District of Columbia. 

This legislation has the approval of the Commissioners of the 
District of Columbia and the Board of Education of the District of 
Columbia. 

The cost of the legislation under the bills, S. 1764 and H. R. 6811, 
as introduced, would be approximately $16,500 per annum. In view 
of the amendment adopted by the House Committee on the District 


of Columbia it is impossible to determine exactly what the cost will 
be. However, because of this comes the cost of this legislation will 


be considerably less than the figure of $16,500. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


(65 Stat. 369) 


Src. 5. There is hereby created in the Treasury of the United States 
a fund to be known as “District of Columbia Public School Food 
Services Fund’’, hereinafter referred to as the ‘‘Food Services Fund”’, 
and there is authorized to be appropriated, out of the revenues of the 
District of Columbia, $25,000 which shall be credited to the Food 
Services Fund. All revenues and receipts of any nature whatever 
derived from the operation of food services, or as provided otherwise 
by this Act, shall, under regulations of the Board, be paid over to the 
Collector of Taxes of the District of Columbia not less often than 
once each week and by him deposited in the Treasury of the United 
States to the credit of the Food Services Fund. Such fund shall be 
used as a permanent revolving fund and expenditures therefrom shall 
be made only upon vouchers certified by the Superintendent of Schools 
or his designated agent and approved before payment by the Auditor 
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of the District of Columbia, and shall be disbursed in the same manner 
as other District of Columbia funds are disbursed. The Food Services 
Fund shall be available for the purchase of food, supplies, and all 
other services and expenditures of whatever nature which are neces- 
sary for the conduct of the Department of Food Services, including 
personal services, the operation and maintenance of motor trucks, 
and the expenses of conducting the Office of Central Management. 

Src. 6. Appropriations are , Brae authorized for the acquisition, 
maintenance and replacement of equipment used or acquired for use 
in the conduct of the Department of Food Services in the public 
schools of the District of Columbia “and for reimbursement of the Dis- 
trict of Columbia Public School Food Services Fund for lunches served in 
accordance with section 9 of the National School Lunch Act (60 Stat. 
283; T. 42, sec. 1758, U. S. C., 1952 edition), to children without cost 
to such children or at reduced cost. The rate of such reimbursement for 
such lunches served by the Public Schools in the District of Columbia 
shall be the student price of “Type A Lunch” in effect at the time such 
lunches are served. As used in this section the term “Type A Lunch’ 
means a Type A Lunch as defined in regulations promulgated by the 
Secretary of Agriculture pursuant to authority in the National School 
Iunch Act. Appropriations authorized by this section shall be available 
for reimbursement of the Food Service Fund in the amount of any agency 
contributions paid out of such Fund pursuant to the provisions of section 
4 (a) of the Civil Service Retirement Act.” 


O 
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STUDY COMMISSION ON SOUTHEASTERN RIVER BASINS 


Avucust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Davis of Tennessee, from the Committee on Public Works, sub- 


mitted the following oe MICHIGAN 


REPORT SEP 5 


[To accompany S. 4021] MAIN 
READING 


The Committee on Public Works, to whom was referred the bill 
(S. 4021) to establish the United States Study Commission on the 
Savannah, Altamaha, St. Marys, Apalachicola-Chattahoochee, and 
Alabama-Coosa River Basins, and intervening areas, having con- 


sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 3, strike out ‘“Alabama-Coosa’”’ and insert ‘‘Perdido- 
Escambia.” 

Page 4, line 17, strike out ‘‘Alabama-Coosa”’ and insert ‘Perdido- 
EKscambia.”’ 

Page 4, line 24, strike out ‘‘Alabama-Coosa”’ and insert ‘‘Perdido- 
Escambia.” 

Page 10, line 6-7, strike out ‘‘Alabama-Coosa”’ and insert ‘‘Perdido- 
Escambia.” 

Page 12, line 7, strike out ‘‘Alabama-Coosa” and insert ‘“Perdido- 
Kscambia.”’ 

Amend the title so as to read: 


An Act to establish the United States Study Commission 
on the Savannah, Atlamaha, Saint Marys, Apalachicola- 
Chattahoochee, and Perdido-Escambia River Basins, and 
intervening areas. 

PURPOSE 


The purpose of the bill is to authorize the establishment of a 
United States Study Commission which would be responsible for the 
preparation of integrated and cooperative investigations, studies, and 
surveys of land and water resources in the southeastern portion of the 
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country. The area encompassed for the study includes that portion 
of the southeast drainage basins which would be bounded on the 
northeast by the Savannah River Basin, on the south by the St. 
Marys-Nassau River Basin and on the west by the Perdido -Escambia 
River Basin system. 

The Study Commission would be empowered to prepare plans for 
development of.land and water resources of the area and to submit a 
report on such plans to the President. The Study Commission would 
be composed of 11 members who would be appointed by the Presi- 
dent; 6 members would be from Federal departments; 4 members 
from the States of South Carolina, Georgia, Florida, and Alabama. 
The chairman, who would be the 11th member, would be a resident 
of one of the States embraced within the study area. 

The Commission would cease to exist within 3 months from the 
date of its submission of its final report to the President and the 
President shall, within 90 days after receipt of the final report transmit 
it to Congress with his views, comments, and recommendations. 


DESCRIPTION OF AREA 


The Savannah River is formed by the junction of Tugaloo and 
Seneca Rivers on the boundary line between Georgia and South 
Carolina, flows southeasterly along the boundary for 297.1 miles to 
Savannah, Ga. Savannah River drains an area of 10,615 square 
miles of which 359 are in North Carolina, 4,282 in South Carolina, 
and 5,938 square miles in Georgia. 

The Altamaha River system comprises three principal basins with 
the Altamaha River and is formed in south central Georgia by the 
confluence of the Ocmulgee and Oconee Rivers. From this point, 
which is known as the Forks, it flows easterly for 30 miles and then 
southeast for 107 miles to its delta outlets into Doboy Sound and 
Altamaha Sound. The area of the basin, which lies entirely within 
the State of Georgia, comprises about 2,691 square miles. 

The Ocmulgee River rises near Atlanta, Ga., and flows in a generally 
southeasterly direction for about 240 miles and then in a north- 
easterly direction to its confluence with the Oconee River in the Coastal 
Plains in south central Georgia. The basin lies entirely with the 
State of Georgia and comprises about 5,909 square miles. 

The Oconee River rises near Gainesville, Ga., and flows in a south- 
easterly direction into the Coastal Plain to its confluence with the 
Ocmulgee River in south central Georgia. The basin lies entirely 
within the State of Georgia and comprises about 5,548 square miles. 

The Ogeechee River Basin is an intervening basin located between 
the Savannah and Altamaha River systems. This river is entirely 
within the State of Georgia and has a drainage area of about 5,355 
square mile S. 

The Satilla River Basin is an intervening basin located between the 
Altamaha and St. Marys-Nassau River Basins. The basin lies 
entirely within the State of Georgia and comprises about 4,276 square 
miles. 

The St. Marys River system comprises the St. Marys River and 
Nassau River. The St. Marys River rises along the edges of the 
Okefenokee Swamp of south Georgia and forms the State line between 
Florida and Georgia to its mouth at Fernandia, Fla. The Nassau 
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River rises northwest of Jacksonville and is entirely in Florida, flow- 
ing east to the ocean about 15 miles south of Fernandia, Fla. The 
basin of the 2 rivers comprises an area of about 1,957 square miles of 
which 1,362 are in Florida and 595 are in Georgia. 

The Apalachicola, the largest fresh-water river in the State of 
Florida, is formed by the confluence of the Chattahoochee and Flint 
Rivers at the southwest corner of the State of Georgia from whence 
it flows in a southerly direction for about 108 miles emptying into 
Apalachicola Bay. The total area of the basin is 2,453 square miles, 
of which 321 square miles are in Alabama and 2,132 square miles are 
in the State of Florida. 

The Chattahoochee River rises in the Blue Ridge Mountains of 
northeastern Georgia and flows southwesterly for about 418 miles to 
West Point, Ga., and thence southerly to join the Flint River at the 
southwest corner of Georgia, forming the Apalachicola River. The 
Chattahoochee River drains approximately 8,647 square miles, includ- 
ing 5,992 square miles of Georgia, 2,537 square miles of southeastern 
Alabama, and 118 square miles of Florida. 

The Flint River which is a part of the Apalachicola-Chattahoochee 
River system has its source near Atlanta, Ga., and flows southward 
350 miles in an easterly are to its confluenee with the Chattahoochee 
River at the Florida State line. The basin comprises 8,315 square 
miles which lie entirely within the State of Georgia. 

The Suwannee and Ochlockonee-St. Marks River basins are inter- 
vening basins between Satilla and St. Marys-Nassau on the north 
and east and the Apalachicola-Chattahoochee system to the west. 
The Suwannee River rises in the Okefenokee Swamp of southeast 
Georgia, but three principal tributaries, the Alapaha, Withlacoochee, 
and Little Rivers oa their headwaters in south central Georgia. 
The basin contains about 9,941 square miles, of which 5,546 are in 
Georgia and 4,395 are in Florida. The three principal streams of the 
Ochlockonee-St. Marks River basin are the Ochlockonee and Aucilla 
Rivers which have headwaters in southern Georgia, and the St. 
Marks which has its source at Lake Lafayette, about 10 miles east 
of Tallahassee, Fla. There are approximately 6,658 square miles 
contained by the basin, of which 5,078 square miles lie in Florida and 
1,580 square miles in Georgia. 

The Choctawhatchee and Perdido-Escambia River Basins lie west 
of the Apalachicola-Chattahoochee River system. The Choctaw- 
hatchee River is formed in the Coastal Plain of southeastern Alabama 
and flows southwesterly some 90 miles prior to entering Florida, and 
thence about another 95 miles to enter Choctawhatchee Bay and the 
Gulf of Mexico. The major tributaries are the Pea River and Holmes 
Creek. The total drainage area of the Choctawhatchee Basin is about 
6,415 square miles which is almost equally divided between the States 
of Alabama and Florida. The drainage of the Perdido-Escambia 
River Basin is accomplished by four principal rivers, all rising in 
southern Alabama, and a number of small coastal streams. These 
principal rivers are the Perdido on the west, which forms part of the 
Alabama-Florida State boundary, the Escambia, with its chief tribu- 
tary, the Conecuh, the Blackwater and in the eastern part of the basin, 
the Yellow. The Perdido-Esecambia River Basin comprises an area 
oer square miles, of which 5,282 are in Alabama and 2,653 lie in 

orida. 
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DISCUSSION 


Enactment of S. 4021 as amended by the committee would provide 
authority for studies and development of plans for the utilization of 
land and water resources in an area containing about 86,715 square 
miles in the States of South Carolina, Georgia, Florida, and Alabama. 
In addition, there is a small amount of drainage area in North Carolina 
amounting to about 359 square miles. The various basins enumerated 
are those which are to be considered in preparing plans for proper 
utilization of land and water resources. 

The enactment into law of S. 4021 would provide for coordinated 
studies of plans for improvements which are to have as their purpose 
the enhancement of opportunities for about 5 million people residing 
in the rapidly developing southeastern section of our Nation. 

Many flood control, hydroelectric power, navigation, watershed pro- 
tection, water pollution control, and other water and land resources 
development projects have been constructed, are under construction, 
authorized, and being planned in this vast area. The Study Com- 
mission would review all existing and proposed projects with a view 
to fully coordinating the purposes of those projects in existence, under 
construction, authorized, and those being planned and those to be 
planned so that there will be as a result the best utilization of those 
resources of the area. 

S. 4021, as passed by the Senate, included in the area to be covered 
by the comprehensive study the river basin of the Alabama-Coosa 
system in Alabama, Georgia, and Tennessee. Information subse- 
quently presented to the committee indicated that the congressional 
delegation and the local residents of the basin were desirous of having 
the Alabama-Coosa River Basin excluded from the study. They feel 
that the basin already has been adequately covered by surveys for 
flood control, navigation, and hydroelectric power development, and 
that the present e of development for the basin by both Federal 
and non-Federal interests is satisfactory. For these reasons the 
committee has amended the bill to exclude the river basin of the 
Alabama-Coosa system. This will reduce the area to be covered 
from 109,246 square miles to 86,715 square miles, and will make the 
western boundary of the area to be surveyed the Perdido-Escambia 
River Basin which is the basin adjacent to and immediately east of 
the Alabama-Coosa River Basin. 


VIEWS OF THE BUREAU OF THE BUDGET 


The Bureau of the Budget stated that there would be no objection 
to enactment of this legislation if amended as it suggested. For the 
most part these suggestions were adopted by the Senate Committee 
on Public Works in reporting the bill. 


VIEWS OF THE COMMITTEE 


Comprehensive water resource development plans have been pre- 
pared in the past for certain areas and found to be of great value in 
the formulation and selection of projects for construction. Examples 
of these studies are the comprehensive report on the New England- 
New York region and the equally comprehensive report on the 
Arkansas-White-Red River Basins in the Southwestern United States. 
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Other comprehensive studies such as those on the Columbia, the 
Missouri, the Mississippi, and the Ohio have proved to be an invalu- 
able basis for the development of the water resources in these basins. 
The committee is of the opinion that the proposed study for the 
southeastern basins will prove to be of equal value in the future 
development of the water and related resources of this important 
region. 


O 
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AMENDING CHAPTER 13 OF THE BANKRUPTCY ACT 


Avuaust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
i N, —RS:.?* 
following er MICHIGAN 
_ eee 
REPORT SEP 3 4 


i< ww 


[To accompany H. R. 12115] MAIN 


READING ROOM 
F The Committee on the Judiciary, to whom was referred the bill 
(H. R. 12115) to amend chapter 13—-Wage Earners’ Plans—of the 
Bankruptcy Act, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


P The purpose of this bill is to eliminate the monetary limitation on 
the availability to debators of chapter XIII of the Bankruptcy Act. 
The bill also provides flexibility in the commissions to be awarded the 
trustee in these proceedings. 


cost 
No cost to the United States is involved. 


RECOMMENDATIONS OF THE JUDICIAL CONFERENCE 


This bill was introduced at the request of the Judicial Conference of 
the United States and embodies their recommendations. 


GENERAL STATEMENT 


Chapter XIII of the Bankruptcy Act provides a method by which 
wage earners, as defined in that chapter, may meet creditors’ claims 
without resorting to a straight bankruptcy proceeding. In a chapter 
XIII plan, the debtor does not seek to escape his obligations, but 
instead seeks sufficient time and a systematic method for paying bis 
debts. 
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Under present law, to be eligible for a chapter XIII proceeding, the 
debtor must be an individual ‘‘who works for wages, salary, or hire at 
a rate of compensation which, when added to his other income, does 
not exceed $5,000 per year.”” That amount was established in 1950 
when the 8lst Congress raised this jurisdictional limitation from 
$3,600 (H. R. 9284, 81 Cong., 2d sess. (1950)). 

The committee believes that chapter XIII provides a highly desir- 
able method for dealing with the financial difficulties of individuals. 
It creates an equitable and feasible way for the honest and conscien- 
tious debtor to pay off his debts rather than having them discharged 
in bankruptcy. The power of the court to change the amount and 
maturity of installment payments without affecting the aggregate 
amount of such payments, makes chapter XIII particularly applicable 
to the present day financial problems generated by heavy installment 
buying. 

In view of the purpose of chapter XI1IF and its commendable results 
for both debtor and creditor, the committee can see no point in 
restricting its availability to those earning under $5,000 a year. This 
bill would eliminate that mone tary limitation and make chapter XIII 
available to an insolvent debtor regardless of his total income. 

Section 2 of the bill amends section 659 (3) to allow the court to 
fix the commissions of the trustee in chapter XIII cases at “not more 
than” 5 percent of the payments made in behalf of the debtor instead 
of the fixed 5 percent now authorized. As a result of encouragement 
the Bankruptcy Division of the Administrative Office of the United 
States Courts, there is now a far greater volume of chapter XIII pro- 

ceedings in some areas than there had been previously. The result is 
that in those areas the total income to the trustee under a fixed 
5-percent commission would be excessive. On the other hand, 1 
some areas chapter XIII proceedings are not widely used and a com- 
mission less than 5 percent might well be inadequate. In changing 
the 5-percent rate to a maximum rather than a fixed amount, this 
bill provides the flexibility necessary to meet a variety of situations 
which arise in the administration of the act. 

The communication from the Administrative Office of the United 
States Courts embodying the recommendations of the Judicial 
Conference is appended hereto. 


AprIL 18, 1958. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives 
Washington, D. C. 

Dear Mr. Speaker: | have the honor to transmit for the con- 
sideration of the House of Representatives of the United States, a 
bill to amend sections 606 (8) and 659 (3) of chapter XIII (Wage 
Earners’ Plans) of the Bankruptcy Act (11 U. S. C., 1006 (8) and 
1059 (3)). 

Section 606 (8) now limits the use of chapter XIII to wage earners 
whose total income does not exceed $5,000 a year. The bill would 
remove this limitation. It is believed that the wage-earner plan 
should be available equally to all whose principal income is derived 
from salaries, wages, or commissions. 
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The proposed amendment of section 606 (8) reads as follows: 

““(8) ‘wage earner’ shall mean an individual w hose principal income 
is derived from wages, salary, or commissions.’ 

Section 2 of the bill amends section 659 (3) so as to fix the commis- 
sions of the trustee in chapter XIII cases at “not more than’ 5 percent 
upon the payments made on behalf of the debtor instead of the straight 
5 percent now authorized. This would permit the court to adjust 
downward the allowances to the chapter XIII trustee where a large 
volume of such cases is handled. 

The proposed amendment of section 659 (3) reads as follows: 

(3) an additional fee for the referees’ salary fund, to be graduated 
and charged in the manner outlined in paragraph (2) of subdivision 
c of section 40 of this Act, and to be computed upon the amount of the 
payments actually made by or for a debtor under the plan; and com- 
missions to the trustee of not more than 5 per centum to be computed 
upon and payable out of the payments actually made by or for a debtor 
under the plan;”’ 

Section 3 makes the above amendments applicable to cases filed 
subsequent to the enactment of the bill. 

These amendments were recommended by the Committee on 
Bankruptcy Administration of the Judicial Conference of the United 
States and were approved by the Conference at its March 1958 
meeting, with the recommendation that they be enacted into law. 

Sincerely yours, 
W. L. Exuis, Acting Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italic: 

Section 606 (8) or THE Bankruptcy AcT 


* * * * * * * 


[(8) ‘‘wage earner’’ shall mean an individual who works for wages, 
salary, or hire at a rate of compensation which, when added to his 
other income, does not exceed $5,000 per year.J 

(8) “wage earner’ shall mean an individual whose principal income 
is derived from wages, salary or commissions. 


Section 659 (3) or THE BaNnKRUptTcy AcT 
* aS * ok * 


[(3) an additional fee for the referees’ salary fund, to be graduated 
and charged in the manner outlined in paragraph (2) of subdivision c 
of section 40 of this Act, and to be computed upon the amount of the 
payments actually made by or for a debtor under the plan; and 
commissions to the trustee of 5 per centum to be computed upon and 
payable out of the payments actually made by or for a debtor under 
the plan;] 
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(3) an additional fee for the referees’ salary fund, to be graduated and 
charged in the manner outlined in paragraph (2) of subdivision ¢ of 
section 40 of this Act, and to be computed upon the amount of the payments 
actually made by or for a debtor under the plan; and commissions to the 
trustee of not more than 5 per centum to be computed upon and payable 
out of the payments actually made by or for a debtor under the plan; 

* * * * * * * 


O 
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REQUESTING THE PRESIDENT TO PROCLAIM AUGUST 25, 
1958, AS NATIONAL ALLERGY DAY 


Aveust 13, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted 


- i.cR ‘ 
the following OF MICHIGAN 


REPORT SEP 9 4953 


[To accompany H. J. Res. 608] MAIN 
READING ROOM 

The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 608) requesting the President to proclaim the 
month of August 15, to September 15, 1958, inclusive, as National 
Allergy Month, having considered the same, report favorably thereon 
with amendments and recommend that the joint resolution do pass. 

The amendments are as follows: 

Page 1, strike out the ‘“Whereas” clauses. 

Page 2, strike out all after the enacting clause, and insert in lieu 
thereof the following: 

That the President of the United States is authorized and requested to issue 
a proclamation designating the day of August 25, 1958, as National Allergy Day 
and urging people throughout the Nation to cooperate in the fight for the pre- 


vention, treatment, and cure of allergic illness, and inviting the communities of 
the United States to observe such day with appropriate ceremonies. 


Amend the title so that it reads: 


Requesting the President to proclaim August 25, 1958, as 
National Allergy Day. 


PURPOSE 


This bill authorizes and requests the President to designate August 
25, 1958, as National Allergy Day in order to stimulate interest in 
the fight for the prevention, treatment and cure of allergic illnesses. 


COST 


No cost to the United States is involved. 
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STATEMENT 


During recent years there has been a growing awareness of the 
importance of allergic diseases as a major public health problem. 
Allergies afflict an estimated 17 million people in the United States. 
These illnesses include asthma, hay fever, eczema, abnormal reaction 
to drugs, and other shock reactions. The most prevalent allergy is 
hay fever, which alone costs the Nation’s economy about 16 million 
man-daysa year. The allergy problem has been intensified by indus- 
trial processes and exposures which result in harmful reactions to 
dyes, photographic chemicals, mercury solutions, soaps, insecticides, 
plastics, antibiotics, and many others. 

The committee believes that the magnitude of the problem deserves 
special attention and for that purpose recommends the enactment of 
this resolution. It is hoped that the American public will thereby 
become more acutely aware of the need for finding new and better 
methods for meeting the allergy problems. 


O 
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PARTICIPATION IN THE CALIFORNIA INTERNATIONAL 
TRADE FAIR AND INDUSTRIAL EXPOSITION TO BE 
HELD IN LOS ANGELES, CALIF., FROM APRIL 1 to 12, 1959 


Aucust 13, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Moraan, from the Committee on Foreign Affairs, submitted the 
following UN: ERS,.Y 
OF MICHIGAN 
REPORT e ae 
YEP 2 1958 


[To aecompany H. J. Res. 658] 


MAIN 
R 

The Committee on Foreign Affairs, to whom was referred the jon _— 
resolution (H. J. Res. 658) authorizing and requesting the President 
to invite the countries of the free world to participate in the California 
International Trade Fair and Industrial Exposition to be held in Los 
Angeles, Calif., from April 1 to 12, 1959, having considered the same, 
unanimously report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 

House Joint Resolution 658, authorizing and requesting the Presi- 
dent to invite the countries of the free world to participate in the 
California International Trade Fair and Industrial Exposition to be 
held in Los Angeles, Calif., from April 1 to.12, 1959, was introduced 
by the Honorable Gordon L. McDonough, of California, on July 21, 
1958. It was considered by the Committee on Foreign Affairs in 
executive session on August 13, 1958, and unanimously ordered 
favorably reported. 

The resolution authorizes and requests the President of the United 
States to invite by proclamation, or in such other manner as he may 
deem proper, the countries of the free world to participate in the 
California International Trade Fair and Industrial Exposition to be 
held in Los Angeles from April 1 to 12, 1959. 

Approval of this resolution will involve no cost to the Government 
of the United States. 

The Committee on Foreign Affairs believes that the California 
International Trade Fair and Industrial Exposition, by encouraging 
favorable relations among the people of the free world, will promote 
the foreign policy of the United States, and recommends that the 
resolution be adopted. 
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The Department of Commerce indicated its approval of House 
Joint, Resolution 658 in a letter from the Honorable Sinclair Weeks, 
Secretary of Commerce, to the Honorable Thomas E. Morgan, acting 
chairman, Committee on Foreign Affairs, dated August 12, 1958. 
The text of the letter follows: 


Wasuineton, D. C., August 12, 1958. 
Hon. Tuomas E. Morean, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This is in reply to your request dated 
July 28, 1958, for the views of this Department with respect to House 
Joint Resolution 658, authorizing and requesting the President to 
invite the countries of the free world to participate in the California 
International Trade Fair and Industrial Exposition to be held in Los 
Angeles, Calif., from April 1 to 12, 1959. 

he Department of Commerce seeks to encourage the promotion 
of international trade fairs and exhibitions in the United States in 
the conviction that the trade fair is a desirable form of positive trade 
and market development and is a basis for a wider technical, cultural, 
and social appreciation among nations. The California International 
Trade Fair and Industrial Exposition to be held at Los Angeles, 
Calif., April 1-12, 1959, will serve as a showcase for the world’s 
products and services and as a meeting ground for businessmen, 
traders, and industrialists from many countries. 

As House Joint Resolution 658 is intended to facilitate the partici- 
pation of foreign governments, trade organizations, and business con- 
cerns as exhibitors in the California International Trade Fair and 


Industrial Exposition, the Department of Commerce recommends 
enactment of this proposed legislation. 
We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 
Sincerely yours, 


Sinctarn WEEKs, 
Secretary of Commerce. 


In a letter from the Honorable William B. Macomber, Jr., Assistant 
Secretary of State for Congressional Relations, to the Honorable 
Thomas E. Morgan, acting chairman, Committee on Foreign Affairs, 
dated August 8, 1958, the State Department submitted its comment 
on House Joint Resolution 658 and indicated its reservation with 
respect to a phrase in the resolution. The text of the State Depart- 
ment’s letter follows: 

DEPARTMENT OF STATE, 
Washington, August 8, 1958. 
Hon. Toomas E. Morean, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Dr. Moraan: In your letter of July 28, 1958, you requested 
the comments of the Department of State on House Joint Resolu- 
tion 658, a joint resolution authorizing and requesting the President 
to invite the countries of the free world to participate in the California 
International Trade Fair and Industrial Exposition to be held in 
Los Angeles, Calif., from April 1 to 12, 1959. 
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The Department questions the advisability of oe the partici- 
pation to only the countries of the free world, inasmuch as selected 
eastern European countries have attended international trade fairs in 
this country in the past, and have also been invited to participate next 
year. I refer, also, to the phraseology used in similar legislation, 
1. e., House Joint Resolution 604, inviting ‘foreign countries to partici- 
pate.” The Department would prefer, therefore, that the phrase 
“‘of the free world” be deleted. 

For your additiona! information, the Department has been in- 
formed by Mr. Fred Imhoff, manager of the California International 
Trade Fair and Industrial Exposition, that formal invitations were 
extended last spring by Gov. Goodwin Knight, of the State of Cali- 
fornia, directly to the ambassadors and consuls of the countries they 
wished to have attend. 

The Department has no objection to the President issuing such a 
proclamation as this legislation proposes, other than the suggestion 
mentioned above. 

The Department. has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wituram B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 
O 
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DESTROYING INDIAN BOUNDARY MARKERS AND MAIN 
TRESPASSING ON INDIAN LAND READING ROOM 


Avaust 13, 1958.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Wiuuis, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 7240] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 7240) to amend title 18 of the United States Code to make it 
unlawful to destroy, deface, or remove certain boundary markers on 
Indian reservations, and to trespass on Indian reservations to hunt, 
fish, or trap, having considered the same, report favorably thereon 
with amendment and recommend that the bill do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That title 18 United States Code is amended by adding the following new 
section: 

“Sec. 1164. Destroying boundary and warning signs. 

‘“Whoever, willfully destroys, defaces or removes any sign erected by an Indian 
tribe, or a Government agency, (1) to indicate the boundary of an Indian reserva- 
tion or of any Indian country as defined in section 1151 of this title or (2) to give 
notice that hunting, trapping, or fishing is not permitted thereon without lawful 
authority or permission, shall be fined not more than $250 or imprisoned not 
more than six months, or both.” 

Sec. 2. Amend title 18, United States Code, by adding the following new 
section: 

“Sec. 1165. Hunting, trapping, or fishing on Indian land. 

‘Whoever, without lawful authority or permission, willfully and knowingly 
goes upon any land that belongs to any Indian or Indian tribe, band, or group 
and either are held by the United States in trust or are subject to a restriction 
against alienation imposed by the United States, or upon any lands of the United 
States that are reserved for Indian use, for the purpose of hunting, trapping, or 
fishing, or for the removal of game, peltries, or fish, shall be fined not more than 
$200 or imprisoned not more than ninety days or both, and all game, fish, and 
peltries in his possession shall be forfeited.” 

Sec. 3. The chapter analysis of Chapter 53.—Indians, of title 18, United 
States Code, is amended by adding the following items: 

“Spc. 1164. Destroying boundary and warning signs.” 

“Sec. 1165. Hunting, trapping, or fishing on Indian land.” 

Sec. 4. Section 2137 of the Revised Statutes (25 U. 8. C. 216) is hereby repealed. 
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EXPLANATION OF AMENDMENT 


The amendment is in the nature of a substitute bill, and makes 
substantial changes to the bill as introduced. The provisions of this 
amendment are set out in the analysis of the bill later in this report. 


PURPOSE 


The purpose of this legislation is to extend the protection of the 
Federal law, which now makes it unlawful to destroy or deface 
Government survey marks, to signs ‘or warnings erected by Indian 
tribes either to mark the boundaries of their reservations or to indicate 
no trespassing on the reservations. In addition the bill makes it 
unlawful to go upon Indian land for the purpose of hunting, trapping, 
or fishing without the consent, in the form of a license or permit for 
which a fee can be charged, by the Indian or tribe concerned. 


STATEMENT 


The problem confronting Indian tribes with sizable reservations is 
that the United States provides no protection against trespassers 
comparable to the protection it gives to Federal property as exempli- 
fied by title 18 United States Code, section 1863. Indian property 
owners should have the same protection as other property owners, for 
example, a private hunting club may keep nonmembers off its game 
lands or it may issue a permit for a fee. One who comes on such lands 
without permission may be prosecuted under State law but a non- 
Indian trespasser on an Indian reservation enjoys immunity. This is 
for the reason that Indian tribal law is enforceable against Indians 
only; not against non-Indians. 

State laws are of little aid to the Indians in this matter. While 
non-Indians are subject to State laws when they go on Indian reserva- 
tions, many of the States do not have criminal trespass laws and in 
other States the Indians find it most difficult to comply with the 
requirements of State laws designed to control trespass. Particularly 
is this true in cases of the so-called closed or unallotted Indian reserva- 
tions in States where the State law requires each 25 square acres to 
be closed or posted. For example, South Dakota punishes trespass 
but only on lands fenced with woven wire, farmland, or land posted 
with notice of no hunting or fishing (South Dakota Code 25.0427 
(1951)). North Dakota prohibits hunting without the owner’s 
consent but only on lands which are posted and this limited protection 
is weakened by the specification that the game wardens are under 
no obligation to enforce the law (Rev. Code, North Dakota 1943 
§§ 20.0115, 20.0117, and 20.0118). In Wyoming the prohibition ex- 
tends to closed lands only (Wyoming Comp. Stats. (1945) Ann. 47.202). 
These laws were not designed for some of the larger areas encompassed 
by Indian reservations. The Indians, therefore, have no protection 
under State law when it cannot be properly applied. 

Non-Indians are not subject to the jurisdiction of Indian courts and 
cannot be tried in Indian courts on trespass charges. Further, there 
are no Federal laws which can be invoked against trespassers. The 
Assimilative Crimes Act (18 U.S. C. 13, 1152) mentioned in the report 
of February 13, 1958, from the Secretary of the Interior and set out 
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later in this report, is of little aid because the State laws do not give the 
required protection. There is a Federal statute making it an offense 
for a non-Indian to hunt or trap on lands of treaty tribes except for 
subsistence (25 U.S. C. 216). However, as pointed out in the report 
of the Secretary of the Interior, this act does not cover fishing, is 
limited to lands of tribes with treaties, and in effect sanctions trespass 
if it is “for subsistence in Indian country.’ To this might be added 
the practical fact that some United States attorneys hesitate to 
prosecute under this act which dates back to 1834, because of the 
difficulty of proof on the subsistence point and mainly because there 
is a feeling that the 1834 act was designed for the old-time professional 
hunter and trapper, not the weekenders or local rod-and-gun members 
who pose the modern problem. 

H. R. 7240 would supply the gap in existing law. It would give the 
Indians needed protection under Federal law. 


ANALYSIS OF THE BILL 


Section 1 of the bill adds a new section (sec. 1164) to title 18 of the 
United States Code, and in doing so, extends and makes it a Federal 
misdemeanor to willfully destroy, deface, or remove any sign erected 
by an Indian tribe or Government agency (1) to indicate the boundary 
of Indian land or (2) to give notice that hunting, trapping, or fishing 
is not permitted thereon without lawful authority or permission. 

Section 2 of the bill adds a new section (sec. 1165) to title 18 of the 
United States Code by making it a Federal misdemeanor to willfully 
go upon Indian land without lawful authority or permission for the 
purpose of hunting, trapping, or fishing. It also provides that any 
fish, game, or peltries in the possession of the offender shall be for- 
feited. 

Section 3 of the bill amends the chapter analysis of chapter 53 of 
title 18 to reflect the titles of the new sections to title 18 as they 
are set out in sections 1 and 2 of the bill. 

Section 4 repeals section 2137 of the Revised Statutes (25 U. S. C. 
216). The enactment of sections 1 and 2 of this bill cover the content 
of section 2137, making it no longer necessary. 


cost 


The instant legislation will require no expenditures on the part 
of the United States Government. 


DEPARTMENTAL VIEWS 


There follow reports of the Department of the Interior and of the 
Department of Justice on the instant legislation. The observations 
contained therein were considered by the committee and many of 
their suggestions were incorporated in the committee amendment. 
In addition, the Interior Department has indicated that it has no 


objection to the provisions of the instant legislation as it is amended 
by the committee amendment. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 13, 1958. 
Hon. EManvet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cetuter: Your committee has requested a report on 
H.R. 7240, a bill to amend title 18 of the United States Code to make 
it unlawful to destroy, deface, or remove certain boundary markers on 
Indian reservations, and to trespass on Indian reservations to hunt, 
fish, or trap. 

We recommend that the bill be enacted if it is amended as suggested 
below. 

The bill would amend sections 1858 and 1863 of chapter 91, entitled 
‘“‘Public Lands,” of title 18, United States Code, to include provisions 
applicable to Indian lands. Sections 1853, 1855, and 1856 of chapter 
91 already contain provisions applicable to Indian lands. 

Section 1858 makes willful destruction, defacement, change, or 
removal of Government survey markers a Federal offense. The bill 
would include willful destruction, defacement, or removal of any sign 
or warning erected by an Indian tribe to mark the boundary of its 
reservation. 

In a great many instances, fish and game are much more plentiful on 
Indian reservations than on adjacent lands, and non-Indian hunters 
and fishermen come onto the reservations to hunt and fish. Indian 
tribes have the right to control or to prohibit hunting and fishing on 
their reservations, and to charge fees for permitting hunting and 
fishing. Sometimes the money derived from hunting and fishing 
permits represents a sizable portion of the tribal income. Many 
tribes, in attempting to control the hunting and fishing activities of 
non-Indians, have erected signs and markers at reservation boundaries 
on roads leading into the reservations. Some tribal representatives 
have complained that the signs, some of which are erected at con- 
siderable expense, have been destroyed, defaced, or removed by non- 
Indians, and they have asked for legislation making such action a 
Federal offense. Such action would normally be a Federal offense 
under the Assimilative Crimes Act (18 U. S. C. 1152, 13). For ex- 
ample, sections 18-7001, 18-7008, and 18-7016 of the Idaho Code, and 
sections 9.83.060 and 9.83.070 of the Revised Code of Washington, 
contain provisions that could be invoked under the Assimilative 
Crimes Act. The laws of these two States are mentioned because 
proposed amendment to section 1858, title 18, United States Code, 
has been requested by Indian tribes from those two States. We 
therefore suggest that subsection (a) of the bill be deleted as un- 
necessary. 

Section 1863 makes entry without lawful authority on national 
forest land while it is closed to the public a Federal offense. The bill 
would include entry, without lawful authority, upon trust or re- 
stricted Indian reservations or allotments for the purpose of hunting, 
trapping, or fishing or for removing game, peltries, or fish. 

While non-Indians are subject to State laws when they go on 
Indian reservations, many of the States do not have criminal trespass 
laws, and in other States the Indians find it impossible to comply 
with the requirements of State laws designed to control trespass 
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Particularly is this true in cases of the so-called closed or unallotted 
Indian reservations in States where the State law requires each 25 
square acres to be enclosed or posted. Non-Indians are not subject 
to the jurisdiction of Indian courts and cannot be tried in Indian 
courts on trespass charges. The Indians therefore have no protection 
when the State laws cannot be applied. 

Section 8 of the act of June 30, 1834 (4 Stat. 731, 25 U.S. C. 216), 

rovides that every person, other than an Indian, who, within the 
imits of any tribe with which the United States has existing treaties, 
hunts or traps or takes and destroys any peltries, except for subsistence 
in the Indian country, shall be subject to forfeiture of traps, guns, 
and ammunition in his possession and shall be liable to a penalty of 
$500. This provision includes only hunting and trapping, and does 
not cover fishing activities. It is limited in its application to those 
tribes which have ‘“‘existing treaties” with the United States, and it is 
further limited by the provision “except for subsistence in the Indian 
country.” 

In the experience of the Bureau of Indian Affairs, the act of June 
30, 1834, is too limited to afford to the Indians the protection which 
they need. The Bureau of Indian Affairs has received many requests 
from Indian tribes urging that the Congress enact legislation which 
will afford them protection against trespass, and the proposed amend- 
ment of section 1863 of title 18, United States Code, will provide that 
protection. We recommend, however, that the language of the pro- 
posed amendment be made more precise by changing the language 
within the quotation marks on page 2 of the bill to read as follows: 

“or upon any lands that belong to any Indian or Indian tribe, 
band, or group either are held by the United Stetes in trust 
or are subject to a restriction against alienation imposed by the 
United States, or upon any lands of the United States that are 
reserved for Indian use, for the purpose of hunting, trapping, 
fishing, or for the purpose of removing game, peltries, or fish,’’. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


Fespruary 14, 1958. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuartrMaNn: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 7240) 
to amend title 18 of the United States Code to make it unlawful to 
destroy, deface or remove certain boundary markers on Indian 
reservations, and to trespass on Indian reservations to hunt, fish, or 
trap. 

Section 1858 of title 18, United States Code, declares it to be a 
misdemeanor to willfully destroy, deface, change, or remove Govern- 
ment survey marks. Subsection (a) of the bill would amend this 
section so as to extend its protection to signs or warnings erected by 
Indian tribes to indicate the boundaries of Indian reservations. Since 
signs with respect to Indian reservations are sometimes erected by 
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the Department of the Interior, and may possibly hereafter be erected 
by other agencies of the Government, it may be desirable to amend 
the text of the bill by inserting the words “or any Government agency” 
following the words ‘Indian tribe’’ on line 6, page 1 of the bill. 

Subsection (b) of the bill would amend section 1863 of title 18, 
relating to trespassing on national-forest lands, by protecting Indian 
reservations or lands against trespassing for the purpose of “hunting, 
trapping, or fishing, or for the removal of game, peltries, or fish.’ 
At present, section 216 of title 25, United States Code, prohibits 
non-Indians from hunting and trapping, except for subsistence, 
within the limits of any tr ibe with whom the United States has existing 
treaties. There is no Federal criminal law prohibiting fishing in 
Indian country by non-Indians. It may be that the enactment of the 
proposed amendment to section 1863 of title 18 dictates the repeal of 
section 216 of title 25. Perhaps the Department of the Interior would 
have a recommendation with respect to this question. In any event, 
to be certain that the words “‘without lawful authority or permission” 
now contained in section 1863 carry over to the proposed new matter 
to be added to the section, it is suggested that following the word 
“or’’ on line 1 of page 2 2 there be added the words “‘whoever, without 
lawful authority or permission goes.’’ Incidentally, the forfeiture 
provision of the eae nd section 216 could be added to section 1863 
if it is determined advisable to repeal section 216. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
LawreNCE E. Watsu, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represen- 
tatives, there is printed below in roman existing law in which no 
change is proposed by the bill as introduced, with matter proposed 
to be stricken out enclosed in black brackets, and new matter proposed 
to be added shown in italic: 


TITLE 18, UNITED STATES CODE 
a * * * * Pa + 
CHAPTER 91.—Pusuiic LANDs 
* * * * * * * 
§ 1858: Survey marks destroyed or removed. 

Whoever willfully destroys, defaces, changes, or removes to an- 
other place any section corner, quarter-section corner, or meander 
post, on any Government line of survey, or willfully cuts down any 
witness tree or any tree blazed to mark the line of a Government 
survey, or willfully defaces, changes, or removes any monument or 
bench mark of any Gove rmment survey, or wilfully destroys, defaces, 
or removes any sign or warning erected by an Indian tribe to indicate 
the boundary of the reservation, shall be fined not more than $250 or 
imprisoned not more than six months, or both. (June 25, 1948, ch. 
645, § 1, 62 Stat. 789.) 


* * * * * * * 
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§ 1863. Trespass on national forest lands. 


Whoever, without lawful authority or permission, goes upon any 
national-forest land while it is closed to the public pursuant to lawful 
regulation of the Secretary of Agriculture, or wpon any Indian reser- 
vation or lands belonging to or occupied by any tribe or group of Indians 
under authority of the United States, or any Indian allotment, while 
title to the same shall be held in trust by the Government, or while the 
same shall remain inalienable by the tribe or the allottee without the 
consent of the United States, for the purpose of hunting, trapping, or 
fishing, or for the removal of game, peltries, or fish, shall be fined not 
more than $500 or imprisoned not more than six months, or both. 
(Added May 24, 1949, ch. 139, § 43, 63 Stat. 95.) 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman existing law in which no change 
is proposed by the bill as amended by the committee amendment, 
with matter proposed to be stricken out enclosed in black brackets, 
and new matter proposed to be added shown in italic: 


TITLE 18, U. S. CODE 
* * * * * * * 


- 


CHaApTerR 53.—INDIANS 


* * * * * * * 
1164. Destroying boundary and warning signs. 


1165. Hunting, trapping, or fishing on Indian land. 
* * * * * * * 
§ 1164—Destroying boundary and warning signs. 

“Whoever, willfully destroys, defaces or removes any sign erected by 
an Indian tribe, or a government agency, (1) to indicate the boundary 
of an Indian reservation or of any Indian country as defined in § 1151 
of this title or (2) to give notice that hunting, trapping or fishing is not 
permitted thereon without lawful authority or permission, shall be fined 
not more than $250 or imprisoned not more than. siz months, or both.”’ 

Sec. 2. Amend title 18, United States Code, by adding the following 
new section: 

“§ 1165—Hunting, trapping, or fishing on Indian land. 

“Whoever, without lawful authority or permission, willfully and 
knowingly goes upon any land that belongs to any Indian or Indian tribe, 
band, or group and either are held by the United States in trust or are 
subject to a restriction against alienation imposed by the United States, 
or upon any lands of the United States that are reserved for Indian use, 
for the purpose of hunting, trapping, or fishing, or for the removal of 
game, peltries, or fish, shall be fined not more than $200 or imprisoned not 
more than 90 days or both, and all game, fish, and peltries in his posses- 
sion, shall be forfeited.”’ 
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TITLE 25, U. S. CODE 
* * * * * * a 
CHAPTER 6.—GOVERNMFNT OF INDIAN CouNTRY AND RESERVATIONS 
* * 7 o*K * * x 


[§ 216. Hunting on Indian lands. 


[Every person, other than an Indian, who, within the limits.of any 
tribe with whom the United States has existing treaties, hunts, or 
traps, or takes and destroys any peltries or game, except for subsistence 
in the Indian country, shall forfeit all the traps, guns, and ammunition 
in his possession, used or procured to be used for that purpose, aad 
all peltries so taken; and shall be liable in addition to a penalty of 
$500. (R.S. § 2137.)] 


x x * 


O 
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85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2594 


NATIONAL CHILDREN’S DENTAL HEALTH WEEK 


Avaust 13, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted the 
° Koi. ¥ 
following OF MICHIGAN 


REPORT 


[To accompany S. J. Res. 178] MAIN 
READING ROOM 


The Committee on the Judiciary, to whom was referred the joint 
resolution (S. J. Res. 178) authorizing the President of the United 
States of America to proclaim February 8-14, 1959, as National 
Children’s Dental Health Week, having considered the same, report 
favorably thereon without amendment and recommend that the joint 
resolution do pass. 


PURPOSE 


The purpose of the proposed resolution, as amended, is to authorize 
the President of the United States to issue a proclamation setting aside 
the week of February 8 to 14, 1959, inclusive, as National Children’s 
Dental Health Week and inviting all agencies and organizations 
interested in child welfare to unite during that week in such observ- 
ances. 

Cost 


No cost to the United States is involved. 
STATEMENT 


1959 marks the 100th anniversary of the American Dental Associa- 
tion. As such, it is an opportune time to stimulate interest in the 
dental health of the Nation’s children. In furthering this purpose the 
committee believes that setting aside a week as National Children’s 
Dental Health Week will call to the attention of the people of the 
United States the necessity for a continuous program for the protection 
of the dental health of the children of the Nation. In recommending 
approval of this resolution, the committee does not wish to take any 
position on the issue of water fluoridation since it has not gone into 
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that question nor has it the jurisdiction to do so. The committee 
believes, however, that the protection of the dental health of our young 
people is most important and believes that the enactment of this 
resolution will be of substantial assistance in that cause. 


O 
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85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2595 


PROVIDING FOR THE DISPOSAL OF FEDERALLY OWNED 
PROPERTY OF THE HANSON, COMPANY, AND HOUMA 
CANALS, LOUISIANA, AND FOR OTHER PURPOSES 


Avcust 13, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Buarnik, from the Committee on Public Works, submittdimbec RS. iY 
following CHIGAN 


SEP 9 
REPORT 1958 


MAIN 
[To accompany H. R. 13500] READING ROOM 


The Committee on Public Works, to whom was referred the bill 
(H. R. 13500) to provide for the disposal of federally owned property 
of the Hanson, Company, and Houma Canals, Louisiana, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment and recommend that the bill do pass. 

The amendment is as follows: 


Page 2, line 7, strike out the period and insert in lieu thereof a colon 
and the following: 


Provided, That the foregoing shall not be construed to pre- 
clude action under the Federal Property and Administrative 
Services Act of 1949 (63 Stat. 377) if the Secretary of the 
Army reports the property to the Administrator of General 
Services for reassignment or disposal as excess real property. 


PURPOSE OF THE BILL 


This bill provides that whenever the Secretary of the Army, upon 
recommendation of the Chief of Engineers, determines that any of 
the federally owned property of Hanson Canal and Locks in St. Mary 
Parish, La., and the Company and Houma Canals in Lafourche and 
Terrebonne Parishes, La., no longer economically serve the purposes 
for which they were constructed or acquired, the structures and appur- 
tenances, including real property acquired in connection therewith, 
may be eliminated as features of existing Federal navigation projects. 
The Secretary would be authorized to transfer or convey the property 
to the State of Louisiana or any of its political subdivisions, any local 
interests, or others upon such terms as he deems in the public interest. 
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GENERAL STATEMENT 


The Hanson Canal was acquired in 1923 as a part of the Federal 
inland waterway from Franklin to the Mermentau River pursuant to 
the authorization contained in the act approved July 25, 1912 (37 
Stat. 201, 212). The Houma Canal was constructed in 1924 and the 
Company Canal was acquired in 1925 as portions of the waterway 
from the Mississippi River to Bayou Teche pursuant to the act 
approved March 2, 1919 (40 Stat. 1275, 1280). These canals have 
now been superseded, insofar as general navigation is concerned, by 
the Gulf Intracoastal Waterway, and are no longer required as features 
of existing Federal navigation projects. Local interests have indicated 
a willingness to accept conveyances of these properties. 

Cost of annual operation and maintenance for Hanson Canal has 
averaged $2,000 in recent years. With respect to Company and 
Houma Canals, during recent years no funds ce been expended for 
maintenance, except $1,800 for bank protection work in fiscal year 
1957. 

COMMITTEE AMENDMENT 


The Department of the Army has stated that if it is unable to 
transfer the property as contemplated and a public sale is required, 
the Department considers it advisable that the property be reported 
to the Administrator of General Services for disposal in accordance 
with the Federal Property and Administrative Services Act of 1949 
(63 Stat. 377). In order to assure that such action may be taken the 
eommittee has amended the bill by adding a proviso at the end of 
section 2 to carry out this objective. 


COST 
No expenditure of Federal funds is involved. 
AGENCY VIEWS 


The Department of the Army favors enactment of the bill if 
amended as has been done by the committee. 


VIEWS OF THE COMMITTEE 


In view of the fact that enactment of this legislation would result 
in a saving to the Federal Government of more than $2,000 a year the 
committee recommends its approval. 


_ 
~— 
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EXCISE TAX TECHNICAL CHANGES ACT OF 1958 


UN RS... 
OF MICHIGAN 


Avaust 13, 1958.—Ordered to be printed 


MAIN 
READING ROOM 
Mr. Mitts, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 7125] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7125) to 
make technical changes in the Federal excise tax laws, and for other 
purposes, having met, after full and-free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 2, 16, 18, 
19, 21, 32a, 48 (2), 51, 53, 54, 55, 56, 57, 59, 61, 63, 83a, 83b, and 88b. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 3, 4, 5, 6, 7, 8, 9, 10, 11, 17, 20, 22, 23, 
24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34, 36, 37, 38, 39a, 39b, 40, 41, 
42. 43, 44, 45, 46, 47, 48 (1), 49, 50, 52, 58, 60, 62, 64, 65, 66, 67, 68, 
69, 70, 71, 72, 73, 74, 75, 76, 77, 78, 79, 80, 80b, 80d, 81, 82, 83, 84, 85, 
86, 87, 88, 88a, 89, 90, 91, 92, 93, 94, 95, 96, 97, 98, 99, 100, 101, 102, 
103, 104, 105, 106, 107, 108, 109, 110, 111, 1lla, 111b, 112, 113, 114. 
115, 116, 117, 118, 119, 120, 121, 122, 123, 124, 125, 126, 127, 128, 
129, 130, 131, 132, 133, 134, 135, 136, 137, 138, 139, 140, 141, 143, 
144, 145, 146, 147, 148, 149, 150, 151, 152, and 153, and agree to 
the same. 


Amendment numbered 32p: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 32b, and agree to the same with an amendment 
as tollows: 

On page 40 of the House engrossed bill, line 7, after the period 
insert No interest shall be allowed or paid on any overpayment in respect 
of dues or fees paid on or before the date of the enactment of this Act, if 
refund or credit of such overpayment would not be allowable but for sub- 
section (c) of such section 4243, as added by subsection (6) of this section.; 
and the Senate agree to the same. 
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Amendment numbered 35: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 35 and agree to the same with the following 
amendments: 

Restore the matter proposed to be stricken out by the Senate amend- 
ment. 

On page 51 of the House engrossed bill, in line 4, strike out “137” 
and insert 135 

On page 51 of the House engrossed bill, beginning with line 13, 
strike out all through line 2 on page 52 and insert: 

“(a) Exemprion.—Under regulations prescribed by the Secretary or 
his delegate, no tax shall be imposed under section 4251 or 4261 on any 
amount paid by a nonprofit educational organization for services or 
facilities furnished to such organization. 

And the Senate agree to the same. 


Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment, omit the matter proposed to be inserted by the Senate 
amendment, and on page 58, line 10, of the House engrossed bill, 
strike out “6 cents’ and insert 8 cents; and the Senate agree to the 
same. 


Amendment numbered 80a: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 80a, and agree to the same with an amendment 
as follows: 

On page 146 of the House engrossed bill, in the matter following 
line 14, strike out “‘Sec. 5023. Tax on blending of beverage brandies.”’ 
and insert: 

“Sec. 5023. Tax on blending of beverage rums or brandies. 

And the Senate agree to the same. 

Amendment numbered 80c: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 80c, and agree to the same with an amendment 
as follows: 

On page 151, line 20, of the House engrossed bill, strike out “‘blended 
whiskies’ and insert blended whiskies, blended rums,; and the Senate 
agree to the same. 
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Amendment numbered 142: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 142, and agree to the same with an amendment 
as follows: 

On page 42 of the Senate engrossed amendments, in line 14, strike 
out “law pertaining to the subject matter of such subtitle’ and insert 
law of the United States pertaining to the commodities subject to tax under 
such subtitle; and the Senate agree to the same. 


W. D. Mitts, 

N. J. Grecory, 

Arme J. Foranp, 

Dante. A. REED, 

RicHarp M. Simpson, 
Managers on the Part of the House. 

Harry F. Byron, 

Rost. 8S. Kerr, 

J. ALLEN Frear, Jr., 

Epwarp Martin, 

JOHN J. WILLIAMS, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7125) to make technical changes in the Federal 
excise tax laws, and for other purposes, submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

Many of the Senate amendments made technical, clerical, clarifying, 
or conforming changes in the bill as passed the House. These changes 
include changes made necessary by the lapse of time and changes to 
conform the bill to the Tax Rate Extension Act of 1958 (including the 
repeal of taxes on transportation of property). With respect to these 
amendments (1) the House either recedes or recedes with amendments 
which are technical, clerical, clarifying, or conforming in nature, 
or (2) the Senate recedes in order to conform to other action agreed 
upon by the committee of conference. 

In addition to the amendments of the nature described in the pre- 
ceding paragraph, the Senate amendments made a number of sub- 
stantive changes. These changes, and the action agreed upon by the 
conferees, are “explained below: 


Titte I—MIsceELLANEOvus Excise TAXEs 


Exemption for nonprofit educational organizations 


Amendments Nos. 2, 16, 35, and 53: The bill as passed the House 
provided exemptions for nonprofit educational organizations from the 
retailers excise taxes (sec. 105 of the House bill), the manufacturers 
excise taxes (sec. 4221 (a) (5) of the code, as amended by sec. 119 (a) 
of the House bill), and the commuiiications and transportation taxes 
(sec. 137 of the House bill). The House bill also included a provision 
under which the manufacturers excise tax paid with respect to an 
article was to be deemed to be an overpayment if the article was by 
any person sold to a nonprofit educational organization for its exclu- 
sive use (sec. 6416 (b) (2) (D) of the code, as amended by sec. 163 (a) 
of the House bill). 

Senate amendments Nos. 2, 16, 35, and 53 struck out these provi- 
sions of the House bill. 

The Senate recedes. 

Parts and accessories for farm equipment 

Amendment No. 3: The bill as passed by the House (sec. 111) 
provided an exemption for automobile parts and accessories (other 
than spark plugs and storage batteries) used by the manufacturer, 
producer, or importer thereof as a repair or replacement part or 
accessory for farm equipment. The House bill also provided an 
exemption for the sale of such parts or accessories to a purchaser who 
certifies that the part or accessory is to be used by him as a repair or 
replacement part or accessory for farm equipment or is to be resold 
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by him for such use. Present law which allows credit or refund with 
respect to such use is continued unchanged. 


Senate amendment No. 3 struck out this provision of the House 
bill. 


The House recedes 
Tape and wire recorders, players, and recorder-players 


Amendments Nos. 7 and 8: The House bill amended section 4141 
of the code to add to the base of the 10-percent tax on radios, tele- 
vision sets, etc., the following articles: Tape and wire recorders, 
players, and recorder-players. However, the bill as passed the House 
would have exempted those tape and wire recorders, etc., which were 
designed for certain commercial, industrial, or scientific uses. 


Senate amendments Nos. 7 and 8 struck out these provisions of the 
House bill. 


The House recedes. 


Stencil-cutting machines of the type used in marking freight shipments 

Amendment No. 9: The Senate amendment provides an exemption 
from the tax imposed by section 4191 of the code (business machines) 
for stencil-cutting machines of the type used in shipping departments 
in making cutout stencils for marking freight shipments. 

The House recedes. 

Constructive sale price for manufacturers excise taxes 

Amendment No. 11: The House bill amended section 4216 of the 
code to permit the application of a constructive sale price in the case 
of sales by manufacturers to retailers. 

The Senate amendment expanded the application of the constructive 
sale price provisions so as to also apply in the case of sales by the 
manufacturer to certain special dealers who do not in reality act as 
normal wholesale dealers. In the case of sales to a special dealer, if 
certain other requirements are met, the sales price for tax purposes is 
whichever of the following prices is lower: (1) The price for which 
the article is sold or (2) the highest price for which such articles are 
sold by such manufacturers, producers, or importers to wholesale 
distributors (other than special dealers). ‘Special dealer” is defined 
as a distributor of taxable electrical, gas, and oil appliance es (taxed 
under sec. 4121 of the code) who does not maintain a sales force to 
resell applianc es but who instead relies on salesmen of the 
manufacturer, producer, or importer of the appliances for their resale 
to retailers. 

The House recedes. 


Sales of mechanical pencils, fountain pens, and ball-point pens for export 
Amendments Nos. 22 and 23: Senate amendment No. 22 provides 


that taxable mechanical pencils, fountain pens, and ball-point pens 
(taxed under sec. 4201 of the code) may be sold by the manufacturer 
on a tax-free basis for export only after the manufacturer receives 
notice of intent to export the pens or pencils. Senate amendment 
No. 23 provides that the registration requirements are not to apply 
in the case of pens and pence ils sold by the manufacturer for export or 
for resale for export because the notice of intent rule mentioned above 
is to apply in lieu of the registration provisions. 
The House recedes. 
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Exemption of $1 paid for admissions 
Amendment No. 25: Under present law (sec. 4231 of the code) the 
general admissions tax applies only if the amount paid for admissions 
is more than 90 cents (or in the case of a season ticket or subscription 
if the amount which would be charged for a single admission is more 
than 90 cents). The Senate amendment provides that the general 
admissions tax of 1 cent for each 10 cents or major fraction is to apply 
only to amounts in excess of $1 paid for admission. The amendment 
also provides that in the case of a season ticket or subscription for 
admission the tax is imposed on the amount paid for such season ticket 
or subscription which is in excess of $1 snalttelied by the number of 
admissions provided by such season ticket or subscription. 
The House recedes. 


Admissions inuring to the benefit of scholarship and fellowship funds 

Amendment No. 28: The Senate amendment adds to section 4233 
(a) (1) (A) (exemption from admissions tax of certain religious, educa- 
tional, or charitable entertainments, etc.) an exemption for admissions 
inuring to a tax-exempt educational, charitable, or religious trust or 
organization (described in sec. 501 (c) (3)) which is organized and 
operated exclusively to provide scholarships and fellowships for study 
above the secondary school level. The application of this provision 
is limited by subparagraph (C) of section 4233 (a) (1) (relating to 
nonexempt admissions). 

The House recedes. 
Dues and fees paid to certain swimming and skating clubs 

Amendment No. 32: The House bill provided that all amounts paid 
as dues or fees to any club or other organization organized and operated 
primarily for the purpose of providing swimming facilities for its 
members shall be exempt from the tax imposed by section 4241 (club 
dues) if certain conditions are established. The Senate amendment 
provides that the exemption from the club dues tax in the case of 
these swimming clubs shall also be applicable to clubs providing 
skating facilities. 

The House recedes. 
Effective date for exemptions of assessments for capital improvements 

Amendment No. 32a: The House bill provides that subsection (b) 
of section 4243 of the code (assessments for capital improvements), as 
added by subsection (b) of section 132 of the bill, shall apply only 
with respect to assessments paid on or after the effective date specified 
in section 1 (c) of the bill for construction or reconstruction begun on 
or after such effective date. Section 1 (c) provides that the effective 
date is the first day of the first calendar quarter which begins more 
than 60 days after the date on which the bill is enacted. The Senate 
amendment provided that the effective date shall be applicable with 
respect to assessments paid on or after June 1, 1958, for construction 
or reconstruction begun on or after such date. 

The Senate recedes. 
Effective date for eremption of swimming and skating facilities 

Amendment No. 32b: The House bill provided that subsection (c) of 
section 4243 (nonprofit swimming facilities), as added by subsection 


(b) of section 132 of the bill, shall apply only with respect to amounts 
(including assessments for construction or reconstruction) paid on or 
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after the effective date specified in section 1 (c) of the bill. Section 
1 (c) provides that the effective date is the first day of the first calendar 
quarter which begins more than 60 days after the date on which the 
bill is enacted. The Senate amendment provides that the amend- 
ment added by the bill shall apply only with respect to amounts paid 
on or after January 1, 1958. 

The House recedes with an amendment providing that interest 
shall not be paid with respect to any refunds resulting from this 
amendment where the dues or fees are paid on or before the date of 
the enactment of the bill. 


Stock issuance tax in case of recapitalizations 


Amendment No. 36: Section 141 (a) of the House bill provided that 
the tax imposed on shares or certificates of stock issued in connection 
with a transfer from any surplus account (other than earned surplus 
accounts) to capital will be based generally on the total increase in 
capital. Senate amendment No. 36 restores the provision relating to 
recapitalization in existing law, modifying it only to the extent neces- 
sary to take into account the change in method of computing the 
issuance tax from par value to ual oes. 

The House recedes. 

Stock transfer tax 

Amendment No. 39: Section 141 (a) of the House bill provided that 
in no case is the stock transfer tax to exceed 6 cents a share. Senate 
amendment No. 39 eliminated this ceiling on tax. The House recedes 


with an amendment to the effect that in no case is the stock transfer 
tax to exceed 8 cents a share. 
Certification of value of stock 

Amendment No. 39a: Senate amendment No. 39a provides that 
where tax is paid by stamp that the presentation for transfer of shares 
or certificates of stock or rights to subscribe for or to receive such 
shares or certificates shall be accompanied by a certification of the 
transferor or transferee as to the actual value of such shares or certifi- 
cates which certification may be relied upon by any corporation or 
transfer agent without further inquiry. 

The House recedes. 


Application of stamp tares to certain corporate reorganizations 


Amendment No. 42: Senate amendment No. 42 provides a new 
exemption from the taxes imposed by sections 4301, 4311, 4321, 
4331, and 4361 of the code in the case of corporate reorganizations 
where the change is a mere change in identity, form, or place of or- 
ganization, however effected. 

The House recedes. 

('redit or refund in the case of certain exported articles 

Amendment No. 62: Under present law, a tax-free sale may be 
made, or subsequently a credit or refund may be claimed, only where 
there is knowledge at the time of the original sale that the article 
was being purchased for export. 

Under the bill as passed by the House, it became immaterial whether 
the article was intended to be exported at the time of its sale by the 
original manufacturer. 
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The Senate amendment makes an exception to the House rule in the 
case of the export of articles taxable under sections 4061 (a), 4111, 
4121, or 4141 (that is automobiles, refrigeration equipment, electric, 
gas, and oil appliances, and radio and television sets, phonographs, 
etc.). In the case of these articles, refunds or credits are to be 
available only if sold by the manufacturer, producer, or importer for 
export after receipt of notice from the purchaser of intent to export 
the article or to resell it for export. 

The House recedes. 


Titte II—Atcono.t, Topacco, AND CERTAIN OTHER Excise TAXES 


Distilled spirits refunds—statute of limitations 

Amendment No. 76 (3): The bill as passed the House provided for 
refunds or credits of the tax (within certain limitations) for losses 
incurred incident to rectifying and bottling of distilled spirits after 
payment or determination of tax. The House bill did not contain a 
statute of limitations in respect of such refunds. Senate amendment 
No. 76 (3) provides a specific statute of limitations comparable to 
others provided in chapter 51. 

The House recedes. 


Blending and treatment of rums 


Amendments Nos. 80a, 80b, 80c, 80d, 88a, 1lla, and 111b: These 
Senate amendments (for which there are no ¢ omparable provisions in 
the House bill) extend to rums the same privileges with respect to 
the addition of caramel on bonded premises, and with respect to 
blending as are extended to brandies under existing law. 

The House recedes. 


Production of beer for family use 


Amendments Nos. 83a, 83b, and 88b: Amendments Nos. 83a and 
83b (for which there is no comparable provision in the House bill) 
would provide that the duly registered head of a family could produce 
for family use without payment of the tax an amount not to exceed 
200 gallons of beer a year. Amendment No. 88b would revise the 
definition of ‘‘brewer’’ as contained in the House bill so as to relieve a 
producer of beer for family use from the special (occupational) tax on 
brewers. 

The Senate recedes. 


Applicability of certain provisions to Puerto Rico and the Virgin Islands 

Amendment No. 117: The House bill generally continued the pro- 
visions of existing law which applied the industrial alcohol laws of the 
United States to Puerto Rico and the Virgin Islands. The above 
Senate amendment provides that these provisions of the internal 
revenue laws which allow denatured alcohol and articles made there- 
from to be brought into the United States free of tax shall not applv 
to the Commonwealth of Puerto Rico unless the Legislative Assembl y 
of the Commonwealth expressly consents thereto in the manner pre- 
scribed for the enactment of law. This provision closely corresponds 
to the provision contained in the Narcotics Act of 1956. (See sec. 
4774 1. R. C., 1954, as amended.) 

The House recedes. 
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Loss of distilled spirits of Puerto Rican origin 

Amendments Nos. 88, 146, and 147: The House bill would have 
allowed refunds or credits of tax in respect of distilled spirits, wines, 
rectified products and beer of Puerto Rican manufacture brought 
into the United States and thereafter lost by reason of a major disaster. 
Subsequent to the time the bill was reported by the Committee on 
Ways and Means the Legislative Assembly of the Commonwealth of 
Puerto Rico passed legislation providing for credits or refunds in 
eee of such Puerto Tene products brought into the United States 
and subsequently lost by reason of a major disaster. 

The Senate amendments make the disaster refund provisions not 
applicable to Puerto Rican products. 

he House recedes. 


National emergency provisions 


Amendment No. 129: The House bill continued the provisions of 
law allowing the Secretary to waive certain requirements where 
necessary in the interest of national defense. The House bill con- 
tained a termination date for this authority. This amendment 
strikes the termination date. 

The House recedes. 


Tobacco return system 


Amendment No. 137: The House bill required that a system of 
payment of tax by return (rather than by stamp) be instituted for 
manufacturers of tobacco products, with a prescribed period of defer- 
ment of not less than 7 days. This*‘amendment strikes this provision 
of the House bill. The effect of this amendment is to continue the 
the provision of existing law which leaves to the discretion of the 
Secretary of the Treasury whether or not to institute a return system. 

The House recedes. 

Effective date provisions 

Amendment No. 149 (2): This amendment changes the effective date 
of the general revision of chapter 51 from July 1, 1958, to July 1, 1959, 
and makes the Senate amendments to subtitle F, as contained in title 
II of the bill, which are not related to the revision of chapter 51, 
effective on the day following the date of enactment. It also provides 
that any provision of chapter 51 may be made effective at an earlier 
date if regulations so provide. 

The House recedes. 

W. D. Mitts, 

N. J. GreoGory, 

Aime J. Foranp, 

Danie. A. REED, 

RicHarp M. Simpson, 
Managers on the Part of the House. 


O 
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AUTHORIZING LAND EXCHANGES FOR PURPOSES OF THE 


GEORGE WASHINGTON MEMORIAL PARKWAY IN MONT- 
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\ucust 14, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jones of Alabama, from the Committee on Public Worksyqepb7eERS! . 
mitted the following OF MICHIGA 


REPORT SEP 9 1958 


IN 
[To accompany 8. 3572] READING ROOM 


The Committee on Public Works, to whom was referred the bill 
(S. 3572) to authorize land exchanges for purposes of the George 
Washington Memorial Parkway in Montgomery County, Md., and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill gives the Secretary of the Interior the authority to exchange 
certain land in Montgomery County, Md., with the D. C. Transit 
System, Inc., and the Potomac Electric Power Co., Inc. These 
exchanges are to be on the basis of equal values where possible and 
the payment of additional funds is required where necessary to make 
the exchanges equal. However, as nearly as can be presently deter- 
mined the lands to be exchanged are of approximately equal value 
and therefore the payment of additional funds will not be required by 
either party to the exchange. 

The proposed land exchanges would eliminate the necessity for 
crossings between the George Washington Memorial Parkway and the 
facilities of the corporations referred to above and would permit the 
accomplishment of the planned alinement of the parkway roadway to 
be established and constructed through the properties in which the 
private companies have an interest. 
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AGENCY VIEWS 


The Department of the Interior recommends that the bill be 
enacted and the Department of Commerce has no objection. Both 
agencies advise tl at the Bureau of the Budget has no objection to the 
submission of their favorable reports. The report of the Department 
of the Interior to the chairman of the Senate Committee on Interior 
and Insular Affairs is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 13, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear SENATOR Murray: Y our committee has requested a report 
on S. 3572, a bill to authorize land exchanges for purposes of the 
George Washington Memorial Parkway in Montgomery County, Md., 
and for other purposes. 

It is recommended that the bill be enacted. 

Under the measure, authority would be given the Department to 
make certain land exchanges for the purposes of relocating electric 
trolley lines, electrical transmission lines, and related fac ilities of the 
District of Columbia Transit System, Inc., and the Potomac Electric 
Power Co., Inc., in order to eliminate the necessity for crossings 
between the George Washington Memorial Parkway and the facilities 
of the aforesaid corporations in Montgomery County, Md., and to 
preserve more effectively the historic properties of the Chesapeake 
& Ohio Canal. 

It is most desirable that exchanges of lands and interests in the 
Brookmont area, Montgomery County, Md., be made between the 
Federal Government and the aforementioned corporations without 
delay, and that such further exchanges be permitted so as to accom- 
plish the planned alinement of the parkway roadway to be established 
and constructed through the properties in which the private companies 
have an interest. 

Unless these lands and interests can be acquired through recom- 
mended exchanges, which it is believed will be satisfactory with au- 
thorizing officials of the two companies, a short section of temporary 
roadway will have to be constructed on Federal property between the 
trolley tracks of the District of Columbia Transit System, Inc., and 
MacArthur Boulevard, necessitating the establishment of two danger- 
ous and awkward grade crossings of the trolley tracks which would 
not be to the best interests of anyone. 

As has been indicated, there is urgency attached to the early con- 
sideration and passage of this measure since the grading and drainage 
of the parkway between Brookmont and Carderock, Md., is now in 
progress. A contract for paving will follow. 

As near as can presently be determined, the lands to be exchanged 
are of approximate equal value. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior 


O 
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AUTHORIZING THE EXCHANGE OF CERTAIN REAL PROPERTY 
HERETOFORE CONVEYED TO THE CITY OF EL PASO, TEX., BY 


THE UNITED STATES, FOR OTHER REAL PROPERTY OF EQUAL 
VALUE 


Avucust 14, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jones of Alabama, from the Committee on Publiti Weeks, y 
submitted the following OF MICHIGAN 


REPORT SEP 9 1958 


[To accompany H. R. 11456) READING ROOM 


The Committee on Public Works, to whom was referred the bill 
(H. R. 11456) to authorize the exchange of certain real property 
heretofore conveyed to the city of El Paso, Tex., by the United States, 
for other real property of equal value, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 4, strike out “J. E. Morgan’. 

Page 1, line 5, strike out “and Sons,” and insert in lieu thereof 
“Hill Lines, Incorporated,’’. 

Page 1, line 9, after “of’’ insert “not less than’’. 

Page 2, line 2, strike out “J. E. Morgan and Sons,” and insert 
“Hill Lines, Incorporated.’ 

Page 2, line 5, strike out “J. E. Morgan and Sons’. and | insert 
“Hill Lines, Incorporated,’’ 

Page 2, line 10, strike out ‘J. E. Morgan and Sons’ and insert 
“Hill Lines, Incorporated,” 

Page 2, line 14, strike out “J. E. Morgan and Sons” and insert 
“Hill Lines, Incorporatee,”’ and strike out ‘‘the’’. 

Page 2, line 15, strike out “same” and insert in lieu thereof “‘a’’, 
and following the word “interest” and insert “of like intent and legal 
effect’. 

Page 2, line 20, strike out “J. E. Morgan and Sons,” and. insert 
“Hill Lines, Incorporated,”’. 
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PURPOSE OF THE BILL 


The purpose of the bill is to permit the exchange of real property 
between the city of El Paso, Tex., and a private company so that the 
boundary between the adjacent tracts will be straightened and both 
parties will be permitted to make more effective use of their properties. 


GENERAL STATEMENT 


The land covered by the deed of August 26, 1936, referred to in the 
bill, was acquired by the United States in pursuance of the rectification 
progam under the Convention for the Rectification of the Rio Grande, 

etween the United States and Mexico, signed on February 1, 1933. 

Pursuant to the authority contained in title 22, United States 
Code, section 227 (e), and under the terms of the deed of August 
26, 1936, the land was conveyed to the city of El Paso, Tex., subject 
to a reversionary interest in the United States, the reversion of title 
to occur in the event that the land should cease to be used for public 
purposes. 

Hill Lines, Inc., El Paso, Tex., owners of land adjoining the tract 

of the city of El Paso, desire to obtain the tract of the city of El Paso 
to enable them to utilize to greater advantage their own adjoining 
‘/property for business purposes. 
Under the terms of the bill the city of E] Paso would receive a tract 
«cof land considerably larger and of equal or greater value than the 
tract it now owns and would convey the presently owned tract to the 
Hill, Lines, Inc. The United States would receive in the land trans- 
‘ferred to the city of El Paso in the exchange a reversionary interest 
of like intent and legal effect as that which it presently holds in the 
land to be conveyed by the city of Ei Paso. 


COMMITTEE AMENDMENTS 


The amendment to strike out the name of the company, “J. E. 
Morgan & Sons” and substitute in lieu thereof “Hill Lines, Inc.,” is 
necessary because of the fact that subsequent to the introduction of the 
legislation the land in question was sold by J. E. Morgan & Sons to 
Hill Lines, Inc., which now owns the land. The other two amend- 
ments were suggested by the State Department. The first will have 
the effect of permitting the city of El Paso, in whose land the United 
States has a reversionary interest, to accept land which has a greater 
value than it now owns. The second amendment suggested by the 
State Department will assure that the United States reversionary inter- 
est in the property to be conveyed to the city of El Paso will be of like 
intent and legal effect as that which now prevails with respect to the 
property conveyed to the city of El Paso under the deed of August 26, 
1936. 

COST 


Section 3 of the bill specifically provides that the exchange of real 
property authorized by this act shall be without cost to the United 
States. 
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AGENCY VIEWS 


The Department of State by letter of July 3, 1958, reported favor- 
ably on this bill as amended. The Bureau of the Budget has no 
objections. 

COMMITTEE VIEWS 


Enactment of this legislation will be of advantage to the city of 
El Paso, Tex., and to a private company, Hill Lines, Inc., by permit- 
ting an adjustment of boundaries so that the properties of both parties 
can be more effectively utilized. The United States will be benefited 
by this bill because it will continue to hold the same reversionary 
interest in the new land to be acquired by the city of El Paso. This 
new land will be of at least equal and cellably greater value than the 


land now held. The committee recommends passage of the bill. 


O 
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Avaust 14, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bent.ey, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. R. 13715] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 13715) to make certain increases in the annuities of annuitants 
under the Foreign Service retirement and disability system, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 3, after line 7, add the following new section: 


Sec. 5. No annuity of a retired officer shall be increased 
under any section of this Act in an amount in excess of $500 
per annum. No annuity of a survivor annuitant shall be 
increased under any section of this Act in an amount in 
excess of $250 per annum. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide a 10-percent increase in an- 
nuities to retired Foreign Service personnel and to their widows. In 
the case of retired officers the increase is limited to a maximum of 
$500 per annum and, in the case of widows, to $250 per annum. This 
would confer on those individuals who come under the Foreign Service 
retirement and disability system the same increase as was given 
retired civil-service annuitants under Public Law 85-465 approved 
June 25, 1958. 

PROVISIONS OF THE BILL 


Section 1 (a) grants a 10-percent annuity increase for Forei 
Service officers who retired on or before January 31, 1958, and w 
were receiving an annuity on August 1, 1958. 
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Section 1 (b) covers widows of retired Foreign Service officers. 
Subparagraph (1) provides for widows whose husbands retired on or 
before January 31, 1958, an annuity increase identical in percentage 
with that given retired officers. Subparagraph (2) gives a 10-percent 
annuity increase to 9 needy widows whose husbands died before the 
law permitted joint survivorship. Until 1956 they were not eligible 
foran annuity. Since 1956 the Secretary of State has been authorized 
to grant.such widows who are in actual need and have no other 
adequate means of support an annuity not to exceed $1,200. 

Section 1 (c) sets the effective date of the annuity increase as the 
first day of the second calendar month following enactment of the bill. 

Sections 2 and 3 provide for progressively reduced annuity increases 
for Foreign Service officers and their widows. Annuities starting be- 
tween February 1, 1958, and June 30, 1959, are increased by 8 percent; 
between July 1, 1959, and June 30, 1960, by 6 percent; between July 
1, 1960, and June 30, 1961, by 4 percent; and between July 1, 1961, 
and June 30, 1962, by 2 percent. Foreign Service annuities are com- 
puted on average salaries received by officers for the highest 5 con- 
secutive years of service. The 10-percent salary increase voted early 
this year will result ultimately in larger annuities. Officers retiring 
after June 1962 will receive an annuity reflecting a full 10-percent 
increase based on the recent salary increase. The increases provided 
by this bill are thus scaled down over a 5-year period so that they will 
not result in an annuity increase in addition to a salary increase. 

Under the Foreign Service Act it is possible for officers to deposit 
additional sums over the 5-percent mandatory contribution to pur- 
chase a larger annuity. Section 4 prohibits the inclusion of these 
additional amounts in calculating the increase. 

Section 5, added by the committee, puts a ceiling of $500 on increases 
granted retired Foreign Service officers and of $250 on increases 
granted widows of such officers. This is in line with comparable 
limitations in the civil-service annuity increase law. 


ESTIMATED COST 


The bill will provide increments for 540 retired Foreign Service 
officers and widows. In fiscal year 1958 payments to these individuals 
amounted to $2,329,240. An across-the-board increase of 10 percent 
would add $232,924. In view of the ceiling inserted in séction 5 by 
the committee, the increase will be about $203,000. The Department 
projects an increase of 25 annuitants per year over the next 5 years 
that each year will increase the annual cost by another $10,000. 
The entire cost of all the annuity increases will be paid from the 
Foreign Service retirement and disability fund. 

The increases recommended by the committee will give some 
measure of relief to the annuitants who are suffering from the declining 
value of the dollar. Since 1947 the cost of living has increased at a 
rate of 29.3 percent. On the other hand, Foreign Service annuities 
were increased 3.6 percent in 1952 and 3.3 percent in 1956—a total of 
6.9 percent. 

The beneficiaries of this modest increase served abroad during most 
of their adult life at low salaries and heavy outlays. Unreimbursed 
expenses necessitated by their foreign assignments have not permitted 
opportunities to accumulate savings. Heavy medical expenses have 
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resulted from service at unhealthful or unsafe posts. Upon retirement 
officers have often encountered serious problems of readjustment. 
Long service abroad often prevented close home ties or the purchase 
of a home. Postretirement opportunities of private employment in 
this country have been greatly limited because of the nature of the 
officers’ background, contacts, and experience. For many of them 
their annuity is their only tangible asset. 

The committee stresses that the increase in annuities involves no 
additional appropriation. The increase will come from the Foreign 
Service retirement and disability fund to which the officers contribute. 
As of June 1957, the fund amounted to about $22.5 million 


VIEWS OF THE DEPARTMENT OF STATE 


The bill, as introduced by Hon. Alvin M. Bentley, had the support 
of the Department of State. The acting chairman, Hon. Thomas E. 
Morgan, received the following letter from the Department: 


DEPARTMENT OF STATE, 
Washington, August 11, 1958. 


Hon. Taomas E. Morecan, 
Acting Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Dr. Morean: The Department has received your letter of 
August 8, 1958, requesting a report on H. R. 13715, a bill to make 
certain increases in the annuities of annuitants under the Foreign 
Service retirement and disability system. 


H. R. 13715 would provide a 10-percent increase in the annuities 
of annuitants and survivor annuitants under the Foreign Service 
retirement and disability system. It would further provide for an 
adjustment on a graduated percentage basis of annuities which 
commence during the next 4 years. 

This bill appears to be identical to S. 3379, as it was revised and 
reported out by the Senate Committee on Foreign Relations on August 
7, 1958. Representatives of the Department strongly supported this 
bill in Senate committee hearings and endorsed its enactment. 

The Department endorses H. R. 13715 and urges its enactment. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wriuram B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 


O 
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Avaust 14, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jones of Alabama, from the Committee on Public Paik: ab, y 
mitted the following OF MICHIGAN 


REPORT SEP 2. {os3 
[To accompany S. 3335] hy 


The Committee on Public Works, to whom was referred the bill 
(S. 3335) to provide for a National Cultural Center which will be 


constructed, with funds raised by voluntary contributions, on a site 
made available in the District of Columbia, having considered the 


same, report favorably thereon with an amendment and recommend 
that the bill do pass. 


The amendment is as follows: 
Page 6, after line 21, insert the following new section: 


TERMINATION 
Sec. 7. (a) This Act shall cease to be effective, and all 
offices created by this Act and all appointments made under 
this Act shall terminate, if the Board of Regents of the 
Smithsonian Institution does not find thet sufficient funds 
to construct the National Cultural Center have been re- 
ceived by the Trustees of the National Cultural Center 
within five years after the date of enactment of this Act. 

(b) If the offices of Trustees of the National Cultural 
Center terminate under the provisions of subsection (a), all 
funds and property (real and personal) accepted by the 
Trustees of the National Cultural Center under section 5 (a), 
and income therefrom, shall vest in the Board of Regents of 
the Smithsonian Institution and shall be used by the Board 
of Regents of the Smithsonian Institution to carry out the 
purposes of the Act entitled “An Act to provide for the 
transfer of the Civil Service Commission Building in the 
District of Columbia to the Smithsonian Institution to 
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house certain art collections of the Smithsonian Institution” 
approved March 28, 1958, and for the acquisition of works 
of art to be housed in the building referred to in such Act. 


PURPOSE OF THE BILL 


The purpose of S. 3335, as amended, is to establish in the Smith- 
sonian Institution a Board of Trustees of the National Cultural 
Center, composed of 15 specified Federal officials, members ex officio, 
and 15 general trustees appointed by the President, to cause to be 
constructed for the Institution, with funds raised by voluntary con- 
tributions, a building to be designated as the National Cultural 
Center on a site in the District of Columbia bounded by Rock Creek 
Parkway, New Hampshire Avenue, the proposed Inner Loop Freeway, 
and the approaches to the authorized Theodore Roosevelt Bridge. 

The Board would maintain and administer the National Cultural 
Center and site thereof, present programs of the performing arts, 
lectures and other programs and provide facilities for other civic 
activities. There would also be established an Advisory Committee 
on the Arts, designated by the President, to advise and consult with 
the Board and make recommendations regarding cultural activities 
to be carried on in the center. The lands for the National Cultural 
Center and related activities would be acquired by the National 
Capital Planning Commission, with plans and specifications for the 
building approved by the Commission of Fine Arts. 


HEARINGS 


The Subcommittee on Public Buildings and Grounds held a hearing 
August 5, 1958, on S. 3335 and companion bills introduced in the 
House of Representatives by Representatives Kearns (H. R. 13016); 
Thompson, of New Jersey (H. R. 13017); Fulton (H. R. 13040); 
McGregor (H. R. 13141); Simpson, of Pennsyivania (H. R. 13145); 
Bolton (H. R. 13193) and Reuss (H. R. 13194). Sponsors of the 
Senate bill and the companion House bills; national and local repre- 
sentatives of all branches of the performing arts, music, opera, drama, 
letters, dance, and others; civic and trade organizations: and indi- 
vidua's; testified as to the urgent need in the District of Columbia for 
more adequate public facilities to present programs in the performing 
arts, provide for adequate instructions in such arts, and the provision 
of adequate facilities for other civic activities. There was unanimous 
agreement among all witnesses who testified at the hearing of the 
many benefits that would accrue, and the interest and appreciation 
that would develop in this country, for the opera, the ballet, drama, 
and music in every form, if an adequate cultural center for the perform- 
ing arts is developed in the city of Washington, D. C. 


AMENDMENT 


The committee adopted an amendment to S. 3335 which was sug- 
gested by sponsors of the legislation. 

The amendment provides that if, within 5 years after the date of 
the enactment of the legislation, in the opinion of the Board of Re- 
gents of the Smithsonian Institution sufficient funds to construct the 
National Cultural Center have not been received by the trustees the 
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act shall cease to be effective. Any funds and property (real and 
personal) received by the trustees during this period under section 5 
(a) of the bill, and income therefrom, shall vest in the Board of Re- 
gents of the Smithsonian Institution and shall be used by the Board 
to carry out the purposes of the act of March 28, 1958, which pro- 
vides for the transfer of the Civil Service Commission. Building in 
the District of Columbia to the Smithsonian Institutien to house cer- 
tain art collections. 

Financing for the construction of the National Cultural Center is 
to be raised by voluntary contributions. Testimony presented to the 
committee by witnesses experienced in solicitation of funds for the 
construction of public buildings, such as the National Cultural Center, 
brought out the fact that such funds can be raised more effectively if 
there is a cutoff date beyond which they can be received. 

The committee amendment carries out this purpose and strengthens 
the possibility of raising the needed funds for the construction of the 
Cultural Center. 

DISCUSSION 


The committee was presented testimony at great length on the need, 
long overdue, for a National Cultural Center in the city of Washing- 
ton, D. C., to provide adequate facilities for the performance of 
opera, ballet, symphonic and chamber music, drama, and reading of 
poetry. All Americans are proud of their National Capital, yet its 
cultural facilities are inferior to all leading European capitals, and 
numerous smaller European cities. Adequate facilities are not avail- 
able for presenting grand opera in full performance with suitable 
stage and scenery equipment. This lack of an adequate center. for 
the arts in Washington detracts from our international prestige. 

In recent years, there has been several international cultural ex- 
change programs between various countries. The exhibits and events 
at the Brussels Fair place an emphasis on culture as well as on seience 
and trade. Our citizens are not without talent or interest in the 
arts, and these faculties should be developed to provide common 
ties which will unite the United States with other nations and assist in 
the further growth and development of friendly, sympathetic, and 
peaceful relations between the United States and the other nations of 
the world. 

The committee believes that music, art, poetry, drama, and dance 
transcends language barriers, and provides a means of communication 
between people of different nationalities, which will permit conveyance 
to people of other countries some of the basic concepts of the American 
way of life. The site selected is in an area of street and highway 
development, and adequate routes of ingress, egress, and parking 
areas can be developed as the plans proceed... The bill provides that 
the site be provided by the United States, which would be the only 
Federal expense involved. The National Capital Planning Commis- 
sion estimates the cost of acquiring the additional private property 
in the proposed site not in Federal ownership as $650,000, and proposes 
to utilize funds appropriated under the Capper-Cramton Act. for 
that purpose. 

The committee believes it would be advantageous to the Govern- 
ment if the present lessees of the private property to be acquired are 
permitted to continue their tenancies until such time as plans have 





~ 


4 NATIONAL CULTURAL CENTER 


been approved and funds are made available for the actual construc- 
tion of the National Cultural Center. 


COMMITTEE VIEWS 


The committee is of the opinion that enactment of this legislation 
will permit careful planning and construction of a National Cultural 
Center worthy of the city of Washington and will permit the Federal 
City’s cultural development to keep pace with its economic and 
scientific development. 


PRESIDENT’S ENDORSEMENT 


A letter from President Eisenhower to-the chairman of the com- 
mittee requesting the enactment of this legislation follows: 


Aveust 1, 1958. 
Hon. Cuar.es A. Bucktey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrmMan: I am writing you with reference to legisla- 
tion now pending before your committee which would authorize the 
establishment of a National Cultural Center here in Washington on a 
site made available by the Federal Government with funds raised by 
voluntary contributions. 

There has long been a need for more adequate facilities in the Na- 
tion’s Cepital for the presentation of the performing aris. An audi- 


torium and other facilities such as are provided for in pending legisla- 
tion, established and supported by contributions from the public, 
would -be a center of which the entire nation could be proud. I hope 
that the Congress will complete action on this legislation during this 
session. 

Sincerely, 


Dwiecur D. EiseENHOWweER. 
AGENCY RECOMMENDATIONS 


Comments from the Department of the Interior, the Commission 
of Fine Arts, and the Board of Commissioners of the District of Co- 
lumbia are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 3, 1958. 
Hon. Cuarues A. Buck.Ley, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. Bucktey: This Department is desirous of submitting 
its recommendations concerning H. R. 9848, a bill to provide for a 
National Capital Center of the Performing Arts which will be con- 
structed, with funds raised by voluntary contributions, on part of 
the land in the District of Columbia made available for the Smith- 
sonian Gallery of Art. 

It is recommended that a measure having the purpose of H. R. 
9848 be enacted but that it be modified to conform most nearly with 
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a companion bill S: 3335 which was favorably reported to the Senate 
in Senate Report No. 1700, issued June 11, 1958. 

The compromise amendments agreed upon frem the original bill 
which was similar to H. R. 9848 have the endorsement of the interested 
Federal agencies. The designation of the building site in the Foggy 
Bottom area near the Potomac River is recommended by this 
Department. 

There is one suggestion for a modification of the language now 
contained in S. 3335 as amended and that pertains to the designation 
of an officer of this Department to the Board of Trustees as outlined 
in section 2 (a) of the bill. It is recommended for purposes of greater 
flexibility that the “Secretary of the Interior or his designated repre- 
sentative’ be specified in lieu of the single designation of the “Director 
of the National Park Service.”’ 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


CoMMISSION OF FINE Arts, 
Washington, D. C., July 2, 1958. 
Hon. Cuaries A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: I am writing in response to your telephone 
request for a statement of the Commission of Fine Arts on H. R. 13017, 
a bill to provide for a National Cultural Center which will be con- 
structed, with funds raised by voluntary contributions, on a site made 
available in the District of Columbia. It is noted that H. R. 13017 is 
identical with S. 3335 as amended during study of this problem before 
the Committee on Public Works and as passed by the Senate on June 
20. 

The Commission of Fine Arts has long favored enactment of legisla- 
tion that will ensure the establishment of adequate facilities for the 
presentation of music and the performing arts in Washington. We 
endorse the river site proposed in this legislation and believe that the 
provisions of this pending legislation will enable the responsible 
agencies to accomplish this purpose. We strongly urge favorable 
action on this bill by your committee. 

The Bureau of the Budget has no objection to the submission of this 
statement to your committee. 

Sincerely yours, 
Davin E. Finiey, Chairman 
(For the Commission of Fine Arts). 
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JuLY 3, 1958. 
Hon. Cnarutes A. BucKLey, 
Chairman, Committee on Public Works, 
United States House of Representatives, Washington, D.C. 

Dear Mr. Buckxiry: The Commissioners of the District of 
Columbia have for report S. 3335, 85th Congress, a bill to provide 
for a National Capital Center of the Performing Arts which will be 
constructed, with funds raised by voluntary contributions, on part 
of the land in the District of Columbia made available for the 
Smithsonian Gallery of Art. 

As passed by the Senate, S. 3335 would ce the construction 
of a national cultural center on a site in the District of Columbia 
bounded by the Inner Loop Freeway on tbe east, the Theodore Roose- 
velt Bridge approaches on the south, Rock Creek Parkway on the 
west, New Hampshire Avenue and F Street on the north, which shall 
be selected for such purpose by the National Capital Planning Com- 
mission. 

On April 29, 1958, the Commissioners reported favorably on H. R. 
9848, which would have authorized the construction of a cultural 
center on the Mall site. Subsequently, the Commissioners learned 
hat due to a building restriction liné imposed by the Planning Com- 
mission the Mall site was considerably less than the 11 acres which 
they thought was available. The Mall site now appears limited to 
about 5% acres. 

Subsequently, at a meeting with representatives of the National 
Capital Planning Commission, there was presented to the Commis- 
sioners an analysis of the Capper er ae project and funds and a 
schematic layout of the river site (i. e., the site referred to in S. 3335) 
showing possible building arrangeme sate, parking, and egress and in- 
gress areas, including streets and highways adjacent thereto. The 
Commissioners there upon agreed to recommend approval of the river 
site. 

The Commissioners, therefore, recommend favorable action on 
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Time does not permit securing the views of the Bureau of the 
Budget as to the relationship of this report to the program of the 
President. 

Yours very sincerely, 
Rospert E. McLavcatin, 
President, Board of Commissioners, 


District of Columbia. 
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AMENDING SECTIONS 1461 AND 1462 OF TITLE 18 OF THE 
UNITED STATES CODE UN RSiik 
OF MICHIGAN 
SEP 5 
Aveust 14, 1958.—Ordered to be printed 


MAIN 
READING ROOM 


Mr. Watter, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany H. R. 6239] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 6239) to 
amend sections 1461 and 1462 of title 18 of the United States Code, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That the eighth paragraph of section 1461 of 
title 18 of the United States Code is amended to read as follows: “Whoever 
knowingly uses the mails for the mailing, carriage in the mails, or 
delivery of anything declared by this section to be nonmailable, or know- 
ingly causes to be delivered by mail according to the direction thereon, 
or at the place at which i is directed to be delivered by the person to whom 
it is addressed, or knowingly takes any such thing from the mails for the 
purpose of circulating or disposing thereof, or of aiding in the circulation 
or disposition thereof, shall be fined not more than $5,000 or imprisoned 
not more than five years, or both, for the first such offense, and shall be 
jined not more than $10,000 or imprisoned not more than ten years, or 
both, for each such offense thereafter.” 

Sec. 2. (a) The first paragraph of section 1462 of title 18 of the 
United States Code 1s amended to read as follows: 

“Whoever brings into the United States, or any place subject to the 
jurisdiction thereof, or knowingly uses any express company or other 
common carrier, for carriage in interstate or foreign commerce—’’. 

(b) That paragraph of such section 1462 which begins with the words 
“Whoever knowingly takes’’ is amended to read as follows: “Whoever 
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knowingly takes from such express company or other common carrier 
any matter or thing the carriage of which is herein made unlawful—’’. 
(c) The last paragraph of such section 1462 is amended to read as 
follows: “Shall be fined not more than $45,000 or imprisoned not more 
than five years, or both, for the first such offense and shall be fined not 
more than $10,000 or imprisoned not more than ten years, or both, for 
each such offense thereafter.” 
And the Senate agree to the same. 
Francis E. Watrter, 
MicuHaet A. FriGHan, 
FRANK CHELF, 
Parrick J. HiLiinGs, 
DeWirr S. Hype, 
Managers on the Part of the House. 
Esres Keravuver, 
Txos. C. Henninos, ZIr., 
Wiiuiam LANGER, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 6239) to amend sections 1461 and 1462 of title 18 
of the United States Code, submit the following statement in explana- 
tion of the effect of the action agreed upon by the conferees and 
recommended in the accompanying conference report: 

Section 1 of H. R. 6239, as reported by the Committee on the 
Judiciary of the House, and passed by the House of Representatives on 
May 19, 1958, amended section 1461, title 18, United States Code, to 
make the mailing of obscene matter a continuing offense. This 
amendment brought section 1461 of title 18, United States Code, 
within the meaning and intent of section 3237, title 18, United States 
Code, which provides, in effect, that offenses involving the use of the 
mails ‘‘may be inquired of and prosecuted in any district from, 
through, or into which such commerce or mail matter moves.” 

In the decision of the United States Court of Appeals, Tenth 
Circuit, June 19, 1953, in United States v. Ross, et al. (205 Fed. 2d 
619), it was held that the unlawful act defined in title 18, United States 
Code, section 1461, “is the deposit for mailing and not a use of the mails 
which may follow such deposit. That act is complete when the deposit 
is made and is not a continuing act.’”” The importance of this decision 
rests in the fact that it is sometimes difficult to obtain a conviction for 
the mailing of obscene matter in certain jurisdictions. In the Ross 
case, above, the defendant had mailed pictures of nude females in one 
State for delivery in another State. In the judicial district where the 
pictures were mailed, the court held that the pictures were not obscene, 
whereas in the judicial district where the pictures were delivered the 
court reached the conclusion that it did not have jurisdiction for the 
reason stated. 

The Senate has deleted the provision for prosecution in judicial 
districts through which the obscene mail passes in transit from the 
venue provision (first paragraph) of the proposed amendment te 
section 1461, title 18, United States Code. 

In addition, the Senate amendment would bring into section 1461 
of title 18, United States Code, a paragraph relating to the mailing 
of obscene matter to persons under 19 years of age. 

It is the position of the Post Office Department that the crime of 
sending obscene matter through the mails is a continuing crime from 
the point of deposit, in transit, and at the point of delivery. The 
House concurred in the position of the Post Office Department. 
However, it appears that the Senate amendment of the venue provision 
would destroy the nature of the continuing offense. Furthermore, the 
striking out of the provision for the prosecution of the offense in the 
jurisdiction through which the obscene matter passes is contrary to 
the intent of Congress as expressed by the law in section 3237 of title 
18, United States Code. 
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Question has been raised as to whether the Post Office Department 
intends to press for the prosecution of violations of the law in the 
jurisdictions through which the unlawfully mailed matter passes in 
transit, if the language of the House of Representatives is restored to 
the bill by the conferees. In a letter dated August 5, 1958, and ad- 
dressed to the ehairman of the House Committee on the Judiciary, 
the General Counsel of the Post Office Department, Mr. Herbert 
B. Warburton, stated that the Post Office Department answers this 
question ‘‘emphatically” in the negative. 

The letter from the Post Office Department stated further that 
their main concern with the Senate amendment is the fact that the 
crime herein dealt with is not made a “continuing offense’”’ and the 
letter goes on to say: 


This omission might nullify the language inserted in the 
amendment to cover the prosecution for the offense in the 
jurisdiction where the matter is delivered. In United States 
v. Ross, et al. (205 Fed. 2d 619) the court held that the 
unlawful act defined in title 18, United States Code, section 
1461, “is the deposit for mailing and not a use of the mails 
which may follow such deposit. That act is complete when the 
deposit is made and is not a continuing act.’ [Emphesis sup- 


plied.] 


As regards the second paragraph of the bill, as amended and passed 
by the Senate, it is felt that the amendment serves no useful purpose 


except to double the penalty for the mailing of the prohibited matter 
to persons under 19 years of age. The present provisions of section 
1461, title 18, United States Code, make it a criminal offense to 
mail matter of the type mentioned in the amendment. Furthermore, 
it is believed that the word “knowingly” defeats the purpose of the 
second paragrapli since it has been the experience of the Post Office 
Department that the ae aa matter is mailed indiscriminately 
and without any effort being made on the part of the purveyors to 
ascertain whether any of the addressees are minors. 

If the second paragraph should be declared unconstitutional by 
the courts (see Butler v. Michigan, 352 U. S. 380), the inclusion 
of the proposed second paragraph of the measure in section 1461 of 
title 18, United States Code, would jeopardize the entire section. 

Consequently, the conferees have agreed to restore the language 
of the bill as approved by the House with a clarifying amendment 
pertaining to section 1462 of title 18 of the United States Code. 

Francis E. Water, 

Micnaren, A. Frerauan, 

FRANK CHELF, 

Patrick J. HILiinGs, 

DeWirr S. Hyps, 
Managers on the Part of the House. 
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IMMIGRATION AND NATURALIZATION SERVICE 
TRAINING SCHOOL 


Aucust 14, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jonus of Alabama, from the Committee on Public Works, sub- 
mitted the following 


REPORT 


[To accompany 8. 3653] 


The Committee on Public Works, to whom was referred the bill 
(S. 3653) to provide for the acquisition of sites and the construction 
of buildings for a training schol and other facilities for the Immigra- 
tion and Naturalization Service, and for other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the acquisition of sites and 
the construction of buildings for a training school and other facilities 
for the Immigration and Naturalization Service at a cost not to exceed 
$1 million. 


GENERAL STATEMENT 


Under the provisions of section 103 of the Immigration and Nation- 
ality Aet, the Attorney General is charged with the primary responsi- 
bility for the administration and enforcement of that act and all other 
laws relating to the immigration and naturalization of aliens. The 
Attorney General performs these delegated functions through the 
Immigration and Naturalization Service. 

In order to discharge its responsibility, the Immigration and 
Naturalization Service must maintain a continuous program of re- 
cruiting and training of the required personnel and, in connection with 
such program, it is necessary that the Service maintain an immigration 
and naturalization training school and adjunct facilities. 


20006 





2 IMMIGRATION SERVICE TRAINING SCHOOL 


S. 3653 would authorize the Administrator of General Services to 
acquire sites and to plan, design, construct, and equip an immigration 
and naturalization training school and adjunct facilities, including 
living quarters for officers, for use by the Attorney General for the 
administration and enforcement of the Immigration and Nationality 
Act. The legislation contemplates the construction of a school that 
would be adequate for all the trainmg-programs of the Immigration 
and Naturalization Service. 

Funds for the acquisition of sites and the construction of the training 
school would be authorized to be transferred by the Attorney General 
to the General Services Administration from the general funds appro- 
ser for the enforcement of the immigration and naturalization 

ws as provided for in section 2 of the bill. 


COST 


Under the provisions of the bill the cost would be limited to $1 
million. 
AGENCY VIEWS 


Favorable reports have been submitted to Congress by the General 
Services Administration and by the Attorney General. The Bureau 
of the Budget had no objection to the submission of these favorable 
reports. The letter from the Attorney General which requested the 
legislation also set forth its need. The letter follows: 


JANUARY 27, 1958. 
The Vice PRESIDENT, 
United States Senate, 
Washington, D. C. 

Dear Mr. Vice Presipent: I enclose for your consideration and 
appropriate reference draft legislation to provide facilities for an 
Immigration and Naturalization Service training school. 

As you know, section 103 of the Immigration and Nationality Act 
(66 Stat. 173, 174; 8 U. S. C. 1103), imposes upon the Attorney 
General responsibility for the administration and enforcement of that 
act and, with some exceptions, of all other laws relating to the immi- 
gration and naturalization of aliens. The Attorney General, as author- 
ized by the act, performs these functions through the Immigration 
and Naturalization Service. 

In order to discharge this responsibility, and in the interest of 
efficient administration, the Immigration and Naturalization Service 
must maintain a continuous process of recruiting and of building a 
diversified staff trained in the various phases of the work delegated to 
the Service. 

Most officer personnel in the Service are selected from the ranks of 
the border patrol and later fill positions in other branches of the 
Service. This requires initial training of approximately 400 officers 
annually in the border patrol school. Officers who have had experi- 
ence in the Service and who have demonstrated capacity and willing- 
ness to assume greater responsibility are offered training courses in 
the Advanced Officers Training School. More than 200 career officers 
receive this training each year in courses of 6 weeks designed to in- 
crease officer knowledge and competence, develop capacity for inde- 
pendent judgment, and qualify them for positions of greater responsi- 
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bility. The course provides officers with instructions on inspection 
and naturalization, investigation, enforcement, law, and general 
administration. Although not presently in operation a refresher course 
for employees in the various areas of immigration and naturalization 
work is also considered essential to the maintenance of an efficient 
Service. For example, naturalization examiners require periodic re- 
fresher courses to bring them up to date on changes in regulations, pro- 
cedures, and precedents in order to insure uniformity throughout the 
Service and to improve the quality of the records presented to the 
naturalization courts. 

For a number of years the Border Patrol Training School has beer 
located in hastily constructed, temporary type, one-story frame 
buildings located at Fort Bliss, Tex. These buildings were built 
some 15 years ago and became available for the training school onl 
because they had been abandoned by the Army as no longer economi- 
cally usable. In order to use them at all minimum repairs were re- 
quired, but it is clear that their use must be considered temporary. 

The Advanced Officers Training School is presently housed in the 
old Post Office Building here in the District of Columbia in accom- 
modations far from satisfactory and wholly inadequate. 

It is hoped that through the enactment of the accompanying draft 
legislation an immigration and naturalization training school and 
adjunct facilities, including living quarters for officers, will be made 
possible. In such a school all of the training programs can be cen- 
tralized with commensurate benefit to the Service. 


The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation. 
Sincerely, 


WituiaM P. Rogers, Attorney General. 


O 
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AUTHORIZING APPROPRIATIONS FOR CONTINUING THE 
CONSTRUCTION OF THE RAMA ROAD IN NICARAGUA 


Auaust 14, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Fation, from the Committee on Public Works, submitted the 
following 


REPORT 


M 
(To accompany §S, 3712] READING ROOM 


The Committee on Public Works, to whom was referred the bill 
(S. 3712) to authorize appropriations for continuing the construction 
of the Rama Road in Nicaragua, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of the bill and the facts which recommend its enactment 
are set forth below in the language which is quoted from Senate 
Report No. 1880, filed by the Committee on Public Works in the 
Senate recommending enactment of the legislation. 


The purpose of Senate bill 3712 is to authorize the appro- 
priation of $4 million to remain available until expended, for 
completion of the survey and construction of the Rama 
Road in Nicaragua, under the provisions of section 5 of the 
Federal-Aid Highway Act of 1952 (66 Stat. 160), as amended 
and supplemented. 


GENERAL STATEMENT 


The United States, by diplomatic note dated April 8, 1942, 
agreed to construct at its own expense a highway to connect 
the port of Rama, Nicaragua, on the Escondido River in 
eastern Nicaragua, with the Inter-American Highway at 
San Benito, immediately north of the capital city of Ma- 
nagua, Nicaragua, a distance of 158 miles. The agreement 
further provided for a survey and recommendation of a route 
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between Rama and El Bluff. A subsequent agreement be- 
tween the two parties released the United States from its 
obligation concerning the Rama-E] Bluff route. 

Construction of the Rama Road was authorized by section 
5 of the Federal-Aid Highway Act of 1952. About $11.5 
million has been appropriated to date for construction of the 
highway. Of the tobal lemeth of 158 miles from San Benito 
to Rama, 123 miles of all-weather road have been completed 
and 12 miles are under contract. The balance to be com- 
pleted is 23 miles, together with the necessary bridges, and 
paving a considerable portion of the section now having a 
graveled surface. Additional funds will be required in sub- 
sequent years to complete the commitment of the United 
States on this project, which authorization will be provided 
by this legislation. 

At the hearing held on this legislation, representatives of 
the Departments of State and Commerce advised the com- 
mittee that the principal reasons for the need of the addi- 
tional authorization at this time are (1) when the original 
estimate of the cost of construction of the proposed highway 
was made in 1948, no detailed survey had been made and 
the meager information available resulted in underestimating 
the cost; and (2) there has been a substantial rise in construc- 
tion cost between 1948 and 1958. The amount of monetary 
authorization contained in 8. 3712 is believed sufficient to 
complete construction of the highway. 

The Rama Road is designed to unite two sections of the 
country that have heretofore been completely separated 
except by air transport or small-boat traffic. The road will 
provide the needed communication between these sections 
and will open up this entire area of Nicaragua, which is a 
future cattle, coffee, and mining section, and expansion in 
these fields has already taken place as a result of the partial 
completion of the highway. The entire area is susceptible to 
rapid development when adequate transportation facilities 
are available. This road will also provide a Caribbean port 
for Managua, the capital. By dredging a channel through 
the bar in the mouth of the Escondido River, it will be 
possible for oceangoing vessels to move up the river to: Rama, 
a distance of about 50 miles from the coast. Freight could 
then be loaded on trucks at that location for transport by road 
to Managua. This would be an important economic benefit 
to Nicaragua, as it operates a national shipping line, and a 
Caribbean port would enable better utilization of the avail- 
able ships than by the present method of transiting the 
Panama Canal. 

The effect of the road is portrayed in increased bus and 
truck traffic between Villa Somoza, Santo Tomas, Juigalpa, 
and Managua. This has increased Nicaragua’s imports of 
buses and trucks, automobile parts, and petroleum and allied 
products, from the United States. 

Over two-thirds of the road has been provided for, and to 
abandon the project at this time would result in considerable 
reduction in the value of the road already built. When the 
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part now under construction is completed, the road will end 
in an unpopulated and undeveloped area, and will be of little 
value unless completed to Rama, the only center of 
population in the area. 

Feeder roads are being constructed by the Government of 
Nicaragua to furnish outlets from the developing rural areas 
to the Rama Road, and from there to Managua and other 
centers of population. While the United States is obligated 
to bear the entire cost of the construction of the Rama Road, 
the Government of Nicaragua has contributed $4,128,000 
during the period from July 1, 1940, through December 1957. 

The committee believes that the United States should 
abide by its commitment to Nicaragua in order to retain its 
reputation for integrity among the peoples of Central 
America, and to contribute to the economic development of 
Nicaragua, and bring about the many important benefits that 
completion of the route will bring to that country. With- 
drawal of financial support for the Rama Road at this time 
would cause deep disappointment in Nicaragua, and serve 
to undermine the friendly cooperative attitude of that 
country toward the United States. 

The committee favors early completion of the Rama Road, 
and recommends enactment of this legislation, believing that 
funds made available in the near future will permit utilization 
of construction forces now operating in the area, with result- 
ing economies in cost, and permit realization of the maximum 
benefits from the project in the very near future. 


HEARINGS 


Hearings were held by the committee on August 12, 1958, at which 
time testimony was received from ee ae of the Depart- 


@ ment of State and the Department of Commerce favoring enactment, 
of S. 3712. A communication from the Department of State re- 
questing this legislation follows: 

DEPARTMENT OF STATE, 
Washington, April 3, 1958. 
Hon. Sam RayBurn, 

Speaker of the House of Representatives. 

Dear Mr. Speaker: There is transmitted herewith a draft of pro- 
posed legislation authorizing the appropriation of an additional $4 
million to continue. construction of the Rama Road in Nicaragua. 

There are two principal reasons for the need for an additional 
authorization at this time. First, at the time the original estimate 
of the cost of completion was made in 1948, no detailed survey had been 
made and sufficient data were not at hand to make a complete, de- 
tailed estimate with the result that the cost was underestimated. 
Second, there has been a substantial rise in construction costs be- 
tween 1948 and 1957. 

The United States by diplomatic note dated April 8, 1942, agreed, 
at its own expense, to (a) construct a highway between San Benito 
and Rama and (b) survey and recommend a route from Rama to 
El Bluff. However, a subsequent agreement between the two parties 
has released the United States from its obligation concerning the 
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Rama-El Bluff route. The present status of the Rama Road repre- 
sents a partially fulfilled obligation of the United States of America 
to the Republic of Nicaragua. 

The Rama Road is designed to unite two sections of the country 
that have heretofore been completely separated except by air trans- 
port. This road runs from San Benito, which is located just north 
of the capital city, Managua, on the Inter-American Highway, across 
Nicaragua to Rama on the Escondido River. Traffic could then be 
moved by river to the Caribbean Sea. This area of Nicaragua has a 
promising agricultural future and is susceptible to rapid development 
as soon as adequate transportation is available. 

Should the United States fail to abide by its commitment to 
Nicaragua, its reputation for integrity among the peoples of Latin 
America in general and of Central America in particular, would be 
seriously jeopardized. Sudden withdrawal of financial support for 
the Rama Road would above all cause deep disappointment in 
Nicaragua which would only serve to undermine the friendly, co- 
operative attitude of that country toward the United States. 

Furthermore, and apart from the most important question of in- 
tegrity and policy, there exists a very real financial consideration, 
namely, that to date $11.5 million have been appropriated for the con- 
struction of the Rama Road. Over two-thirds of the road has now 
been provided for and to abandon the project at this time would re- 
sult in considerable reduction in the value of the road already built. 
When the part now under construction is completed the road will end 
in an unpopulated and undeveloped area so that full utilization of the 
eastern part of the road already built must waint until the road reaches 
Rama, the only center of population in the area. 

I therefore recommend, Mr. Speaker, early introduction of this 
legisle.tion. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this proposal to the , 
Congress for its consideration. 

Sincerely yours, 
Joun Foster Dvutuss. 


O 
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The Committee on Merchant Marine and Fisreries, to whom was 
referred the bill (S. 2719) to provide for the payment of bounties on 
dogfish sharks to control the depredations of this species on the 
fisheries of the Pacific coast, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
as amended do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That the Secretary of the Interior is hereby authorized and directed to prosecute, 
for a period of not to exceed four years from the date of approval of this Act, 
investigations of the abundance and distribution of dogfish sharks, experiments 
to develop control measures, and a vigorous program for the elimination and 
eradication or development of economic uses of dogfish shark populations. 

Sec. 2. In carrying out the foregoing purposes and objectives the Secretary of 
the Interior is authorized to cooperate with the official conservation agencies of 
the States bordering on the pacific coast, with the commercial fishing industry, 
and with other governmental or private agencies, organizations, or individuals 
having jurisdiction over or an interest in the fisheries of the pacific coast. 

Sec. 3. There is authorized to be appropriated from time to time, out of any 
moneys in the Treasury not otherwise appropriated, such sums as may be neces- 
sary not to exceed $95,000 per annum to carry out the purposes and objectives of 
this Act. 


Amend the title so as to read: 


An act authorizing and directing the Secretary of the Interior to investigate 
and eradicate the predatory dogfish sharks to control the depredations of this 
species on the fisheries of the Pacific coast, and for other purposes. 
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INVESTIGATE AND ERADICATE THE DOGFISH SHARK 
PURPOSE OF THE BILE 


The purpose of the bill is to protect the food fisheries of the Pacific 
coast by control of the dogfish shark. This species, while it is to be 
found throughout the world, has become a menace to the fisheries 
only along the Pacific coast. There it causes injury both by feeding 
on desirable species and also by damage to fishing gear. They exist 
in such numbers that in attempting to haul nets aboard vessels, their 

weight causes breakage of nets and other gear. In one case reported 
to the committee, a single vessel caught 30,000 pounds in 30 minutes 
of fishing. The spec ies has little value in commerce since it is unde- 
sirable either as pet food or fishmeal and its value as a source of 
vitamin A has been diminished as a result of the discovery of cheaper 
methods of production of a synthetic product. As a result, there has 
been little inducement to control the numbers of the species through 
intensive fishing, with the result that it has increased and probably 
will continue to increase unless steps are taken. 

The bill as introduced provided for a bounty for the taking of the 
fish but testimony at the hearings indicated that this was a costly 
and none too effective method of control. Accordingly, the bill was 
amended to provide for a research program to determine methods of 
control and eradication or, in the alternative, to discover commercial 
uses for it that would make it financially attractive for commercial 
fishermen. Witnesses of the Fish and Wildlife Service estimated that 
such a research program would probably take 4 years and would cost 
from $95,000 to $100,000 per vear. It was also testified that the 
Dominion of Canada had made attempts to meet the problems 
presented by this fish and it is expected that the authority given in 
this bill will result in cooperation with Canada in their solution. 

The committee urges the enactment of this bill as a means of pro- 
tecting the food fisheries of the Pacific coast. 


CHANGES IN EXISTING LAW 
There are no changes in existing law. 


O 
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The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 3295) to amend the Fish and Wildlife Act of 1956 
in order to increase the authorization for the fisheries loan fund 
established under such Act having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to authorize an increase in the present 
fisheries loan fund from $10 million to $20 million. The present fund 
was authorized in 1957 as a source of loans for fishermen who could not 
otherwise obtain them. To date it has made over $6 million in loans 
and has pending applications for an additional $6,600,000. At the 
present rate of processing of loans, it is anticipated that the present 
fund will be exhausted by the beginning of October. 

Experience to date has been favorable, with $377,000 in default, of 
which it is expected that $250,000 will be collected shortly. From 
experience, it is believed that in order to maintain a revolving fund, 
the full amount of $20 million will be required and that the fund will 
then be on a self-sustaining basis. There can be no question that the 
use of this money has enabled a number of fishermen to remain in 
business who would have otherwise been forced out and that the poor 
credit rating of the industry makes imperative a source of money 
other than commercial credit. Experience to date indicates that with 
the fund increased pursuant to this bill, possible losses will be more 
than offset by interest accretions and that the original fund can be 
kept intact. The committee is of the opinion that the bill is desirable 
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and will afford a measure of aid to a hard pressed industry without any 
ultimate cost to the Government and consequently urges its enact- 
ment. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
the Senate, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SUBSECTION (c) OF SECTION 4 OF THE FISH AND WILDLIFE ACT OF 
1956 (70 Strat. 1121) 


(c) There is hereby created a fisheries loan fund, which shall be 
used by the Secretary as a revolving fund to make loans for financing 
and refinancing under this section. Any funds received by the Secre- 
tary on or before June 30, 1965, in payment of principal or interest 
on any loans so made, shall be deposited in the fund and be available 
for making additional loans under this section. Any funds so received 
after June 30, 1965, and any balance remaining in the fund at the 
close of June 30, 1965 (at which time the fund shall cease to exist), 
shall be covered into the Treasury as miscellaneous receipts. There 
are hereby authorized to be appropriated to the fund the sum of 
[$10,000,000] $20,000,000 to provide initial capital. 


O 
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To accompany H. R. 11584] MAIN 
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The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 11584) to authorize a program for the con- 
servation, restoration, and management of the rare Hawaiian Nene 


goose, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize a program of research, 
propagation, and management for the Hawaiian Nene goose. At the 
co time, there are only about 50 geese at large in the entire 
‘erritory of Hawaii, and their continued existence is threatened in 
the absence of a program for their management. Up to the present, 
voluntary efforts by private individuals and very small grants by the 
Territory of Hawaii have served to keep the species from following 
the passenger pigeon into extinction. Existing funds that might be 
used are not available because of regulations of the Fish and Wildlife 
Service and, in the absence of this authorization, necessary steps for 
the propagation of the species cannot be undertaken. 

The committee unanimously recommends the enactment of this 
bill to preserve this fast-disappearing species, the official bird of the 
Territory of Hawaii. 

The favorable report of the Department of the Interior is as follows: 
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DmPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 8, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: Your committee has requested the views of 
this Department on H. R. 11584, a bill to authorize a program for the 
conservation, restoration, and management of the rare Hawaiian 
Nene goose. 

The Department recommends enactment of the bill. 

H. R. 11584 would authorize and direct the Secretary of the Interior 
to promote a program of research, propagation, and management 
necessary to effect the restoration of the Nene goose in its natural 
habitat in the Territory of Hawaii. The sum of $15,000 per annum 
would be authorized to be appropriated each year for a period of 5 
years to carry out the purposes of the measure. 

This legislation has been prompted by the emergency which threat- 
ens to bring about the extinction of the Hawaiian goose or Nene 
(Branta sandvicensis) which is said to be one of the rarest species of 
waterfowl in the world. The bird is an insular brant which, through 
centuries of isolation in the Hawaiian Islands, finally lost its migra- 
tory instinct and became a resident species of goose. It is a relative 
of the Canada goose which visits the islands fairly frequently on mi- 
gration, and it is probable that the Nene is an ancient offshoot of the 
Canada: goose. Because of the lack of extensive water and marsh 
areas in the islands it inhabited, mainly Hawaii and Maui Islands, it 
became largely a terrestrial species, this adaptation thus insuring its 
final survival. Formerly inhabiting both lowlands and the higher 
lava mountain slopes of these 2 islands, it has by the changing pattern 
of land use been driven wholly to the higher slopes at dlevatiotis of 
5,000 to 7,500 feet surrounding the ancient volcano, Mauna Loa. 
None has been found on Maui for many years, and observations on 
Hawaii itself are extremely limited; in fact, paralleling the situation 
of many other recently extinct birds, the Nene has deteriorated from 
a high of around 25,000 birds in the 17th century to less than 50 
individuals at this time, of which 32 are in captivity either in the 
Honolulu zoo or in the Severn Waterfowl Trust at Slimbridge, Eng- 
land. 

The species is almost gone in the wild, being especially susceptible 
to the ravages of such abundant predators on its present-day range 
as wild dogs, wild pigs, mongoose, and rats. It is particularly vul- 
nerable during its nesting season. Likewise, the great increase of 
the cattle industry on its home range has had a very adverse effect 
upon the Nene, especially in reducing its nesting opportunities. The 
Nene requires small grassy glades in the midst of impenetrable brush- 
lands found on the older lava flows on the island. Modern practice is 
to clear such areas and change the habitat over to grazing land. 

Hawaiian authorities have conducted some work on artificial 
propagation of the Nene goose. It is important that there be more 
effort on this aspect of the general program for the restoration of the 
species in the wild. 

The authorization for a specific program of research, propagation, 
and management in connection with this particular species is believed 
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necessary. Ordinarily, the Department does not favor propagation 
in captivity as a means of managing waterfowl, but in this instance 
this approach appears to be the only method which has promise of 
providing additional stock for reestablishing the species in areas 
suitable for its survival and increase. Concurrently with a stepped- 
up propagation program, attention will be given to measures for the 
permanent protection of the habitat essential to the survival and 
increase of the species under natural conditions. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Ross LEerr.er, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 13475) to authorize an exchange of lands at 
the Rochester Fish-Cultural Station, Indiana, having considered the 
same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Department of the 
Interior to effect an exchange of lands at the Rochester, Ind., Fish- 
Cultural Station. In exchange for 51.03 acres of cropland that is 
presently unused and for which there is no prospective use, the station 
would acquire 8 acres of land in front of the station and fronting on 
the highway, through which runs the canal supplying the hatchery 
with water. It was testified that the Fish and Wildlife Service had 
sought the parcel involved here for a number of years as a protection 
for its water supply but had been unable to reach any agreement with 
the city of Rochester, the owner. ‘The present bill achieves the aim 
of obtaining the desired land at the expense of the transfer of unused 
acreage of approximately equal value, according to the witness for the 
Fish and Wildlife Service. 

The committee unanimously recommend the enactment of this bill, 
believing it to be for the benefit of the hatchery. 

The report of the Department of the Interior is as follows: 





EXCHANGE OF LANDS AT ROCHESTER, IND. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 7, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: Your committee has requested a report on 
H. R. 13475, a bill to authorize an exchange of lands at the Rochester 
Fish-Cultural Station, Indiana. 

We recommend that H. R. 13475 be enacted. 

This bill would authorize an exchange of land whereby the Federal 
Government would convey to the city “of Rochester, Ind., 51.03 acres 
of undeveloped marginal cropland in the exc hange for 8 acres of 
suburban land. Our present information indicates that this suburban 
land is equal in value to the undeveloped marginal cropland that 
would be conveyed to the city pursuant to this proposal; however, 
before consummating this exchange we would have a further evalua- 
tion made of the properties in order to assure an exchange of properties 
that are of approximately equal value. 

The property that would be conveyed to the city by the United 
States is now a part of the Rochester Fish-Cultural Station which 
we administer. This property is not being used at present for fish- 
cultural purposes and we do not anticipate its need for operation of 
the station. 

This proposed exchange will facilitate administration of the fish- 
cultural station and it will preclude undesirable developments in the 
area. 

We Pony iat the following technical amendment to the bill: On 
page 4 line 10, strike out the word “east” and substitute in lieu 
thereof “south.’ 

We have been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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Mr. Mitts, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 8381] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 8381) to 
amend the Internal Revenue Code of 1954 to correct unintended 
benefits and hardships and to make technical amendments, and for 
other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 32, 70, 80, 
82, 90, 96, 98, 99, 100, 103, 106, 107, 129, 130, 131, 211, 221, and 225. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 2, 3, 4, 5, 7, 8, 9, 10, 11%, 12, 13, 14, 15, 
16, 17, 18, 20, 21, 22, 24, 25, 26, 27, 28, 29, 30, 31, 34, 35, 36, 40, 41, 
42 43. 44, 45, 49, 50, 51, 52, 53, 54, 55, 56, 5, 58, 59, 60, 62, 63, 64, 
65, 66, 67, 68, 69, 72, 73, 74, 75, 76, 77, 79, 84, 86, 87, 92, 93, 
101, 102, 108, 116, 119, 120, 122, 123, 135, "136, 137, 138, 139, 140, 
142, 144, 145, 148, 149, 150, 151, 152, 153, 154, 155, 156, 157. 158, 
159, 160, 161, 162, 168, 173, 177, 183, 184, 186, 189, 198, 199, 200, 
202, 204, 205, 207, 208, 209, 210, 214, 215, 217, 218, and agree to 
the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

Strike out the matter proposed to be stricken out by the Senate 
amendment, omit the matter proposed to be inserted by the Senate 
amendment, and on page 4, line 1, of the House engrossed bill, strike 
out ‘3’’ and insert 2; and the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its-disagreement to the amendment of 
the Senate numbered 11, and agree to the same with the following 
amendments: 

Restore the matter proposed to be stricken out by the Senate 
amendment; 
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On page 5, line 5, of the House engrossed bill, strike out ‘‘4”’ and 
insert 3; 

On page 5, line 14, of the House engrossed bill, strike out ‘‘beginning 
after December 31, 1956” and insert ending after September 30, 1958, 
but only with respect to amounts received as a statutory subsistence allow- 
ance for any day after September 30, 1958. 

And the Senate agree to the same. 

Amendment numbered 19: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 19, and agree to the same with an amend- 
ment as follows: 

On page 9, of the Senate engrossed amendments, strike out the 
last three lines and all that follows down through line 13 on page 10; 
and the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 23, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 1/1; and the Senate agree to the same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 15; and the Senate agree to the same. 


Amendment numbered 37: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 37, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 16; and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment as 
follows: 

On page 18, line 12, of the Senate engrossed amendments, strike out 
“18” and insert 17; and the Senate agree to the same. 

Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 18; and the Senate agree to the same. 


Amendment numbered 46: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment as 
follows: 

On page 22, line 2, of the Senate engrossed amendments, strike out 
“20” and insert 19; ‘and the Senate agree to the same. 


UNIT 





DEPOSITED BY THE 
UNITED STATES OF AMERIGAN ICAL AMENDMENTS ACT OF 1958 3 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with the following 
amendments: 

On page 23, line 2, of the Senate engrossed amendments, strike out 
21” and insert 20; 

Page 27, line 4, of the Senate engrossed amendments, strike out 
“of the corporation’”’ ; 

Page 27, line 5, of the Senate engrossed amendments, strike out 
“such assets” and insert the assets of the corporation. 

And the Senate agree to the same. 


Amendment numbered 48: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 48, and agree to the same with an amendment as 
follows: 

Restore the matter proposed to be stricken by the Senate amend- 
ment; and on page 19, line 17, of the House engrossed bill, strike out 
“17” and insert 21; and the Senate agree to the same. 

Amendment numbered 61: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 61, and agree to the same with an amendment 
as follows: 

On page 45, line 2, of the Senate engrossed amendments strike out 
“practice.”’ and all that follows down through the last line on such 
page and insert practice.”; and the Senate agree to the same. 


Amendment numbered 71: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 71, and agree to the same with an amendment 
as follows: 


In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 30; and the Senate agree to the same. 

Amendment numbered 81: 

That the House recede from its disagreement to the amendment of 


the Senate numbered 81, and agree to the same with an amendment as 
follows: 


In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 31; and the Senate agree to the same. 
Amendment numbered 83: 


| That the House recede from its disagreement to the amendment of 
| the Senate numbered 83, and agree to the same with an amendment 
. as follows: 
In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 32; and the Senate agree to the same. 


Amendment numbered 85: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 85, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 33; and the Senate agree to the same. 
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Amendment numbered 88: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 88, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 34; and the Senate agree to the same. 


Amendment numbered 89: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 89, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 35; and the Senate agree to the same. 


Amendment numbered 91: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 91, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 36; and the Senate agree to the same. 


Amendment numbered 94: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 94, and agree to the same with an amendment 
as follows: 

On page 56, line 11, of the Senate engrossed amendments strike out 
*‘41”’ and insert 37; and the Senate agree to the same. 


Amendment numbered 95: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 95, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 38; and the Senate agree to the same. 


Amendment numbered 97: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 97, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 39; and the Senate agree to the same. 


Amendment numbered 104: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 104, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 40; and the Senate agree to the same. 


Amendment numbered 105: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 105, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 41; and the Senate agree to the same. 
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Amendment numbered 109: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 109, and agree to the same with the following 
amendments: 

Restore the matter proposed to be stricken out by the Senate 
amendment; 

On page 48, line 6, of the House engrossed bill, strike out “37” and 
insert 42; 

On page 48, line 15, of the House engrossed bill, strike out “1956” 
and insert 1947; 

On page 49, line 14, of the House engrossed bill, strike out “1957” 
and insert 1958; 

On page 50, line 5, of the House engrossed bill, strike out “1956” 
and insert 1957. 

And the Senate agree to the same. 

Amendment numbered 110: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 110, and agree to the same with an amendment 
as follows: 

On page 93, line 9, of the Senate engrossed amendments strike out 
“48”’ and insert 43; and the Senate agree to the same. 


Amendment numbered 111: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 111, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 44; and the Senate agree to the same. 


Amendment numbered 112: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 112, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 45; and the Senate agree to the same. 


Amendment numbered 113: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 113, and agree to the same with an amendment 
as follows: 

On page 96, line 7, of the Senate engrossed amendments, strike out 
“51” and insert 46; and the Senate agree to the same. 


Amendment numbered 114: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 114, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 47; and the Senate agree to the same. 


Amendment numbered 115: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 115, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 45; and the Senate agree to the same. 
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Amendment numbered 117: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 117, and agree to the same with an amendment 
as follows: 

On page 98, line 12, of the Senate engrossed amendments, strike out 
“54” and insert 49; and the Senate agree to the same. 


Amendment numbered 118: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 118, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 50; and the Senate agree to the same. 


Amendment numbered 121: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 121, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 51; and the Senate agree to the same. 


Amendment numbered 124: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 124, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 52; and the Senate agree to the same. 


Amendment numbered 127: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 127, and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 53; and the Senate agree to the same. 

Amendment numbered 128: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 128, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 64; and the Senate agree to the same. 

Amendment numbered 132: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 132, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 55; and the Senate agree to the same. 

Amendment numbered 133: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 133, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 56; and the Senate agree to the same. 
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Amendment numbered 134: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 134, and agree to the same with an amendment 
as follows: 

On page 101, fifth line from the bottom of the page, of the Senate 


engrossed amendments, strike out “62’’ and insert 57; and the Senate 
agree to the same. 


Amendment numbered 135: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 135, and agree to the same with the following 
amendments: 

On page 105, line 1, of the Senate engrossed amendments, strike 
out “63” and insert 58; 

On page 105 of the Senate engrossed amendments, strike out the 
last line and all that follows down through line 2 on page 106 and 
insert the period in which such injuries were sustained by the taxpayer.” 

And the Senate agree to the same. 


Amendment numbered 136: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 136, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 59; and the Senate agree to the same. 


Amendment numbered 141: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 141, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 60; and the Senate agree to the same. 


Amendment numbered 143: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 143, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 61; and the Senate agree to the same. 


Amendment numbered 146: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 146, and agree to the same with an amendment 
as follows: 

On page 109, fifth line from the bottom of the page, of the Senate 
engrossed amendments, strike out “67” and insert 62; and the Senate 
agree to the same. 


Amendment numbered 147: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 147, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 63. REVOCATION OF; and the Senate 


agree to the same. 
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Amendment numbered 163: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 163, and agree to the same with an amendment 
as follows: 

On page 113, line 6, of the Senate engrossed amendments, strike out 
“69” and insert 64; and the Senate agree to the same. 

Amendment numbered 164: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 164, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 65; and the Senate agree to the same. 


Amendment numbered 165: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 165, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 66; and the Senate agree to the same. 


Amendment numbered 166: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 166, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 67; and the Senate agree to the same. 


Amendment numbered 167: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 167, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 68; and the Senate agree to the same. 


Amendment numbered 169: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 169, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 69; and the Senate agree to the same. 


Amendment numbered 170: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 170, and agree to the same with an amend- 
ment as follows: 

Tn lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 70; and the Senate agree to the same. 

Amendment numbered 171: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 171, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 7/1; and the Senate agree to the same. 
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Amendment numbered 172: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 172, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 72; and the Senate agree to the same. 


Amendment numbered 174: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 174, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 73; and the Senate agree to the same. 


Amendment numbered 175: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 175, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 74; and the Senate agree to the same. 

Amendment numbered 176: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 176, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 75; and the Senate agree to the same. 

Amendment numbered 178: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 178, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 76; and the Senate agree to the same. 

Amendment numbered 179: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 179, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 77; and the Senate agree to the same. 

Amendment numbered 180: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 180, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 78; and the Senate agree to the same. 

Amendment numbered 181: 


That the House recede from its disagreement to the amendment of 
of the Senate numbered 181, and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 79; and the Senate agree to the same. 


H. Rept. 2632, 85-2——-2 
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Amendment numbered 182: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 182, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 80; and the Senate agree to the same. 


Amendment numbered 185: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 185, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 81; and the Senate agree to the same. 


Amendment numbered 187: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 187, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 82; and the Senate agree to the same. 


Amendment numbered 188: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 188, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 83; and the Senate agree to the same. 


Amendment numbered 190: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 190, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 84; and the Senate agree to the same. 


Amendment numbered 191: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 191, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 83; and the Senate agree to the same. 


Amendment numbered 192: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 192, and agree to the same with an amendment 
as follcws: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 85; and the Senate agree to the same 


Amendment numbered 193: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 193, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 86; and the Senate agree to the same. 
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Amendment numbered 194: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 194, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 87; and the Senate agree to the same. 


Amendment numbered 195: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 195, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 88; and the Senate agree to the same. 


Amendment numbered 196: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 196, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 89; and the Senate agree to the same. 


Amendment numbered 197: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 197, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 90; and the Senate agree to the same. 


Amendment numbered 201: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 201, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 91; and the Senate agree to the same. 


Amendment numbered 203: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 203, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 90; and the Senate agree to the same. 


Amendment numbered 206: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 206, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 92; and the Senate agree to the same. 


Amendment numbered 212: 
That the House recede from its disagreement to the amendment of 


the Senate numbered 212, and agree to the same with an amendment 
as follows: 


On page 139, line 2, of the Senate engrossed amendments, strike 
out 99” and insert 93; and the Senate agree to the same. 
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Amendment numbered 213: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 213, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 94; and the Senate agree to the same. 

Amendment numbered 216: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 216, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 95; and the Senate agree to the same. 


Amendment numbered 219: 

That the House recede from its disagreement to the amendment. 
of the Senate numbered 219, and agree to the same with an amend- 
ment as follows: 

On page 142, line 12, of the Senate engrossed amendments, strike 
out “102” and insert 96; and the Senate agree to the same. 

Amendment numbered 220: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 220, and agree to the same with an amendment 
as follows: 

On page 143, line 10, of the Senate engrossed amendments, strike 
out “103” and insert 97; and the Senate agree to the same. 


Amendment numbered 222: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 222, and agree to the same with an amend- 
ment as follows: 

On page 145, line 2, of the Senate engrossed amendments, strike 
out “105” and insert 98; and the Senate agree to the same. 


Amendment numbered 223: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 223, and agree to the same with an amendment 
as follows: 

On page 145, the sixth line from the bottom of the page, of the 
Senate engrossed amendments, strike out “106’’ and insert 99; and 
the Senate agree to the same. 

Amendment numbered 224: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 224, and agree to the same with an amendment 
as follows: 

On page 147, line 4, of the Senate engrossed amendments, strike out 
“107” and insert 100; and the Senate agree to the same, 

Amendment numbered 226: 

That the House reeede from its disagreement to the amendment of 
the Senate numbered 226, and agree to the same with an amendment 
as follows: 


In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 
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SEC. 101. DEFINITION OF EARNINGS AND PROFITS IN THE CASE 
OF REGULATED INVESTMENT COMPANIES. 


(a) Amenpmenr or Section 852 (a).—Section 852 (a) (relating to 
requirements applicable to regulated investment companies) is amended 
by striking out “this subchapter’ and inserting in liew thereof “this 
subchapter (other than subsection (c) of this section)’’. 

(6) AmenpmeNnT or Section 852 (c).—Section 852 (c) (relating to 
definition of earnings and profits in the case of regulated investment 
companies) is amended by adding at the end thereof the following new 
sentence: ‘For purposes of this subsection, the term ‘regulated investment 
company’ includes a domestic corporation which is a regulated investment 
company determined without regard to the requirements of subsection (a).”’ 

(ce) Errective Darr.—The amendments made by this section shall 
apply with respect to taxable years of regulated investment companies 
beginning on or after March 1, 1958. 

And the Senate agree to the same. 


Amendment numbered 227: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 227, and agree to the same with an amendment, 
as follows: 


In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

SEC. 102. APPLICATION OF ESTATE AND GIFT TAXES IN POSSES- 
SIONS. 

(a) Esrare Tax.—Subchapter C of chapter 11 (relating to miscel- 
laneous estate tax provisions) is amended by adding at the end thereof the 
following new section: 

“SEC. 2208. CERTAIN RESIDENTS OF POSSESSIONS CONSIDERED 
CITIZENS OF THE UNITED STATES. 

“A decedent who was a citizen of the United States and a resident of a 
possession thereof at the time of his death shall, for purposes of the tax 
imposed by this chapter, be considered a ‘citizen’ of the United States 
within the meaning of that term wherever used in this title unless he 
acquired his United States citizenship solely by reason of (1) his being a 
citizen of such possession of the United States, or (2) his birth or residence 
within such possession of the United States.” 

(b) Grrr Tax.—Section 2501 (relating to imposition of gift tax) is 
amended by redesignating subsection (b) to be subsection (c) and by 
adding after subsection (a) the following new subsection: 

“(b) Cerrain Resipents or Possessions Consiperep CirTizEens 
or THE Unitep Srates.—A donor who is a citizen of the United States 
and a resident of a possession thereof shall, for purposes of the tax imposed 
by this chapter, be considered a ‘citizen’ of the United States within the 
meaning of that term wherever used in this title unless he acquired his 
United States citizenship solely by reason of (1) his being a citizen 
of such possession of the United States, or (2) his birth or residence 
within such possession of the United States.” 


) Retarep AMENDMENTS.— 


(1) Section 2011 (a) (relating to the credit for estate, inheritance, 
legacy, or succession taxes) is amended by striking ‘out. “or any 
possession of the United States,’ 
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(2) Section 2014 (relating to credit for foreign death taxes) is 
amended by adding at the end thereof the following new subsection: 
““(f) Possession or Unirep States Dermep A Forrren Coun- 
rry.—For purposes of the credits authorized by this section, each posses- 
sion of the United States shall be deemed to be a foreign country.” 

(3) Section 2058 (d) (1) (relating to the deduction for estate, 
inheritance, legacy, or succession taxes paid in respect of a transfer 
for public, charitable, or religious uses) is amended by striking out 
“or any possession of the United States,”’. 

(4) The table of sections for subchapter C of chapter 11 is amended 
by adding at the end thereof the following: 

“*Sec. 2208. Certain residents of possessions considered citizens of the 
United States.”’ 

(d) Errecrive Dare.—The amendments made by this section (other 
than by subsection (b)) shall apply to the estates of decedents dying after 
the date of the enactment of this Act. The amendment made by subsection 
(b) shall apply to gifts made after the date of the enactment of this Act. 

And the Senate agree to the same. 


Amendment numbered 228: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 228, and agree to the same with the following 
amendments: 

Page 153, line 2, of the Senate engrossed amendments, strike out 
“111” and insert 103; 

Page 153, line 5, of the Senate engrossed amendments, after “‘(a)’’, 
insert Crepir Unper 1939 Copze.—; 

Page 153, line 10, of the Senate engrossed amendments, strike out 
“copyright,”’ and insert copyrights, ; 

Page 153, line 16, of the Senate ‘engrossed amendments, strike out 
“of such royalty” and insert to such royalty; 

Paze 153, fourth line from the bottom of the page, of the Senate 
engrossed amendments, after “‘(b)”, imsert Crepir Unper 1954 
CopE.—-; 

Page 153, last line, of the Senate engrossed amendments, strike 
out “the” the first place it appears; 

Page 154, at the end of line 11, of the Senate engrossed amendments, 
strike out “‘taxable” and insert gross; 

Page 154, line 13, of the Senate engrossed amendments, after 
“te, insert Errecrive Darr.— 

Page 154, at the end of line 14, of the Senate engrossed amendments, 
strike out “and” and insert or; 

Page 154, beginning in line 19, of the Senate engrossed amendments, 
strike out “, the date of enactment of the Internal Revenue Code of 
1954”’; and in line 20, after the period, insert No interest shall be 
allowed or paid on any overpayment resulting from the amendments made 
by subsections (a) and (b) of this section. 

And the Senate agree to the same. 


Amendment numbered 229: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 229, and agree to the same with the following 
amendments: 
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Page 155 of the Senate engrossed amendments, in the matter 
following line 11, strike out “(3)” and insert (4); 

Page 155, line 15, of the Senate engrossed amendments, strike out 
“at the end thereof” and insert after section 1243 (as added by section 
57 of this Act) ; 

Page 155 of the Senate engrossed amendments strike out lines 18, 
19, and 20 and insert the following: 

““(a) GeneraL Rutze.—In the case of an individual, a loss on section 
1244 stock issued to such individual or to a partnership which would 
(but for this section) be; 

Page 156, line 24, of the Senate engrossed amendments, strike out 
“to the taxpayer”’; 

Page 157, line 5, of the Senate engrossed amendments, strike out 
“taxpayer sustains the loss on such stock”’ and insert loss on such stock 
is sustained; 

Page 161, lines 9 and 10, of the Senate engrossed amendments, strike 
out “partnership, trust,” and insert trust; 

Page 161, line 17, of the Senate engrossed amendments, strike out 
“3” and insert 203; 

Page 161 of the Senate engrossed amendments, strike out the last 
three lines and insert the following: 

(a) Attowance.—Paragraph (1), and so much of paragraph (2) as 
precedes the third sentence thereof, of section 172 (b) of the Internal 
Revenue Code of 1954 (relating to net operating loss deduction) are 
amended to read as follows: 

Page 162, line 18, of the Senate engrossed amendments, beginning 
with “carried”, strike out all through “‘year).”’ in line 23 and insert 
carried. ; 

Page 163, line 3, of the Senate engrossed amendments, beginning 
with ‘‘carried.”’, strike out all through line 18 and insert carried.” ; 

Page 163, line 22, of the Senate engrossed amendments, after 
““(h)”’, insert (as added by section 64 of this Act); 

Page 164, lines 3, 4, and 5, of the Senate engrossed amendments, 
strike out “‘the amount of such loss which may be carried to such year, 
computed without regard to this subsection,” and insert such net 
operating loss; 

Page 164, line 7, of the Senate engrossed amendments, after “‘year.’’, 
insert the following: In determining the amount carried to any other 
taxable year, the reduction for the third taxable year preceding the loss 
year shall not exceed the portion of the net operating loss which is carried 
to the third preceding taxable year. ; 

Page 164 of the Senate engrossed amendments, beginning with 
line 11, strike out all through line 2 on page 168. 

Page 168, line 3, of the Senate engrossed amendments, strike out 
“5” and insert 204; 

Page 168, line 8, of the Senate engrossed amendments, strike out 
“‘at the end thereof” and insert after section 178 (as added by section 
16 of this Act); 

Page 172, line 10, of the Senate engrossed amendments, strike out 
“6” and insert 205; 
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Page 173, line 1, of the Senate engrossed amendments, strike out 
**7” and insert 206. 
And the Senate agree to the same. 
W. D. Mis, 
N. J. Greeory, 
Aime J. Foranp, 
Dantet A. REED, 
Ricuarp M. Simpson, 
Managers on the Part of the House. 


Harry F. Byrp, 

Rost. S. Kerr, 

J. ALLEN F REAR, Jr., 

{DWARD MARTIN, 

JoHn J. WILLIAMS, 
Managers on the Part of the Senate. 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 8381) to amend the Internal Revenue Code of 1954 
to correct unintended benefits and hardships and to make technical 
amendments, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

Many of the Senate amendments made technical, clerical, clarifying, 
or conforming changes in the bill as passed the House. With respect 
to these amendments (1) the House either recedes or recedes with 
amendments which are technical, clerical, clarifying, or conforming 
in nature, or (2) the Senate recedes in order to conform to other 
action agreed upon by the committee of conference. 

The House bill (sec. 1 (c)) contained general effective date provi- 
sions. In addition, various sections of the bill contained special effec- 
tive date provisions. The Senate amendments generally changed 
these special effective dates. In general, the action agreed upon by 
the conferees conformed to the effective date provisions contained in 
the Senate amendments. 

In addition to the amendments of the nature described in the 
preceding paragraphs, the Senate amendments made a number of 
substantive changes. These changes, and the action agreed upon by 
the conferees, are explained below. 


Retirement income credit 


Amendment No. 6: The House bill amended section 37 of the 1954 
Code (relating to the retirement income credit) to remove certain 
differences between the application of such section to married indi- 
viduals residing in community-property States and those residing in 
common-law States. In general, the House bill provided for the re- 
moval of these differences by making the rules applicable with respect 
to common-law States apply with respect to community-property 
States. 

The Senate amendment in general provided for the removal of these 
differences by making the rules applicable with respect to community- 
property States apply with respect to common-law States. 

The House recedes with an amendment eliminating the provision 
from the bill, so that no change is made in existing law. 


Dealers in tax-exempt securities 


Amendments Nos. 7 and 9: Section 75 of the 1954 Code provides 
for the amortization of the premium on short-term municipal bonds 
by dealers in tax-exempt securities. Excepted from the provision are 
bonds disposed of within 30 days after the date of acquisition by the 
dealer, and bonds with the earliest maturity or call date more than 5 
years from the date acquired by the dealer. 

The House bill amended section 75 (b) (1) of the 1954 Code by 
deleting the exception to amortization in the case of bonds with earliest 
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maturity or call date more than 5 years after acquisition, and by 
providing that the exception for bonds which are disposed of within 
30 days after acquisition shall apply only where the amount realized 
on the sale of the bond (or the fair market value of the bond at the 
time of its disposition in some other manner) is greater than the ad- 
justed basis of the bond, computed without regard to any amortiza- 
tion of premium in the hands of the dealer under section 75. 

The Senate amendments restore the exception to amortization for 
bonds maturing more than 5 years after acquisition, but make the 
availability of such exception subject to the requirement that the 
bond be disposed of at a gain (just as in the case of a bond disposed 
of within 30 days). The Senate amendments also make a technical 
change relating to the time for making the adjustment under section 
75 in the case of bonds maturing more than 5 years after acquisition 
which are not disposed of at a gain. 

The House recedes. 

Statutory subsistence allowance received by police 

Amendment No. 11: This amendment struck out section 4 of the 
House bill which provided for the repeal of section 120 of the 1954 
Code effective for taxable years beginning after December 31, 1956. 

The House recedes with an amendment. Under the conference 
agreement the House provision repealing section 120 is restored, but 
the effective date of the repeal is applicable to taxable years ending 
after September 30, 1958. However, the repeal is applicable only 
with respect to amounts received as a statutory subsistence allowance 
for any day after September 30, 1958. 

Definition of dependent 


Amendment No. 12: Under the first sentence of section 152 (b)(3) 
of the 1954 Code, the term “dependent” does not include any indi- 
vidual who is not a citizen of the United States unless (in effect) 
such individual is a resident of the United States, Canada, Mexico, 
the Canal Zone, or the Republic of Panama. This provision does 
not apply to a child of the taxpayer born to him (or legally adopted 
by him) in the Philippine Islands before January 1, 1956, if the child 
is a resident of the Republic of the Philippines, and if the taxpayer 
was a member of the Armed Forces of the United States at the time 
the child was born to him or legally adopted by him. 

Under the Senate amendment, the first sentence of section 152 
(b)(3) of the 1954 Code also would not apply with respect to a child 
of the taxpayer legally adopted by him if, for the taxable year of the 
taxpayer, the child has as his principal place of abode the home of 
the taxpayer and is a member of the taxpayer’s household, and if the 
taxpayer is a citizen of the United States. 

The House recedes. 


Improper payments to officials of foreign countries 

Amendment No. 15: The Senate amendment adds a new section 
to the House bill which would deny a deduction under section 162 
of the 1954 Code (relating to deduction for trade or business expenses) 
for any expenses paid or incurred if the payment is made, directly or 
indirectly, to an official or employee of a foreign country, and if the 
making of the payment would be unlawful under the laws of the 
United States if such laws were applicable to such payment and to 
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such official or employee. The Senate amendment on only with 
respect to expenses paid or incurred after the date of the enactment. 
of the bill. The Senate amendment: specifically provides that no 
inference is to be drawn from the enactment of this provision, where 
payments on or before the date of enactment are involved. 

he House recedes. 


Facilities for primary processing of uranium ore or uranium concentrate 

Amendment. No. 18: The Senate amendment added a new section 
to the House bill which would amend section 168 of the 1954 Code 
(relating to amortization deduction for emergency facilities) to permit 
certifications with respect to facilities to be used to provide primary 
processing for uranium ore or uranium concentrate under a program 
of the Atomic Energy Commission for the development of new sources 
of uranium ore or uranium concentrate. Under the: Senate amend- 
ment, no such certificate shall be made with respect to any facility 
unless existing facilities for processing the uranium ore or uranium 
concentrate which will be processed by such facility are unsuitable 
because of their location. The Senate amendment also contained 
transitional provisions relating to the effect of applications for certifi- 
cates filed before the date of the enactment of the bill, or at any 
time within 3 months after such date of enactment. 

The House recedes. 


Unlimited deduction for charitable contributions by individuals 

Amendment No. 19: The Senate amendment adds a new section to 
the House bill which would amend section 170 (b) (1) (C) of the 1954 
Code (relating to unlimited charitable deduction for certain indi- 
viduals) to provide that instead of taking into account the amount of 
income tax paid during any year in determining whether for that year 
the individual’s charitable contributions plus income tax exceed 90 
percent of his taxable income, the individual can take into account the 
amount of income tax paid in respect of such year (so long as such 
amount is not included in any other year). 

Subsection (c) of the section added by the Senate amendment also 
adds two new sentences at the end of section 170 (b) (1) (C), as 
amended by subsection (a) of the new section. Although over a long 
period of years a taxpayer may make large charitable contributions, he 
may fail to qualify for the unlimited charitable deduction because his 
contributions, plus taxes, did not in one year reach the required 90 
percent of taxable income. This amendment would have permitted 
the taxpayer to combine any 2 years in the 10 years preceding the 
taxable year to determine whether the sum of the contributions and 
income taxes for such 2 years exceed 90 percent of the sum of the 
taxable incomes for such 2 years thereby permitting him to qualify for 
both of such two taxable years. 


The House recedes, with an amendment striking subsection (c) of 
the new section. 


Remainders to related persons in the case of certain charitable trusts 
Senate amendment No. 20: The House bill amended section 170 
(b) (1) of the 1954 Code to deny the charitable contribution deduction 
in the case of a trust, where the income is irrevocably payable for a 
charitable purpose for a period 2 years or more, and the grantor’s 
wife, children, or grandchildren, or other closely related members of 
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the grantor’s family, have a reversionary interest of more than 5 per= 
cent in the corpus or income of the trust. 

By Senate amendment deleted: this amendment to section 17@ 
(b) (1). 


The House recedes. 


Net operating loss deduction 


Amendment No. 31: The House bill amended section 172 of the 
1954 Code with respect to the effect of net operating losses carried to 
or through taxable years beginning in 1953 and ending in 1954 or 
beginning in 1954 and ending before August 17, 1954. 

he Senate amendment provides that if refund or credit of any 
overpayment resulting from the application of these amendments to 
section 172 of the 1954 Code is prevented on the date of the enactment 
of the bill or within 6 months after such date, by the operation of any 
law or rule of law (other than those relating to closing agreements and 
compromises), the refund or credit may be made or allowed if claim 
therefor is filed within 6 months after such date. No interest is to 
be paid or allowed on any overpayment resulting from the application 
of these. amendments to section 172. 

The House recedes. 


Assessments levied by soil or water conservation or drainage districts 
for certain depreciable property 

Amendment No. 32: The Senate amendment added a new section 
to the House bill which would amend section 175 of the 1954 Code 
(relating to soil and water conservation expenditures) to provide 
a deduction with respect to any assessment, levied by a soil or water 
conservation or drainage district after December 31, 1957, which, 
while otherwise qualified under section 175, is denied deduction under 
existing law solely by reason of the fact that the expenditures defrayed 
by the assessments were made for structures, appliances, and facilities 
of a character subject to the allowance for depreciation provided in 
section 167. The deduction is available to the owner of the land in 
respect of which the assessment is levied. The Senate amendment 
contained rules for ascertaining the amount of the deduction, rules 
restricting the eligibility for the deduction and its amount, and rules 
requiring appropriate basis adjustments. 

The conferees on the part of the House believe that there is much 
to be said for providing a deduction for assessments used by a water 
conservation or drainage district to acquire depreciable assets. 
However, the new section which would be provided by the Senate 
amendment would be complicated in operation for taxpayers and the 
Internal Revenue Service alike and raised problems of equity among 
taxpayers variously situated. For those reasons it was believed 
desirable to withhold this amendment at the present time in order 
that the problem might be given further study. 

The Senate recedes. 

Improvements on leased property 

Amendments Nos. 34 and 35: The House bill provided that in 
determining the amount allowable to a lessee for depreciation or 
amortization in respect of improvements made on the leased property 
or in respect of the cost of acquiring the lease, the term of the lease 
was to be treated as including any period for which the lease may be 
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renewed, extended, or continued pursuant to an option exercisable 
by the lessee, unless the lessee establishes that (as of the close of the 
taxable year) it is more probable that the lease will not be renewed, 
extended, or continued for such period than that the lease will be so 
renewed, extended, or continued. The House bill also provided that 
if a lessee and lessor are related persons at any time during the taxable 
year, the lease was to be treated as iedion a comet: of not less 
duration than the remaining useful life of the improvement. 

Senate Amendment No. 34 provides that the new statutory rule 
with respect to renewal periods is not to apply if the unexpired lease 
period (determined without regard to any unexercised option to renew) 
accounts for 60 percent or more of the useful life of the improvement. 
In the case of costs of acquiring a lease, the new provision is not to 
apply if 75 percent or more of this cost is attributable to the unex- 
pired lease period. Under Senate Amendment No. 35, however 
where the 60-percent or 75-percent exceptions apply, the renewal 
period still will be taken into account if the lease has been renewed 
or there is “reasonable certainty” that the option to renew the lease 
will be exercised. Senate Amendment No. 35 also includes among 
the persons defined as related persons for purposes of the new provision 
lessors and lessees who are corporations and members of an affiliated 


group which is eligible for filing a consolidated return (as defined in 
section 1504 of the 1954 Code). 
The House recedes. 


Increase in limitation on medical deduction for a taxpayer or his spouse 
who has attained age 65 and is disabled 


Amendment No. 38: Section 213 (c) of the 1954 Code (relating 
to maximum limitation on the deduction for medical, dental, etc., 
expenses) provides that the maximum deduction under section 213 for 
any taxable year shall be $10,000 in the case of a joint return or return 
of a head of a household or surviving spouse, and $5,000 in all other 
cases. 

Senate Amendment No. 38 adds a new subsection (g) to section 213 
to provide an increased maximum limitation where the taxpayer or 
his spouse has attained age 65 and is disabled. The new ceiling is to 
be $15,000 if the taxpayer has attained age 65 before the close of the 
taxable year and is disabled, or if his spouse has attained age 65 before 
the close of the taxable year, is disabled, and does not make a separate 
return for the taxable year. The new ceiling is to be $30,000 if both 
the taxpayer and his spouse have attained age 65 before the close of 
the taxable year and are disabled, but only if they file a joint return 
for the taxable year. Amounts paid during any taxable year for 
medical care of a qualified taxpayer (or of a qualified spouse), to the 
extent that they exceed $15,000, will not be taken imto account. 
Amounts paid for the medical care of individuals who do not qualify 
under the new provisions will still be subject to the maximum limita- 
tions contained in section 213 (c) of the 1954 Code. The Senate 
amendment provides that an individual is to be considered disabled 
for purposes of the new section 213 (g) (1) if he is unable to engage 
in any substantial gainful activity by reason of any medically deter- 
minable physical or mental impairment which can be expected to 
result in death or to be of long-continued and indefinite duration. 

The House recedes with a clerical amendment. 
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Deductions by corporations for dividends received 


Amendments Nos. 40, 41, and 42: The House bill added a new 
subsection (c) to section 246 of the 1954 Code under which the allow- 
ance of deductions for intercorporate dividends-received is denied 
where the dividend is on a share of stock sold or otherwise disposed of 
in any case in which the taxpayer has held such share for 10 days or 
less. Special rules are included in the bill in the case of certain prefer- 
ence dividends and for determination of holding periods. 

The Senate amendments change the 10-day period referred to above 
to a 15-day period. 

The House recedes. 


Gain or loss on sales or exchanges in connection with certain liquidations 


Amendment No. 46: Section 337 of the 1954 Code provides that if 
a corporation adopts a plan of complete liquidation, no gain or loss 
shall be recognized to the corporation from sales of property by the 
corporation after the adoption of the plan, if the corporation is 
completely liquidated within 12 months. Under section 337 (c) 
(2) (A), section 337 is made inapplicable to sales or exchanges by a 
corporation where the corporation is owned 80 percent by ‘conte 
corporation and where the basis of the property of the liquidatin 
corporation in the hands of the parent corporation is deneruitnad 
under section 334 (b) (1) of the 1954 Code. 

The Senate amendment adds a new section to the House bill which 
would add a new subsection (d) to section 337. Under this amend- 
ment, if a corporation adopts a plan of complete liquidation on or 
after January 1, 1958, and if section 337 (a) does not apply to sales or 
exchanges of property by such corporation solely by reason of the 
application of section 337 (c) (2) (A), then for the first taxable year 
of any shareholder (other than the parent corporation) in which he 
receives a distribution in complete liquidation 

(1) The amount realized by such shareholder on the distribu- 
tion shall be increased by his proportionate share of the amount 
by which the tax imposed by subtitle A of the 1954 Code would 
have been reduced if section 337 (c) (2) (A) had not applied, and 

(2) For purposes of the 1954 Code, such shareholder shall be 
deemed to have paid (on the last day prescribed by law for the 
payment of the tax imposed by subtitle A of such Code on such 
shareholder for such taxable year) an amount of tax equal to 
the amount of the increase described in paragraph (1). 

The House recedes with a clerical amendment. 

Collapsible corporations 

Amendment No. 47: Section 341 of the 1954 Code (relating to 
collapsible corporations) provides that under specified circumstances 
gain from the sale or exchange of stock of a collapsible corporation, 
from a distribution in partial or complete liquidation of a collapsible 
corporation, or from a distribution made by a collapsible corporation 
in an amount in excess of the basis of the stock, is to be treated as 
gain from the sale or exchange of property which is not a capital asset. 

The Senate amendment adds a new section to the House bill which 
would add a new subsection (e) to section 341 to provide four excep- 
tions under which gain will not be treated, by reason of section 341 
(a), as ordinary income. The four exceptions to the existing rules 
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applicable to collapsible corporations provided by this amendment 
relate to (1) sales or exchanges of stock (other than sales or exchanges 
to the issuing corporation or to certain related persons); (2) certain 
distributions in complete liquidation taxed as capital gains under 
section 331; (3) certain complete liquidations for which nonrecogni- 
tion treatment is provided under section 333; and (4) certain sales or 
exchanges of property under section 337 (relating to nonrecognition 
of gain or loss on sales or exchanges of corporate property in connection 
with certain complete liquidations). In order for a transaction to 
qualify for any of these 4 exceptions, the net unrealized appreciation 
on the ‘ordinary income” assets of the corporation (referred to in the 
amendment as “subsection (e) assets’) must not exceed 15 percent 
of corporate net worth. The “ordinary income” assets of a corpora- 
tion are those assets which, if sold at a gain, would result in the im- 
position of an ordinary income tax on the corporation. Under speci- 
fied circumstances, certain transactions will qualify only if the 15 
percent test is met after taking into account the net unrealized appre- 
ciation on assets of the corporation which, in the hands of certain 
shareholders, would be “ordinary income” assets, and the transactions 
with respect to certain other corporations in which certain sharehold- 
ers of the corporation in question have held stock. 

It is the understanding of the conferees that, in applying the defini- 
tion of subsection (e) assets, stock or securities hel he a corporation 
(hereinafter referred to as “Corporation A”) shall not be considered 
subsection (e) assets merely because a more than 20 percent share- 
holder is a dealer in stock or securities, if such shareholder holds his 
Corporation A stock in his investment account (pursuant to section 
1236 (a)). Therefore, the stock or securities held by Corporation A 
shall not be subsection (e) assets by reason of the more than 20 percent 
shareholder test unless, in the hands of such shareholder, the stock or 
securities held by Corporation A would, if held by such shareholder, 
constitute property gain from the sale of which would be considered 
ordinary income solely by reason of the application of section 341 as 
modified by this amendment. 

The House recedes with clerical amendments. 


Property received in certain corporate organizations and reorganizations 

Amendment No. 48: The House bill contains a provision amending 
section 358 of the 1954 Code (relating to tax-free exchanges) to spe- 
cifically provide for a downward adjustment of the basis of property 
received in the exchange where a loss to the taxpayer was recognized 
on such exchange. 
ca Senate amendment eliminated this provision from the House 

ill. 

The Senate recedes. 
Taxation of employee annuities 

Amendment No. 52: Under section 403 of the 1954 Code an annuity 
purchased by an employer for an employee, under a qualified non- 
discriminatory type of plan, is taxable at the time the employee 
receives the annuity payment rather than in the year the pry n>ats 
are made for the annuity by the employer. However, wi3ra tho 
employer is a tax-exempt educational, charitable, or religious orz12- 
ization, described in section 501 (c) (3) of the 1954 Code, this dafer- 
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ment of tax in the case of an employee is available with respect to 
annuities whether or not they are paid under a qualified nondiscrimi- 
natory type of plan. 

The House bill inserts a new subsection (b) in section 403 to provide 
that in the case of annuity contracts purchased for employees by 
organizations described in section 501 (c) (3), if the annuity contract 
does not come under a qualified nondiscriminatory plan and if the 
employee’s rights to the contract are nonforfeitable, the amount 
contributed by the employer is to be excluded from the gross income of 
the employee in the taxable year of the contribution only to the 
extent that the contribution does not exceed an “exclusion eens 
for the year. The “exclusion allowance” is 20 percent of the em- 
ployee’s compensation for the last full year of service, multiplied by 
the employee’s years of service, and reduced by the amounts con- 
tributed by the employer for annuity contracts for the employee 
which were excluded from the gross income of the employee in prior 
taxable years. The House bill also amended subsection (c) of section 
403 (as redesignated by the bill) for the purpose of providing that if 
the rights of an employee of an organization exempt from tax under 
section 501 or 521 were forfeitable at the time the employer made the 
contributions, the annuity was to be taxable at the time the employee’s 
rights changed from forfeitable to nonforfeitable. 

The Senate amendment makes no change in the new subsection (b) 
of section 403 of the 1954 Code, as inserted by the House bill. How- 
ever, the amendment (see the proposed section 403 (d)) changed the 
rule with respect to forfeitable rights under annuity contracis pur- 
chased by exempt organizations to clarify the tax treatment of these 
rights and to make the new rule apply only to the extent that the value 
of an annuity which becomes nonforfeitable after December 31, 1957, 
is attributable to amounts contributed by the employer after that 
date. This provision is effective for taxable years beginning after 
December 31, 1957. In addition, the Senate amendment extends to 
annuity contracts purchased by certain exempt organizations three 
tax benefits provided with respect to qualified pension plans: 

1. An exclusion from gross income of certain death benefits 
attributable to employer contributions. 

2. An exclusion from gross estate, for purposes of the Federal 
estate tax, with respect to employer contributions. , 

3. An exclusion from the gift tax base with respect to an 
employer’s contribution in the case of the exercise (or nonexercise) 
by an employee of an election as to survivor benefits. 

These additional benefits will be available only if the employer 
organization is described in section 501 (c) (3) of the 1954 Code and 
is exempt from tax, and is a religious organization (other than a 
trust), an educational organization which normally maintains a regu- 
lar faculty and curriculum and normally has a regularly enrolled body 
of pupils or students in attendance at the place where its educational 
activities are regularly carried on, or is an organization which receives 
a substantial part of its support from a governmental unit or from 
the general public. 

For a general explanation of the effect of the Senate amendment, 
see page 35 of the report of the Committee on Finance on the bill 
(Rept. No. 1983, 85th Cong.). For a technical explanation of the 
amendment, see page 147 of the report. 

The House recedes. 
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Prepaid income from newspaper and periodical subscriptions , 

Amendment No. 61: The Senate amendment added a new section 
455 to the 1954 Code, relating to prepaid subscription income. Under 
this new section, prepaid subscription income is to be included in the 
income of the publisher in the year in which he is under a aaoeieen 
furnish or deliver a newspaper, magazine, or other periodical. The 
deferral is to be available on an elective basis. The election may be 
made separately with respect to each trade or business, but cannot 
be made for one where the cash receipts and disbursements method of 
accounting is used. The election applies to all prepaid subscription 
income arising in the trade or business, except that the taxpayer need 
not defer income beyond the current year where the liability to fur- 
nish the newspaper, magazine, or other periodical does not extend-be- 
yond 12 months. An election once made is effective for all subse- 
quent years unless the Secretary or his delegate consents to a revéca- 
tion. ah 

The new section 455 (which would be added by the Senate amend- 
ment) also contains a subsection (e) which provides that taxpayers 
who haye in prior years reported prepaid subscription income.under 
an established and consistent méthod or practice of accounting for 
such income may continue to report such income in accordance with 
that method or practice. 

The Senate amendment also would have extended similar treatment 
to amounts received as dues or fees from members of a nonprofit cor- 
poration whose principal activity consists of providing ‘services to 
such members. 

The House recedes with an amendment deleting the Senate amend- 
ments relating to dues and fees contained in subsection (f) of section 
455 as contained in the Senate bill. 


Adjustments required by changes in method of accounting 

Amendment No. 64: Section 481 of the 1954 Code provides statu- 
tory rules with respect to adjustments required because of changes 
in methods of accounting. This section now requires the adjustments 
to be made in full to the extent that they are attributable to 1954 
Code years, but no adjustments are required in respect of pre-1954 
Code years. Under the House bill adjustments in respect of pre-1954 
Code years are required in the case of a change in the method of ac- 
counting initiated by the taxpayer. This proposed change in law is 
retained by the Senate amendment. 

The House bill provided that the net amount of any adjustment 
resulting in an increase in taxable income of more than $3,000 and 
attributable to pre-1954 Code years was to be taken into account 
ratably in the year of change and the 9 succeeding taxable years, but 
only if the taxpayer was engaged in the same trade or business for 9 
years before 1954. 

The Senate amendment provides that the full 10-year spread for 
pre-1954 Code year adjustments is to be available whether or not the 
taxpayer has been in the same trade or business for 9 years before 
1954. The Senate amendment also provides that where the year of 
change was a 1954-Code year ending before January 1, 1958, the tax- 
payer may elect to begin the 10-year spread with his first taxable 
year which begins after December 31, 1957. The Senate amendment 
also contains rules relating to cases where one or more of the taxable 
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years to which the adjustments may be spread are years with respect 
to which the assessment of a deficiency is barred. 

The House recedes. 

Amendment No. 66: The House bill would have made the 10-year 
spread rule (discussed above in connection with amendment. No. 64) 
the exclusive rule for pre-1954 positive adjustments of more than 
$3,000. The Senate amendment also makes available, on an elective 
basis, the alternative of spreading such adjustments under the method 
provided by paragraph (1) or (2) of section 481 (b) of the 1954 Code. 

The House recedes. 

Amendment No. 69: The Senate amendment contains a transitional 
rule permitting a taxpayer who, for a 1954-Code year ending before 
the date of the enactment of the bill, computed his taxable income 
under a method of accounting different from his method for the 
preceding taxable year to recompute his taxable income, beginning 
with the year of change, under the method used for such preceding 
taxable year. Such an election must be made within 6 months after 
the date of the enactment of the bill. It will not be available where the 
taxpayer and the Secretary of the Treasury or his delegate have 

eed to the terms and conditions for making a change in method 
of accounting applied for by the taxpayer, nor will it be available to 
a taxpayer who was required by the Secretary of the Treasury or his 
delegate, before the date of the enactment of the bill, to change his 
method of accounting. The House recedes. 

For a general explanation of amendments Nos. 64, 66, and 69, see 
page 44 of the report of the Committee on Finance on the bill. For 
a technical explanation, see page 159 of such report. 


Exemption of certain organizations of the type described in section 501 
(c) (14) 

Amendment No. 70: This amendment would have amended section 
501 (c) (14) of the Internal Revenue Code of 1954. Section 501 (c) 
(14) provides for exemption from income tax of certain nonprofit 
corporations and associations organized before September 1, 1951, 
and operated for the purposes of providing reserve funds for, and 
insurance of, shares or deposits in domestic building and loan associa- 
tions or certain banks. This amendment would have extended the 
exemption to qualifying corporations and associations which were 
organized on or after September 1, 1951, and before September 1, 
1957. The Senate recedes. 


Denial of exemption to organizations engaged in prohibited transactions 

Amendments Nos. 74 and 75: Section 503 (c) (1) of the 1954 Code 
(relating to prohibited transactions in the case of certain exempt 
organizations) provides that if any exempt organization subject to 
seétion 503 lends any part of its corpus or income to a person described 
in section 503 (c) without the receipt of adequate security and a 
reasonable rate of interest, it has engaged in a prohibited transaction 
(and, by reason of sec. 503 (a), it loses its exempt status). 

The House bill amends section 503 of the 1954 Code by adding at 
the end thereof a new subsection (h) which provides that certain trans- 
actions entered into by an employees’ trust described in section 401 (a) 
of the 1954 Code are not to be considered as loans made without the 
receipt of adequate security, but only if certain specified conditions 
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are met. Paragraph (4) of the new subsection (h) contained the con- 
dition that, in the case of an obligation acquired after November 8, 
1956, such obligation be issued pursuant to an indenture or other 
written agreement which provides that, if the issuer mortgages (or 
otherwise subjects to lien) substantially all of its property after the 
issuance of such obligation, such obligation will be secured by a 
preference no less adequate than that afforded by such mortgage 
(or lien). Senate amendment No. 74 struck out this condition. 

Senate amendment No. 75 adds a new subsection (i) to section 503 
of the 1954 Code. The provisions of the new subsection (i) are sub- 
stantially the same as the provisions which would have been added 
to the 1954 Code by H. R. 9049, which passed the House in the first 
session of this Congress. The new subsection (i) provides that section 
503 (c) (1) will not apply to a loan made by a trust described in section 
401 (a) to the employer (or to a renewal or continuation of such loan) 
if the loan bears a reasonable rate of interest and if: 

(1) The employer is prohibited (at the time of the making or 
renewal) by any law of the United States or regulation there- 
under from directly or indirectly pledging, as security for such a 
loan, a particular class or classes of his assets the value of which 
(at such time) represents more than one-half of the value of all 
his assets; 

(2) The making or renewal of the loan is approved in writing, 
by a trustee who is independent of the employer, as an investment 
which is consistent with the exempt purposes of the trust (and 
no other such trustee had previously refused to give such written 
approval) ; and 

(3) Immediately following such making or renewal, the aggre- 
gate amount loaned by the trust to the employer, without the 
receipt of adequate security, does not exceed 25 percent of the 
value of all the assets of the trust. 

The House recedes. 

Amendment No. 80: Under existing law, exempt organizations sub- 
ject to the unrelated business income tax must include in their gross 
income derived from an unrelated trade or business a percentage of 
the rentals derived from business leases of their rental property which 
is subject to an indebtedness. An exception provides that no lease 
shall be considered a business lease if it is entered into primarily for 
purposes which are substantially related (other than the need for 
income) to the exercise or performance of the functions which consti- 
tute the basis for the organization’s exemption. In discussing the 
scope of this exception, the Senate Finance Committee report on the 
Revenue Act of 1950 said: 


“Related” is defined in a similar fashion as in the case of a 
related trade or business and is, for example, intended to 
exclude from the application of this tax leases by tax-exempt 
hospitals of part of the hospitals to doctors’ associations to 
use as clinics. It is believed that leases of this type are en- 
tered into primarily to further the purpose of the exempt 
organization rather than to gain special benefits from tax 
exemption. 


The Senate amendment added a section providing that a lease to a 
medical clinic by a scientific organization engaged in medical research 
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of premises adjoining those occupied by such scientific organization is 
a lease primarily entered into for a purpose related to the organiza- 
tion’s exempt purpose, if the scientific organization utilizes the medical 
clinic for medical-research purposes by referring to the clinic’s case 
histories and by using the donated services of clinic doctors. The 
report of the Senate Tinenes Committee indicates that the specific 
problem presented to the committee was that of a medical-research 
foundation which leases a substantial portion of the building which it 
owns, and in which it is located, to a clinic of doctors. 

The Senate amendment is stricken under the conference agreement. 
The conferees believe it is a question of fact to determine whether 
the activities of the doctors’ clinic were substantially related to the 
exempt purposes of the foundation. If it can be established from 
the facts that the activities of the doctors’ clinic were relevant to the 
activities of the research foundation, existing law would carry out the 
purposes for which the amendment was designed and legislation 
would not be necessary. It was for this reason that the amendment 
was stricken. 

The Senate recedes. 

Licensed personal finance companies and lending companies 

Amendment No. 82: The Senate amendment added a new section 
to the House bill which would have amended section 542 (c) (6) (re- 
lating to the exception of certain licensed personal finance companies 
from the term “personal holding companies”) and section 542 (c) (7) 
(relating to the exception from such term of certain lending companies 
in small loan business directly regulated under State law). In addi- 
tion to the corporations excepted by existing paragraphs (6) and (7) 
the amendment would have excepted from the term ‘‘personal holding 
company”’ a corporation 80 percent or more of whose gross income is 
interest received from loans made to the wholly owned licensed per- 
sonal finance companies described in paragraph (6) or lending com- 
panies described in paragraphs (7) or which is interest otherwise 
described in such paragraphs. 

The Senate recedes. 


Rate of percentage depletion for certain gold mined in the United States 


Amendment No. 90: This amendment added a new section to the 
House bill amending section 613 (b) (2) (B) of the 1954 Code so as 
to provide a 23 percent depletion rate in the case of gold mined from 
deposits in the United States, but only where the principal mineral 
product of the taxpayer was gold ore. The amendment was to apply 
to taxable years beginning after December 31, 1957. 

The Senate recedes. 


Definition of property for purposes of the depletion allowance 
Amendment No. 94: Section 32 of the House bill amended section 
614 of the 1954 Code to provide, in effect, that any taxpayer could 
treat any mineral property as if section 614 of the 1954 Code had not 
been enacted and as if the 1939 Code rules pertaining to the definition 
of property continued to apply. Senate amendment 94 limits the 
application of section 32 of the House bill to operating mineral 
interests in the case of oil and gas wells. The amendment further 
rovides a new set of rules which are applicable to operating mineral 
interests except in the case of oil and gas wells and to all nonoperating 
mineral interests. 
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These new rules for operating mineral interests except in the case 
of oil and gas wells are applicable to taxable years beginning after 
December 31, 1957, except that for any operating unit, the taxpayer 
may elect to apply the new rules starting with the first 1954 Code 
year for which assessment of a deficiency is not prevented by any 
law or rule of law on the date of enactment of the Technical Amend- 
ments Act of 1958. The new rules for nonoperating mineral interests 
are applicable to taxable years beginning after December 31, 1957, 
except that the taxpayer may elect to apply such new rules with 
respect to taxable years beginning before January 1, 1958, to which 
the 1954 Code is applicable. 

The new rules applicable to operating mineral interests except in the 
case of oil and gas wells provide that a taxpayer may make any number 
of aggregations within an operating unit so long as each aggregation 
contains all of the mineral interests that comprise a complete mine or 
mines. Any mineral interest which subsequently becomes a part of an 
aggregated mine must also be included in such aggregation. Such 
new rules further provide that where a single mineral deposit repre- 
senting a single mineral interest is being developed or operated by 
means of two or more mines, such single mineral interest may be 
treated as more than one property. For purposes of the amendment, 
the term “mine’”’ includes a quarry, pit, frasch-process sulfur mine, 
and natural brine mine. The number of Frasch-process sulfur wells or 
natural brine wells which constitute a mine is to be determined upon 
the basis of the facts and circumstances of the particular case. 

Section 614 of existing law provides that the election to aggregate 
operating mineral interests is to be made for the taxable year of the 
first exploration expenditure. The amendment amends section 614 
to provide that, in the case of mines, the taxpayer may wait until the 
time of his first development expenditure to elect to aggregate operat- 
ing mineral interests. The amendment provides, however, for a re- 
computation of tax for a prior taxable year or years as though the 
operating mineral interests had been aggregated at the time of the 
first exploration expenditure and for a recovery of any tax saving 
disclosed by such recomputation. It is intended that all items affect- 
ing such recomputation, such as exploration expenditures and ad 
valorem taxes previously deducted with respect to the separate mineral 
interests aggregated, be taken into account. 

In the case of nonoperating mineral interests, section 614 of existing 
law provides that the Secretary or his delegate may permit aggrega- 
tion, but only if the nonoperating mineral interests are contiguous 
and if a showing is made that undue hardship will result to the tax- 
payer unless aggregation is permitted. The amendment provides that 
the Secretary or his delegate shall permit the aggregation of non- 
operating mineral interests if such interests are adjacent (in reasonably 
close proximity to each other) rather than contiguous provided that 
the taxpayer makes a showing that a principal purpose of the proposed 
aggregation is not the avoidance of tax. 

he House recedes with a clerical amendment. 


‘reatment of dividends of regulated investment companies whose assets 
consist mainly of State and local obligations 


Amendment No. 96: This amendment added a new section to the 
House bill amending subchapter M of chapter 1 of the 1954 Code to 
permit a regulated investment company, the bulk of whose assets is 
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invested in State or local securities, to pass on the tax-free interest it 
receives from such securities to its shareholders in the form of exempt- 
interest dividends. This treatment is to be available only where 90 
percent of the value of the assets of the regulated investment company 
represents cash and cash items and obligations of State and i cal 
governments the interest on which is excludable from gross income 
under section 103 (a) (1) of the 1954 Code. Also for a regulated in- 
vestment company to qualify for this tax treatment the amount of 
interest excludable for the taxable year under section 103 (a) (1) must 
exceed 95 percent of such company’s gross income (including such 
interest as gross income, and excluding gains from the sale or other 
disposition of capital assets). In other respects, the requirements 
which must be met by one of these companies are essentially the same 
as are required of regulated investment companies generally. One of 
these companies must distribute 90 percent of the investment com- 

any income to qualify for the pass-through treatment, and the share- 

olders must be informed in writing not la ter than 30 days after the 
close of the regulated investment company’s taxable year of the amount 
of tax-exempt interest they are deemed to have received. Under the 
amendment, this provision would be effective with respect to taxable 
years of regulated investment companies beginning after the date of 
the enactment of the bill. 

The Senate recedes. 


Transactions in regulated investment company shares around time of 
distributing capital-gain dividends or erempt-interest dividends 
Amendment No. 100: The House bill amended section 852 (b) of 
the 1954 Code (relating to taxation of regulated investment com- 
panies and their shareholders) to provide that where a shareholder of 
a regulated investment company is required, with respect to any 
share, to treat any amount as a long-term capital gain under sub- 
paragraph (B) or (D) of section 852 (b) (3) of such code, and where 
such share is held by the taxpayer for less than 31 days, then any 
loss on the sale or exchange of such share shall (to the extent of the 
amount so treated as a long-term capital gain) be treated as loss from 
the sale or exchange of a capital asset held for more than 6 months. 
The Senate amendment incorporates this provision, but adds a similar 
rule with respect to stock in regulated investment companies special- 
izing in investments in tax-exempt State and local oblizations. (See 
amendment No. 96.) Under Senate amendment No. 100, where stock 
in such a company is held for not more than 30 days and in that period 
an exempt-interest dividend becomes payable, then any loss on the 
sale or exchange of the stock will not be recognized to the extent of 
the amount of the exempt-interest dividend excludable from the tax- 
payer’s gross income under section 103 (a) (1) of the 1954 Code. 
The Senate recedes. 


Special method of taxation for real-estate investment trusts 


Amendment No. 103: This amendment added a new section to the 
bill. The new section added at the end of subchapter M of chapter 1 
of the 1954 Code (relating to regulated investment companies) a 
new part II dealing with real-estate investment trusts. Under the 
new part II, real-estate investment trusts would have qualified for 
tax treatment similar to that now available to regulated investment 
companies. 

The Senate recedes. 
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Carryback and carryover of foreign tax credit 


Amendment No. 109: The House bill provides for the carryback 
and carryover of the foreign tax credit allowed by section 901 of the 
1954 Code. The House bill adds a new subsection (c) to section 904 
of the 1954 Code (relating to the limitation on the foreign tax credit) 
to provide that any excess of the taxes paid or accrued to any foreign 
country (or possession of the United States) for any taxable year be- 
ginning after December 31, 1956, over the amount allowable as a credit 
under the per-country limitation of section 904 may be carried back 
to the 2 preceding taxable years and then carried forward to the 5 suc- 
ceeding taxable years. The bill does not, however, allow a carryback 
to any taxable year beginning before January 1, 1957. The House 
bill also adds a new subsection (g) to section 6611 of the 1954 Code 
(relating to interest on overpayments) so as to restrict the interest on 
an overpayment resulting from a carryback under new section 904 (c) 
of tax paid or accrued to a foreign country or possession of the United 
States. The Senate amendment eliminated these amendments made 
by the House bill. Under the conference agreement, the provisions 
of the House bill are adopted, with changes in the effective dates. 
Basis of property acquired by gift 

Amendment No. 110: The Senate amendment adds a new section 
to the House bill which would amend section 1015 of the 1954 Code 
(relating to basis of property acquired by gifts and transfers in trust) 
by adding a new subsection (d) thereto. Subsection (d) (1) (A) will 
increase the basis of property acquired by gift on or after the date 
of enactment of the bill by the amount of gift tax paid under chapter 
12 of the 1954 Code in connection with the making of the gift. ow- 
ever, any increase in basis under this subsection cannot increase the 
basis of the property above the fair market value of the property at 
the time the gift is made. Subsection (d) (1) (B) will inerease the 
basis of property acquired by gift before the date of enactment of 
the bill by the amount of the gift tax paid under chapter 12 of the 
1954 Code or the corresponding provisions of prior law in connection 
with the making of the gift, provided the property has not been sold, 
exchanged, or otherwise disposed of before that date. However, any 
such increase in basis under this subsection cannot exceed an amount 
equal to the amount by which the fair market value of the property 
at the time of the gift exceeded the basis of the property in the hands 
of the donor at the time of the gift. 

The House recedes. 


Condemnation of real property held for productive use in trade or business 
or for investment 

Amendment No. 113: This amendment added a new section to the 
bill which would amend sections 1033 (involuntary conversions) and 
1034 (sale of residence) of the 1954 Code. 

Under the existing provisions of section 1033, in order for there 
to be nonrecognition of gain on an involuntary conversion of property, 
the property must be converted into property which is similar or 
related in service or use to the converted property (or, within a 
prescribed period of time, replaced either with such similar property 
or with stock resulting in the acquisition of control of a corporation 
owning such similar property). 
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The new section would amend section 1033 of the 1954 Code to 
provide an additional rule in cases where real property (not including 
stock in trade or other property held primarily for sale) held for produc- 
tive use in trade or business or for investment is compulsorily or in- 
voluntarily converted as a result of its seizure, requisition, or con- 
demnation, or threat or imminence thereof. In such cases the non- 
recognition of gain provided for in section 1033 will apply if the prop- 
erty is converted into (or, within the prescribed period of time, saaianed 
by) property of a like kind to be held either for productive use in 
trade or business or for investment. This additional rule does not 
apply to the purchase of stock in the acquisition of control of a corpora- 
tion described in section 1033 (a) (3) (A). The provision applies only 
if the disposition of the converted property occurs after December 31, 
1957. 

The new section would amend section 1034 (i) of the 1954 Code to 
give taxpayers whose personal residences are involuntarily converted 
and replaced an option to come under the involuntary conversion pro- 
visions of section 1033 or under the rules relating to sale of personal 
residences contained in section 1034. 

The House recedes with a clerical amendment. 

Casualty losses sustained upon certain insured property 

Amendment No. 117: This amendment adds a new section to the 
bill which amends section 1231 (a) of the 1954 Code (relating to 
property used in the trade or business and involuntary conversions) by 
adding at the end thereof a new sentence. The new sentence provides 
that section 1231 (a) is not to apply, in the case of any property used 
in the trade or business (or in the case of any capital asset held for 
more than 6 months and held for the production of income), to any 
loss arising from casualty or theft in respect of which the taxpayer is 
not compensated for by insurance in any amount. The effect of this 
provision is to treat such losses as ordinary losses, and not to offset 
them against gains which might otherwise be treated as capital gains. 
The provision is to apply to taxable years beginning after December 
31, 1957. 

The House recedes with a clerical amendment. 


Bonds issued at discount 


Amendment No. 119: Under section 1232 (a) (2) (A) of the 1954 
Code, in the case of the sale or exchange of bonds or other evidences 
of indebtedness which are issued with an “original issue discount,”’ 
any gain realized is to be treated as ordinary income to the extent 
that it does not exceed an amount which bears the same ratio to the 
“original issue discount’’ as the number of complete months which 
the bond or other evidence of indebtedness was held by the taxpayer 
bears to the number of complete months from the date of original 
issue to the date of maturity. 

The House bill amended this provision to provide that any gain 
realized is to be treated as ordinary income, to the extent that it does 
not exceed the ‘original issue discount.”” Under the House bill, this 
new rule would have applied for taxable years ending after November 
7, 1956, but only with respect to dispositions after that date. 

Under the Senate amendment the new rule contained in the House 
bill will not be applied if at the time of the original issue there was no 
intention to call the bond or other evidence of indebtedness. In such 
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a case, the rule contained in existing law would continue to apply. 
Under the Senate amendment, the new provision will apply to tax- 
able years ending after December 31, 1957, but only with respect to 
dispositions after that date. 

The House recedes. 


Short sales 


Amendment No. 125: The House bill added a fourth paragraph to 
section 1233 (e) of the 1954 Code (relating to gains and losses from 
short sales) to provide that, in the case of a dealer in securities who 
sells a security short and closes such sale more than 20 days later, the 
holding period of substantially identical property which he has held 
in his investment portfolio for less than 6 months is to be considered 
to begin on the date of the closing of the short sale, or the date on 
which he disposes of the substantially identical property, whichever 
occurs first. Under the House bill the amendment was to apply to 
short sales made after October 24, 1956. 

The Senate amendment revises this provision so as to restrict its 
application to stock, bonds or other evidences of indebtedness con- 
vertible into stock, and evidences of an interest in (or right to sub- 
scribe to or purchase) stock, or bonds or other evidences of indebted- 
ness convertible into stock. Under the Senate amendment, this 
provision applies to short sales made after December 31, 1957. 

The House recedes. 

Sale or exchange of patents 


Amendment No. 130: Section 1235 of the 1954 Code provides that 
the sale of a patent by the inventor, or certain other persons, generally 
is to receive capital-gains treatment. This capital-gains treatment is 
not available, however, where the patent is sold to certain specified 
related persons. The rules provided in section 267 (b) of the 1954 
Code are generally followed in determining what constitutes a related 
person for purposes of this provision. These rules use a 50-percent 
test in determining relationship where a corporation is involved. 

Under the House bill this provision was amended to provide that 
the capital-gains treatment provided by section 1235 would not be 
available where the person selling patent rights owns 25 percent or 
more of the stock of the purchasing corporation (instead of where he 
owns 50 percent or more, as is provided by existing law). The Senate 
amendment restored the 50-percent test of existing law. 

The Senate recedes. 

Amendment No. 134: This amendment adds a new provision not 
appearing in the House bill setting forth three special rules with 
respect to taxation of small-business investment companies operating 
under the Small Business Investment Act of 1958. The amendment 
adds new sections 1242 and 1243 at the end of part IV of subchapter 
P of chapter 1 of the Internal Revenue Code of 1954. 

The new section 1242 provides that if a loss is on stock of such a 
company and such loss would otherwise be considered as a loss from 
the sale or exchange of a capital asset, then such loss shall be treated 
as a loss from the sale or exchange of property which is not a capital 
asset. For purposes of section 172 of the 1954 Code (relating to the 
net operating loss deduction), the loss is considered as a loss attributa- 
ble to a trade or business. 
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The new section 1243 provides that if a small-business investment 
company incurs a loss on convertible debentures (including stock 
received pursuant to the conversion privilege) acquired pursuant to 
section 304 of the Small Business Investment Act of 1958 it is to be 
treated as an ordinary loss where it would otherwise be treated as a 
loss on the sale or exchange of a capital asset. 

The amendment also modifies section 243 of the code allowing in 
the case of a small-business investment company operating under the 
Small Business Investment Act of 1958 a 100-percent dividend- 
received deduction (rather than the 85-percent deduction allowed 
corporations generally) with respect to dividends received from taxable 
domestic corporations. 

The House recedes with a clerical amendment. 


Amounts received as damages for injuries under the antitrust laws 

Amendment No. 135: This amendment adds a new section which 
wehyors that if an amount representing damages is received or accrued 

y a taxpayer as a result of an award in, or settlement of, a civil action 
brought under the provisions of section 4 of the Clayton Act for 
injuries sustained by the taxpayer under the antitrust laws, then the 
tax attributable to the inclusion of such amount in gross income in 
the taxable year of receipt or accrual shall not exceed the aggregate of 
the increases in tax which would have resulted had such amount been 
received ratably over the period beginning with the first month in 
which the injuries were sustained and ending with the month in which 
such amount is received or accrued. 

The House recedes with an amendment changing the period over 
which the amount received by the taxpayer is to be spread to the 
period during which the injuries were sustained by the taxpayer. 
Mitigation of effect of limitations 

Amendment No. 137: This amendment adds a new paragraph to 
section 1312 of the 1954 Code to provide for an adjustment under 
section 1311 in a case in which a determination (as defined in sec. 
1313 (a)) allows or disallows a deduction (including a credit) in com- 
puting the taxable income (or, as the case may be, net income, normal 
tax net income, or surtax net income) of a corporation, and a correla- 
tive deduction or credit has been erroneously allowed, omitted, or 
disallowed, as the case may be, in respect of a related taxpayer 
described in section 1313 (ec) (7). 

The House recedes. 


Computation of tax where taxpayer restores substantial amount held 
under claim of right 

Amendment No. 142: Under section 1341 of the 1954 Code, if a 
taxpayer must restore a substantial amount, which had previously 
been included in income under a claim of right, his tax for the year of 
restoration is computed on the basis of allowing a deduction for the 
restoration or alternatively of computing the decrease in tax for the 
year of inclusion as if the iaclusion had not been effected and reducing 
the current year’s tax by that decrease, whichever computation results 
in the lesser tax. Existing law does not make it clear, if the alter- 
native computation is followed, that the amount of the restoration is 
not to be taken into account, for example, in computing a net operating 
loss for the year of restoration. The House bill provides that, if the 
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alternative method of computation is followed, the amount of the 
restoration is not to be taken into account for any purpose except 
such computation. 

The Senate amendment makes three changes. First, an omission 
of the 1954 Code is remedied, by insuring that in computing the 
decrease in tax under the alternative method the World War II 
excess profits tax provisions will be taken into account. Secondly, 
although inventory items, etc., are generally excepted from the 
operation of section 1341, refunds or repayments made by regulated 
public utilities, required to be made by the regulatory body, do not 
come within the exception. The Senate amendment extends this 
treatment to refunds or repayments made by order of court or in 
settlement of litigation, or under the threat or imminence of ltiga- 
tion. Thirdly, the Senate amendment provides for the appiication 
of section 1341 to repayments, made pursuant to price redetermina- 
tion provisions contained in subcontracts, to which section 1481 does 
not apply solely because the repayment involved is not made to 
the United States or an agency thereof. 

The House recedes. 


Mitigation of effect of price redeterminations of subcontracts subject to 
renegotiation 

Amendment No. 146: The Senate amendment adds a new section 
1482 to the 1954 Code, relating to the tax treatment of payments 
made because of price redeterminations under subcontracts subject 
to statutory renegotiation. The amendment would fill a gap which 
exists under present law because of the limited application of section 
1481, which provides relief to taxpayers whose prime contracts with 
the United States are renegotiated. Frequently, however, subcon- 
tracts under such contracts are subject to price redeterminations, and 
distortion because of tax rate changes results when a repayment is 
made as a result of a redetermination. The amendment provides 
that where a payment is made because of a price redetermination the 
tax of both payor and payee shall be recomputed, for the taxable 
year in which the original payment of price under the subcontract 
was made, as if the original payment had not been made to the extent 
that payment is returned as a result of the price redetermination. 
The resulting overpayment or deficiency, as the case may be, would, 
however, be treated as an overpayment or deficiency for the taxable 
year in which payment is made pursuant to the price redetermination. 
The amendment will apply only to subcontracts subject to statutory 
renegotiation, and only to the extent section 1481 does not apply. 
Only subcontracts entered into after December 31, 1957, will be 
covered by the amendment. 

The House recedes with a clerical amendment. 
Revocation of election permitting certain proprietorships and partnerships 

to be taxed as corporations 

Amendments Nos. 148 and 161: Section 1361 of the 1954 Code 
permits certain unincorporated business enterprises to elect to be 
treated for tax purposes as corporations. ‘The House bill repealed 
section 1361 and section 1504 (b) (7) (relating to definition of includible 
corporation), effective with respect to taxable years beginning after 
December 31, 1957. The Senate amendment deletes this provision. 
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The House bill provided that a statement of election to be taxed as 
a corporation under section 1361 filed in accordance with regulations 
prescribed by the Secretary of the Treasury or his delegate shall be 
treated as a valid election, but that the election may be revoked 
within a prescribed period. The House bill also tolled the sta ute of 
limitations on assessments of deficiencies and credits or refunds of 
overpayments attributable to an enterprise which has made an 
election under section 1361. The Senate amendment makes these 
provisions inapplicable to any statement of election which has been 
withdrawn with the permission of the Secretary or his delegate 
before the date of enactment of the bill. 

The House recedes. 


Election of certain small business corporations 


Amendment No. 163: This amendment adds a new subchapter S 
(consisting of secs. 1371-1377) to the code. Subchapter S is applicable 
to a “small business corporation” which elects not to be subject to 
the income tax imposed by chapter 1 of the code and to the share- 
holders of such corporation. Where the tax treatment provided by 
this subchapter is elected, the shareholders include in their own income 
for tax purposes the current taxable income of the corporation, both the 
portion which is distributed and that which is not. Neither type of 
income in this case is eligible for a dividend received credit or exclusion. 
Generally, this income is treated as ordinary income to the share- 
holder without the retention of any special characteristics it might 
have had in the hands of the corporation. However, in the case of 
long-term capital gains the character carries over to the shareholder 
level. 

If a shareholder has been taxed on corporate earnings which were 
not at that time distributed, and the corporation in a subsequent year 
distributes these earnings to such shareholder, no further tax is re- 
quired from the shareholder at that time with respect to such earnings. 
The net operating losses of the small business corporation are passed 
through currently to the shareholder. There is no carryover or carry- 
back at the corporate level of operating losses to or from a year with 
respect to which this special treatment has been elected. At the 
individual level these corporate losses are to be treated in the same 
manner as any loss which the individual might have from a proprie- 
torship. 

Where this special treatment has been elected the basis of a share- 
holder’s stock is increased for any of the corporate earnings taxed to 
him which are not then distributed, although this basis is subsequently 
reduced if these taxpaid corporate earnings are distributed. The basis 
of the stock of a shareholder is also reduced for any corporate losses 
which are passed through to him. The losses that he may take, how- 
ever, are limited to the basis he has for the stock. 

The right to elect the treatment provided under this new subchapter 
is limited to domestic corporations which are not eligible to file a 
consolidated return with any other corporation. Also, they must not 
have more than 10 shareholders, their shareholders must all be individ- 
uals (or an estate), no nonresident aliens may be shareholders, and the 
corporation may not have more than 1 class of stock. 

As election may be made to apply the tax treatment provided by 
this new subchapter only if all of the shareholders consent to this 
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election. For this purpose the shareholders are those of record as of 
the first day of the taxable year in question, or if the election is made 
after that time, shareholders of record when the election is made. 
An election to come under this provision must be made in a 2-month 
interval, either in the first month before the beginning of the taxable 
year for which the election is to be made or in the first month of that 
year. (A longer period of time, up to 90 days after the date of 
enactment of this bill, is allowed for the first taxable year oe 
after December 31, 1957.) Once this provision is elected it is effective 
not only for the taxable year but also for all subsequent years although 
this election may be terminated. 

The election provided by subchapter S can be terminated in any 
one of several ways. However, if an election has been terminated 
or revoked, the corporation (or any successor) is not to be eligible to 
elect this treatment until its fifth year after the beginning of the year 
in which the termination or revocation is effective. The Secretary or 
his delegate is given the authority to make exceptions to this limita- 
tion, however. 

The House recedes with a clerical amendment. 


Income taxes paid under contract 


Amendment No. 208: The House bill provided that where a lease 
was entered into before January 1, 1952, between corporations, and 
under the lease, the lessee is obligated to pay or reimburse the lessor 
for any part of the tax imposed by chapter 1 of the 1939 Code with 
respect to the rentals derived under the lease, gross income of the 
lessor includes the rentais and any tax imposed by such chapter with 
respect to such rentals. It further provided that the lessee shall be 
allowed to deduct the amount of the rentals, the tax on such rentals, 
and the tax on such tax. The Senate amendment provides that where 
a contract (including a lease) was entered into before January 1, 1952, 
between corporations, and under the contract, one party (the payor) 
is obligated to pay or reimburse another party (the payee) for any 
part of the tax imposed by chapter 1 of the 1939 Code with respect to 
the income derived under the contract, gross income of the payee 
includes the income so derived and any tax imposed by such chapter 
with respect to such income. The Senate amendment also provides 
that the payor will not be able to deduct any payment or reimburse- 
ment of Federal income tax imposed which, without the benefit of 
this provision, would have to be capitalized rather than deducted. 
The Senate amendment applies to a contract to which the payor and 
the payee are parties. It has no application to that part of a contract 
which provides for payment of Federal income taxes on income which 
is not derived under the contract by the payee. 

The House recedes. 

Certain recapitalizations of railroad corporations 

Amendment No. 211: This amendment would have added a new 
subsection (c) to section 723 of the 1939 Code (relating to the com- 
putation of equity invested capital in special cases under the World 
War II excess-profits tax). 

Section 760 of the 1939 Code (relating to the computation of equity 
invested capital in connection with certain exchanges) provided, in 
general, that where the assets of a corporation were transferred to 
another corporation in a tax-free reorganization, the equity invested 
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capital of the old corporation was carried over to the new corporation 
for purposes of determining its excess-profits credit. It has been 
held, however, that section 760 is ‘nagelinsiale where a railroad cor- 
poration was reorganized by means of a recapitalization, with the 
result that the equity invested capital of such a corporation may 
be reduced. 

The Senate amendment provided that where a railroad corporation 
has been recapitalized after December 31, 1938, in a bankruptcy or 
receivership proceeding, the equity invested capital of the corporation, 
at the election of the taxpayer, will be determived as if the assets of 
the corporation had been transferred to a new corporation in a trans- 
action to which section 760 of the 1939 Code applied. 

The Senate recedes. In striking this amendment it was the under- 
standing of the managers on the part of the House that this action 
taken is without prejudice as to the merits of the Senate amendment. 
Bequests, etc., to surviving spouse 

Amendment No. 212: The Senate amendment adds a new section 
to the House bill which would amend section 812 (e) (1) (F) of the 
1939 Code (relating to bequests, etc., to surviving spouse in trust with 
power of appointment). 

Section 812 (e) of the 1939 Code allows as a deduction from the 
gross estate certain property interests passing to the decedent’s 
surviving spouse. With several exceptions, no deduction is allowable 
under that section in the case of terminable interests. Paragraph 
(1) (F) of subsection (e) provides an exception to this rule in the case 
of certain terminable interests provided a number of conditions are 
met. Two important conditions are (1) that the transfer be in trust, 
and (2) that the surviving spouse be given all the income from the 
corpus of the trust during her life and a complete power to appoint 
the entire remainder of the corpus of the trust to herself or to her 
estate. These two conditions were relaxed in section 2056 (b) (5) 
of the 1954 Code so that (1) the transfer need not be in trust and 
(2) the rights to the income and corpus of the surviving spouse need 
extend only to a portion of the transferred property (in which case 
that portion would qualify for the deduction). Under the Senate 
amendment, the more lenient rules contained in the 1954 Code are 
made applicable with respect to decedents dying after April 1, 1948, 
and before August 17, 1954, which is substantially the period covered 
by the 1939 Code. The amendment further provides that if refund 
or credit of any overpayment resulting from the application of such 
amendment was prevented on the date of the enactment of the bill, 
or at any time within 1 year from such date by the operation of any 
law or rule of law (other than those relating to closing agreements 
and compromises), refund or credit of such overpayment may, never- 
theless, be made or allowed if claim therefor is filed within 1 year 
after the date of enactment of the bill. No interest shall be allowed 
or paid on anv overpayment resulting from the application of this 
amendment. 

The House recedes with a clerical amendment. 


Basis of property acquired in certain railroad reorganizations 
Amendment No. 218: The House bill amends section 372 of the 


1954 Code (relating to basis in connection with certain receivership 
and bankruptcy proceedings) by adding thereto a new subsection (b) 
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which provides for a mandatory adjustment to the basis of certain 
retirement-straight line property acquired in certain reorganizations 
for depreciation sustained before March 1, 1913. The amendment 
of section 372 applies to taxable years beginning after December 31, 
1955. 

The Senate amendment provides that the amendment of section 372 
is not to apply to any taxpayer if, before the date of enactment of 
the bill, there has been a determination, for any taxable year, of the 
adjusted basis of the taxpayer’s retirement-straight line property of 
the type described in new section 372 (b), by the Tax Court or other 
court of competent jurisdiction, in any proceeding in which the court’s 
decision became final after December 31, 1955, and which established 
the taxpayer’s right to use the straight-line depreciation method with 
respect to such property for any taxable year. 

The House recedes. 


Extension for filing claims for refunds relating to educational expenses 

Amendment No. 219: This amendment which adds a new section 
to the House bill, extends the period for filing claims for refund or 
credit relating to educational expenses paid or incurred for the tax- 
payer’s first taxable year beginning after December 31, 1953, and 
ending after August 16, 1954, provided such claims are not prevented 
by operation of section 7121 or 7122 of the Internal Revenue Code of 
1954 (relating to closing agreements and compromises). 

The House recedes with a clerical amendment. 
Deductibility of accrued vacation pay 

Amendment No. 220: The Senate amendments provide that a de- 
duction under section 162 of the 1954 Code on account of accrued 
vacation pay shall not be denied for any taxable year ending before 
January 1, 1961, solely by reason of the fact that during the taxable 
year (1) the liability for the vacation pay to a specific person has not 
been clearly established, or (2) the amount of the liability to each 
individual is not capable of computation with reasonable accuracy, 
provided the employee has performed certain qualifying service. 

The House recedes with a clerical amendment. 


Moving expenses of employees 


Amendment No. 221: This amendment, for which there is no 
corresponding provision in the House bill, would have provided an 
exclusion from gross income of amounts received after December 31, 
1949, and before enactment of this bill as reimbursement for moving 
expenses of new employees of certain corporations formed exclusively 
to operate laboratories for the Atomic Energy Commission. The 
exclusion would have been limited to the actual moving expenses 
paid or incurred by the employee, and it would have been denied to 
any employee who was advised, at the time of his employment, by an 
authorized representative of the corporation, that such reimbursement 
would be includible in gross income. 

The Senate recedes. 


Extension of time for making refund of overpayments of income tax 
resulting from erroneous inclusion of certain compensation for 
injuries or sickness 

Amendment No. 222: This amendment adds a new section to the 

House bill which extends the time within which refunds may be made 
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for overpayments of income tax resulting from the erroneous inclusion 
in gross income of certain compensation for iniuries or sickness, if a 
claim for credit or refund of such overpayment was filed after Decem- 
ber 31, 1951, and within the time prescribed by law. 

The House recedes. 


Amounts received by certain motor carriers in settlement of claims against 
the United States 

Amendment No. 223: This amendment provides that amounts re- 
ceived in settlement of any claim against the United States arising out 
of the “taking’”’ by the United States under Executive Order 9462 of 
possession or control of any motor carrier transportation system, shall, 
at the election of the taxpayer, be deemed to be income received or 
accrued in the taxable years during which such motor carrier system 
was in the possession or control of the United States. The Senate 
amendment also provides that the period for assessing any deficiency 
resulting from the application of this amendment shall not expire 
prior to 1 year after the date on which the taxpayer makes his election, 
and that no interest shall be assessed or collected for any period prior 
to March 15, 1953, with respect to that part of any deficiency which 
is attributable to the inclusion of income by reason of the application 
of this amendment. 

The House recedes with a clerical amendment. 


Reasonable cause for failure to file return 


Amendment No. 224: This amendment provides a new application 
of the second sentence of section 106 of the 1939 Code. That section 
limits the surtax of individuals to 30 percent on certain payments 
received from the United States, and subsection (b) extends this 
treatment to certain payments for the construction of military in- 
stallations or facilities. The second sentence of section 106, for 
purposes of applying section 291 (a) of the 1939 Code (relating to 
additions to tax for failure to file a return) provides that, in a case to 
which section 106 (b) applies, reasonable cause for failure to file a 
return shall include the filing of a timely incomplete return where the 
taxpayer was led to believe that no tax was due on amounts received 
under a settlement with the United States. For taxable years ending 
after December 31, 1942, this amendment will apply the second sen- 
tence of section 106 in any case where an amount is received in settle- 
ment of a claim arising under the same contract as a claim the settle- 
ment of which results in the receipt in a subsequent taxable year of any 
amount to which section 106 (b) applies. 

The House recedes with a clerical amendment. 


Floor stock refunds applicable to importers of electrical light bulbs 

Amendment No. 225: The Excise Tax Reduction Act of 1954 
amended the 1939 Code to provide a floor stock refund of tax with 
respect to electric light bulbs held by dealers on the tax reduction date. 
Such refund (or credit) was to be made (if certain requirements were 
met) to the manufacturer or producer of the light bulbs. 

Senate amendment No. 225 would amend section 1657 of the 1939 
Code to allow refunds or credits to be made to importers of light bulbs 
as well as the manufacturers and producers. 

The Senate recedes. 
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Earnings and profits of regulated investment companies 

Amendment No. 226. Under the provisions of section 362 (a) of 
the Internal Revenue Code of 1939, it was specifically provided that 
the current earnings and profits of any regulated investment com- 
pany (but not its accumulated earnings and profits), whether or not 
it qualified for the conduit treatment of its income for the taxable 
year, would not be reduced by any amount which was not allowable as 
a deduction in computing its taxable income for the taxable year. 
Therefore, nondeductible losses, for example, would not reduce its 
current earnings and profits. The principle was inadvertently 
eliminated in the 1954 Code. 

Senate amendment No. 226 reintroduced this principle to the 
regulated investment company provisions of the code for taxable 
years of a regulated investment company beginning after December 31, 
1957. 

The House receded with an amendment changing the effective date 
to taxable years beginning on or after March 1, 1958. 


Application of estate and gift taxes to certain residents of possessions 

Amendment No. 227: This Senate amendment added to the 
Internal Revenue Code of 1954 provisions relating to the imposition 
of estate and gift taxes on citizens of the United States residing in the 
possessions. 

Under the provisions of this amendment United States citizens who 
are residents of the possessions and who acquired their United States 
citizenship completely independently of their connections with the 
possessions will have their estates taxed in the same manner as estates 
of citizens of the United States are taxed. The estates of all other 
residents of the possessions, regardless of citizenship, will be taxed in 
the same manner as the estates of residents not citizens. The same 
line of demarkation is drawn in these provisions in taxing the making 
of gifts by residents of possessions. For example, a United States 
citizen who moves from the United States to one of the possessions 
will continue to be treated for estate and gift tax purposes in the same 
manner in which he would have been treated if he had remained in the 
United States. The Senate amendment also changes existing law so 
that any taxes paid to a possession will be treated as taxes paid to a 
foreign country for which credit will be allowed under section 2014 
of the Internal Revenue Code of 1954 rather than as a credit under 
section 2011. The Senate amendment applies to estates of decedents 
dying after the effective date of this bill, and to gifts made after the 
effective date of this bill. 

The House recedes with a modification that these provisions shall 
apply only to residents of possessions who acquired their United 
States citizenship completely independently of their connections with 
the possessions. With respect to all other residents of possessions, 
regardless of citizenship, existing law will continue to be applicable. 
It is recognized that with respect to these other residents of possessions 
a problem may still remain. However, it was believed that additional 
time is required for study in this area. For that reason no action is 
taken at this time with respect to these other residents of possessions. 


Credit for United Kingdom tax paid on royalties 


Amendment No. 228: This amendment, for which there is no 
corresponding provision in the House bill, adds a new section to the 
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bill. This section amends section 131 (e) of the 1939 Code and sec- 
tion 905 (b) of the 1954 Code, both of which relate to proof of the 
foreign tax credit, to provide that, for purposes of the foreign tax 
credit, the recipient of any royalty or vihen amount paid or accrued 
as consideration for the use of, or for the privilege of using, copyrights, 
oar designs, secret processes and formulas, trademarks, and other 
ike property, and derived from sources within the United Kingdom 
of Great. Britain and Northern Ireland, shall be deemed to have paid 
or accrued any income, war profits, and excess profits taxes paid or 
accrued to the United Kingdom with respect to such royalty or other 
amount (including the amount by which the payor’s United Kingdom 
tax was increased by inability to deduct such royalty or other amount) 
if such recipient elects to include in its income the amount of such 
United Kingdom tax. The amendment of the 1939 Code will appl 
for all taxable years beginning on or after January 1, 1950, to w toh 
section 131 of the 1939 Code applies; and the amendment of the 1954 
Code will apply with respect to all taxable years beginning after 
December 31, 1953, and ending after August 16, 1954. 

Under this amendment the recipient of a patent or copyright 
royalty derived from sources within the United Kingdom will be 
entitled to a foreign tax credit for the United Kingdom tax deducted 
from the royalty payments if he elects to include the amount of such 
United Kingdom tax in his income. 

The House recedes with amendments pursuant to which no interest 
will be paid or allowed on any overpayment resulting from the appli- 
cation of this provision. 


Small Business Tax Revision Act of 1958 

Amendment No. 229: This amendment adds a new title II to the 
House bill, entitled “Small Business Tax Revision Act of 1958.” The 
Senate amendment incorporates the provisions of H. R. 13382 as 
passed by the House, with several changes, and added one new pro- 
vision. ‘The House recedes and agrees to the Senate amendment No. 
229, with amendments. Except for certain technical, clerical, and 
conforming amendments, the text of these provisions, as they are 
proposed to be amended under the accompanying conference report, 
is the text of the Senate amendment with the following changes: 

(a) No limit on net operating loss carryback—The Senate amend- 
ment provided that the 2-year net operating loss carryback provision 
of present law is extended to provide a 3-year carryback. Under the 
Senate amendment, however, the 3-year carryback is limited so that 
the loss which may be carried back to this third prior year may not 
not exceed $50,000 (or $100,000 in the case of a husband and wife 
filing a joint return). The effect of the conference actions was to 
eliminate the limitation on the carryback to the third prior year. 

(b) Used property——The Senate amendment would have added a 
provision providing that a taxpayer may apply the rapid methods of 
depreciation (e. g., the double-rate declining balance and the sum-of- 
the-years digits method) to $50,000 of certain used property acquired 
in any year after 1957 ($100,000 in the case of a husband and wife 
filing a joint return). This was to be available only for tangible 
personal property having a useful life of 6 years or more. ain 
realized on the sale of such property was to be treated as ordinary 
gain to the extent of depreciation taken under the rapid methods. 
The effect of the conference action was to eliminate this provision. 
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One of the provisions of the Senate amendment, which was also in 
H. R. 13382 as passed by the House, provides ordinary loss treatment 
for sales and other dispositions of certain small-business stock. Under 
H. R. 13382 as passed by the House this treatment was limited to stock 
issued to an individual and an individual was defined as not including 
a partnership, trust, or estate. Under the amendment, however, this 
treatment is also available in the case of stock issued to partnerships. 
The House has accepted this feature of the Senate amendment. It is 
understood that in the case of partnerships any losses from small- 
business stock will be passed through to the partners and that the 
$50,000 or $100,000 limitations will be applied by taking into account 
their share of any losses on stock disposed of which they had held 
directly. Also, since to qualify for the ordinary loss treatment the 
qualifying stock must be held by the individual or partnership to whom 
issued, loss on stock issued to a partnership which was distributed to 
a partner before the loss was sustained would not qualify. 

W. D. Mitts, 

N. J. Greeory, 

Arms J. Foranp, 

Danret A. Resp, 

RicHarp M. Srmpson, 
Managers on the Part of the House. 
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Avaustr 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Jones of Alabama, from the Committee on Public Works 
submitted the following 


REPORT 


[To accompany S. 1985] 


The Committee on Public Works, to whom was referred the bill 
(S. 1985) to authorize the preparation of plans and specifications for 
the construction of a building for a National Air Museum for the 
Smithsonian Institution, and all other work incidental thereto, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of the bill is to authorize and direct the Regents of the 
Smithsonian Institution to prepare plans and specifications, under 
the supervision of the Administrator of the General Services Admin- 
istration, for the construction of a suitable building and all necessary 
appurtenances, for the use by the Smithsonian Institution as a Na- 
tional Air Museum. The building would be located in the area 
which is bounded by Fourth Street SW. on the east, Seventh Street 
SW. on the west, Independence Avenue on the south, and Jeffer- 
son Drive on the north, title to which is in the United States. The 
location of the building on the site would be approved by the National 
Capital Planning Commission, and the design approved by the 
Commission of Fine Arts. 


GENERAL STATEMENT 


Public Law 722, approved August 12, 1946, authorized the estab- 
lishment of a National Air Museum within the Smithsonian Institu- 
tion, and created an Advisory Board to advise officials of the Institu- 
tion in administration of such museum. The act directed the Secre- 
tary of the Smithsonian Institution, with the advice of the Advisory 
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Board, to investigate and survey possible sites for the location of the 
National Air Museum, and to make recommendations to the Congress 
for a suitable site. S. 1985 embodies the Smithsonian’s recommenda- 
tions for such site. 

The act creating the National Air Museum outlined its aims and 
urposes as to memorialize the national development of aviation; col- 
ect, preserve, and display aeronautical equipment of historical sig- 

nificance; serve as a repository for scientific equipment and data 
pertaining to the development of aviation; and provide educational 
material for the historical study of aviation. 


DISCUSSION 


The Smithsonian Institution has served the Nation well for over a 
century by the diffusion of knowledge and as the principal repository 
of the Government for objects of historic and scientific value. It is 
one of the major points of interest to visitors in Washington, and is 
world-famous as a museum. Some of the buildings now in use are 
old and antiquated, and the collection of items has steadily grown to 
such an extent that they cannot be properly housed and exhibited in 
the existing buildings. Some aeronautical items are located in a small 
sheet-metal hut in the Smithsonian Institution area on the Mall, 
and other historical planes and exhibits are scattered throughout other 
buildings. 

The committee is aware that the site proposed for the National Air 
Museum was formerly reserved for the Smithsonian Institution for 
use as an art museum. Public Law 357, 85th Congress, provided for 
the transfer of the Civil Service Commission Building to the Smith- 
sonian Institution to house certain art collections of the Institution, 
thus making the site available for other purposes of the Institution. 
The committee was advised that the proposed site on the Mall was 
selected by the Advisory Board of the National Air Museum and the 
Board of Regents of the Smithsonian Institution after considering in 
detail 20 sites for the Air Museum. 

It is understood that the building for the National Air Museum 
will be only large enough to show the great “firsts” of aviation and 
the technical and scientific devices that have advanced the science 
and art of aviation, which has had its greatest flowering in the United 
States. The proposed building would be approximately 700 by 180 
feet and not more than 70 feet in height. It would be opposite the 
National Gallery of Art, and of such scale and design to conform with 
that building, and in no way conflict or dwarf any of the existing 
buildings in the area, and to be located within the established building 
lines and not encroach upon the Mall. 

The committee believes this site is the proper one for the National 
Air Museum so that the millions of visitors, and particularly the 
young visitors, who come each year to Washington to see the various 
great collections that belong to the American people, can also see the 
Nation’s historic plane and aeronautical equipment. Thus, a building 
located near the other Smithsonian buildings and opposite the Na- 
tional Gallery of Art would be especially convenient for visitors who 
have limited time. Storage facilities could be maintained near Wash- 
ington for planes not to be exhibited on the Mall but which are of great 
interest to aeronautical engineers and patent attorneys. This dis- 
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tinction between public exhibition planes and study collection planes 
is believed typical of modern museum planning in all fields. 


ARCHITECTURAL STUDY 


The committee was advised that funds for an architectural study 
of the proposed National Air Museum building would be supplied b 
the Smithsonian Institution out of current appropriations. Wit 
adequate technical information thus acquired, the Smithsonian Insti- 
tution would be enabled to submit next fiscal year to the Bureau of 
the Budget for consideration and transmission to the Congress a care- 
fully computed estimate of appropriation for the preparation of detailed 
plans and specifications for the construction of the proposed building. 


COMMITTEE VIEWS 


The committee believes that enactment of this legislation will per- 
mit careful planning of a new museum building, and lead to its eventual 
construction, which will permit economical and efficient operation of 
the activities of the Smithsonian Institution, and maintain its vast 
archives for the public benefit. 


AGENCY COMMENTS 


The bill has the approval of the Smithsonian Institution, the General 
Services Administration, the Commission of Fine Arts, the Depart- 
ment of the Air Force, and the National Capital Planning Commission 
as indicated in the following letters on H. R. 8513, a companion 
measure: 

SMITHSONIAN INSTITUTION, 
Washington, D. C., August 15, 1957. 
Hon. Cuarues A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. Bucxuey: Reference is made to your letter of July 26, 
1957, requesting the Smithsonian Institution’s views on H. R. 8513, 
a bill to authorize the preparation of plans and specifications for the 
construction of a building for a National Air Museum for the Smith- 
sonian Institution, and all other work incidental thereto, and to my 
acknowledgment of July 30, 1957. 

The bill is fully acceptable to the Smithsonian Institution and we 
urge its approval. 

The Bureau of the Budget advises there is no objection to the sub- 
mission of this report to the Congress. 

Sincerely yours, 


J. E. Grar, Acting Secretary. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., August 8, 1957. 
Hon. Cuaries A. Buckey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 
Dear Mr. CuarrmMan: Your letter of July 26 requested our com- 
ments on H. R. 8513, a bill to authorize the preparation of plans and 
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specifications for the construction of a building for a National Air 
Museum for the Smithsonian Institution, and all other work inci- 
dental thereto. 

The proposed legislation would authorize the regents of the Smith- 
sonian Institution to prepare plans and specifications for the construc- 
tion of a suitable building for a National Air Museum. The bill pro- 
vides that the buildings be connected with the Federal heating system 
and that the preparation of drawings and specifications and related 
incidental work would be performed under the supervision of the 
Administrator of the General Services Administration. 

The designation of GSA to supervise the preparation of drawings 
and specifications for the National Air Museum is logical since this 
Agency is responsible for the design and construction of Federal 
buildings; also a similar designation was made in a parallel case, 
namely, the new Museum of History and Technology at 14th Street 
and Constitution Avenue, authorized in Public Laws 106 and 219, 
84th Congress. 

We concur in the proposed site, title to which is in the United States, 
and which is bounded by Fourth Street SW. on the east, Seventh 
Street SW. on the west, Independence Avenue on the south, and 
Jefferson Drive on the north. GSA lias no plans for the general area 
of the proposed building that would conflict with the erection of the 
National Air Museum in that location. 

As a technical correction, the title appearing in lines 11 and 12 on 
page 2 should be changed to read “‘Administrator of General Services’’. 

Insofar as GSA responsibilities under the bill are concerned, we 
favor enactment. 


The Bureau of the Budget has advised that thece is no objection to 
the submission of this report to your Committee. 
Sincerely yours, 


FRANKLIN G. FLOETE, 
Administrator. 


Tue Commission or Fine Arts, 
Washington, August 15, 1957. 
Hon. Caries A. Buck ey, 
Chairman, House Committee on Public Works, 
House Office Building, Washington, D. C. 

Dear Mr. CHarrmMan: The Commission of Fine Arts has carefully 
considered your request for its views on H. R. 8513, 85th Congress, 
a bill to authorize the preparation of plans and specifications for the 
construction of a building for a National Air Museum for the Smith- 
sonian Institution, and all other work incidental thereto. 

The members of the Commission of Fine Arts have asked me to 
say that they would be glad to see the Congress authorize the con- 
struction of a National Air Museum for the Smithsonian Institution. 
They will be glad to advise in the development of the design of such 
a building, which by its very nature will present difficult problems 
for its architects in size and scale. 

The proposed location of the building, however, raises issues that 
the Commission believes should be carefully studied from all possible 
angles before it is definitely fixed. The site tentatively chosen 
requires that a long-projected museum for the display of contempo- 
rary art will be displaced from a position where it was to balance the 
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National Gallery of Art. The Commission is reluctant to see the 
planned relationship between the National Gallery and the proposed 
art museum on the Mall cast away, because this is the last site avail- 
able for a museum of this type on the Mall. 

We understand also that the space available in this location is 
large enough to satisfy only a greatly reduced part of the total program 
desirable for an air museum. Any building erected specifically for 
an air museum would necessarily have to be designed with its par- 
ticular requirements and scale in mind, and it, or a part of it, should 
not be crowded into an area that would be too small. 

It is recommended therefore that the site for such a building be 
fixed definitely only after a study for this purpose has been made 
by the National Capital Planning Commission, the Commission of 
Fine Arts, and the Smithsonian Institution, and that mention of 
provisions to make such a study be incorporated in the legislation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your Committee. 

Sincerely yours, 
Davin E. Frnuey, 
Chairman 
(For the Commission of Fine Arts). 


DEPARTMENT OF THE Arr Force, 
OFrFIcE OF THE SECRETARY, 
Washington, D. C., October 23, 1957. 


Hon. Cuarues A. Buck ey, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CuairMan: Reference is made to your request to the 
Secretary of the Air Force for the views of this Department with 
respect to H. R. 8513, a bill to authorize the preparation of plans and 
specifications for the construction of a building for a National Air 
Museum for the Smithsonian Institution, and all other work incidental 
thereto, and H. R. 7307, a bill to provide for the acquisition of certain 
real property in Prince Georges County, Md., to be used for the site 
of the National Air Museum of the Smithsonian Institution. This 
report is submitted on behalf of the Department of Defense. 

Each of the bills would provide some preliminary authorization to- 
ward the construction of a National Air Museum but differ as to 
location of a site. H.R. 8513 authorizes and directs the preparation 
of plans and specifications for construction of a building adjacent to 
the Smithsonian Institution in Washington, D.C. H. R. 7307 directs 
the acquisition of certain real property in Prince Georges County, 
Md., for use as a site for the Museum. 

The Department of Defense is vitally interested in establishing a 
National Air Museum to memorialize the development of aviation. 
It is important that careful consideration be given to location of the 
Museum to provide convenience to the general public and that space 
be provided to meet future requirements. With these considerations 
in mind, it would appear that the location of the National Air Museum 
adjacent to the Smithsonian Institution is the most desirable. How- 
ever, since subject legislation is of primary concern to the Smithsonian 
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Institution, the Department of Defense defers to the desires of that 
Institution in the matter of the location. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely yours, 
James H. Dovatas. 





NatTionaL CapitaL PLANNING CoMMISSION, 
Washington, D. C., August 26, 1957. 
Hon. Cuarues C. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. Bucxiny: The Commission has received your letter of 
July 26 requesting its suggestions on the merits of H. R. 8513, a bill 
to authorize the preparation of plans and specifications for the con- 
struction of a building for a National Air Museum for the Smithsonian 
Institution, and all other work incidental thereto, and the propriety 
of its passage. 

This proposed legislation has for its primary purpose the designation 
of the reservation on the south side of the Mall between Fourth and 
Seventh Streets SW, Independence Avenue and Jefferson Drive, as the 
location for the National Air Museum, in lieu of the previous designa- 
tion of this site for the Smithsonian Gallery of Art, which is now 
proposed to be accommodated in the Old Patent Office Building be- 
tween Seventh, Ninth, F and G Streets. 

This proposal was presented to the Commission by the Secretary of 
the Smithsonian Institution at its March 1957 meeting and approved 
as a substitute for the previously designated use upon the condition 
that the approved building lines for the Mall will be observed. 

The Bureau of the Budget has advised that it has no objection to the 
transmittal of this report. 

Sincerely yours, 
Hartanp BAaRTHOLOMEW, 
Chairman. 
O 
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UNITED STATES OF AMERICA 


AMENDMENTS TO THE ORGANIC ACT OF THE NATIONAL 
BUREAU OF STANDARDS 


Avaust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Wiu1aMs of Mississippi, from the Committee on Interstate andU Mi EGA 


Foreign Commerce, submitted the following 
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REPORT 
MAIN 


[To accompany 8. 2114] READING RO 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 2114) to amend the act of March 3, 1901 (31 
Stat. 1449), as amended, to incorporate in the Organic Act of the 
National Bureau of Standards the authority to acquire land for field 
sites, to undertake construction and improvement of buildings and 
for other activities, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF LEGISLATION 


The purpose of this legislation is to amend the Organic Act of the 
National Bureau of Standards so as to— 


(1) Authorize the acquisition of field sites for the National 
Bureau of Standards; 

(2) Incorporate the provisions of Public Law 618, 81st Con- 
gress, 2d session (15 U. S. C. 285-286), into the Organic Act of 
the National Bureau of Standards; 

(3) Clarify the National Bureau of Standards authority to 
undertake improvements or construction projects and raise the 
limitation on such projects from $25,000 to $40,000; 

(4) Authorize certain construction on leased property; and 

(5) Correet a minor error in a recently enacted amendment to 
the Organie Act of the National Bureau of Standards. 

This legisiation does not expand the functions of the National 
Bureau of Standards. 
20006 
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ANALYSIS OF BILL 
Section 1 of bill 


This section amends the Organic Act of the National Bureau of 
Standards by adding three sections—sections 13, 14, and 15. 

The proposed section 13 provides permanent authority for the 
acquisition of field sites for the National Bureau of Standards. The 
need for field sites arises prifiarily in‘connection with the radio prop- 
agation research programs conducted by the Bureau’s Central Radio 
Propagation Laboratory which is now quartered at Boulder, Colo. 
Some of the radio-research work cannot be undertaken in the main 
laboratories and the choice of field locations is severely limited by 
technical considerations. For example, some of the work must be 
done in locations where the transmission will not disrupt commercial, 
military, and other radio communications. Similarly, some work 
must be located where manmade noise and commercial or experimental 
transmissions will not disrupt the delicate measurements being made. 
Terrain conditions and availability of electric power are often the 
factors which influence the use and selection of sites. 

A more complete discussion of the present need for field sites is con- 
tained in the section of this report entitled “Proposed Radio Propa- 
gation Field Sites.” At the present time the Bureau of Standards 
indicates that it needs to acquire at least five field sites for its radio- 
research programs. However, over a longer period of time as program 
changes occur the requirements will also change with respect to size, 
location, or number of sites needed. This provision does no more 
than permit the Bureau to request funds for new sites if needed in the 
future without additional authorizing legislation. However, your 
committee desires to emphasize that in all cases it will be necessar 
for the appropriations act to contain a specific provision for cnt 
purchase. 

The proposed section 14 will add to the National Bureau of Stand- 
ards Organic Act authority now contained in section 2 of Public Law 
618, 8ist Congress, 2d session (15 U.S. C. 286), to construct buildings 
and facilities and make improvements to existing facilities. Although 
this authority has been rephrased to eliminate certain ambiguities, 
=~ proposed language does not change the substance of the existing 
aw. 

The General Accounting Office, in its comments on this bill as 
introduced, observed that the proposed section 14, in the absence 
of any legislative history, could be construed to be much broader 
than the present language. In order to remove all doubt, the Depart- 
ment of Commerce submitted two reports designed specifically to 
clarify the effects of this proposed section. These comments are made 
part of this report. 

It is to be noted that the Department stated that under the present 
law specific provision must be made in appropriation language for 
construction of any building at a cost in excess of $25,000. Because of 
the increase in construction costs the present limitation is considered 
too restrictive. Therefore, the proposed amendment lifts the ceiling to 
$40,000. Moreover, specific provision in appropriation language 
would be required when the cost of construction of a building for activi- 
ties performed by the National Bureau of Standards would be in 
excess of $40,000. Insofar as the construction of buildings under the 
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costs limitation is concerned, the language of section 14 is not in any 
way intended to make available for soak & purpose funds which are 
appropriated for other uses only. In other words, section 14 does not 
arlene modify existing procedures in this regard. Your committee 
concurs in this view and accepts the assurance of the Department of 
Commerce that the existing procedures are not being modified. 

When section 2 of Public Law 618 was enacted in 1950, the $25,000 
limitation permitted the National Bureau of Standards to undertake 
most of the miscellaneous improvements and construction projects 
needed to support and further the Bureau’s technical program. The 
Bureau practice has been to contract for these jobs unless the Bureau’s 
Plant Division can do them at a lower cost. Since 1950 the cost of 
such jobs, according to the Department of Commerce, has risen more 
than 40 percent, and Bureau labor and material costs have also 
increased. In addition, the changes in the Bureau’s accounting 
system and appropriation structure by the Comptroller General, in 
which it is required that a portion of the Bureau overhead costs be 
included in the total of costs chargeable to jobs performed by the 
Plant Division, has increased costs of such projects. This increase 
in construction costs has severely reduced the magnitude of the 
improvements which can be undertaken. As a result, urgently 
needed improvements must either be postponed or reduced to the 
point of makeshift. Your committee finds that this increase from 
$25,000 to $40,000 is reasonable and would contribute to more 
efficient operation. 

The proposed section 15 incorporates in the Organic Act of the 
National Bureau of Standards the authority contained in section 1 
of Public Law 618 of the 81st Congress, 2d session (15 U. S. C. 285). 

Under existing law the National Bureau of Standards is authorized 
to make oxpendiverta from its appropriations for certain purposes. 
However, under the Bureau’s costs accounting system many of the 
items that are set forth in section 1, Public Law 618, are more properly 
chargeable to Bureau overhead and hence to all sources of financing 
of Bureau projects. The incorporation of this section in the Bureau’s 
organic statute would automatically authorize the use of all funds 
for such expenditures as provided for by section 12 (b) of the Organic 
Act of the National Bureau of Standards. 

Subparagraphs (a) and (b) of proposed section 15 remain the same 
as they were in section 1 of Public Law 618. These subparagraphs 
refer to the purchase, repair, and cleaning of uniforms and the repair 
of buildings and plant facilities. 

Subparagraph (c) of section 15 clarifies the rental authority of the 
National Bureau of Standards by specifically referring to field sites 
and warehouse space as well as laboratory and office space. 

Subparagraph (d) of the proposed section 15 specifically sets out 
the authority of the National Bureau of Standards to purchase re- 
prints from technical journals and adds authority to pay page charges 
to technical journals which publish National Bureau of Standards 
papers or reports. A recent decision of the Comptroller General 
gives rise to the belief that the latter authority is available to the 
Bureau but al doubt is eliminated by the incorporation of this para- 
graph in the Organic Act. 

Subparagraphs (e) and (f) of proposed section 15 have been so 
amended as to provide for work in the Antarctic as well as the Arctic. 
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Recent work in connection with the International Geophysical Year 
program has indicated the need for this extension both for current 
programs and in the future. 

Subparagraph (g) of proposed section 15 is new and was not part 
of section 1 of Public Law 618. It will authorize the Bureau to erect 
quarters and facilities on leased sites. This amendment is necessary 
because the technical programs of the Bureau of Standards, especially 
the radio propagation program, requires the use of field sites for rela- 
tively short periods of time. It is often necessary to erect such 
facilities as antennas, to extend utility lines, or to provide shelter for 
delicate technical equipment. In such cases, leasing as compared to 
purchasing, the necessary land and erecting the facilities thereon is 
often the most economical from a cost standpoint. Originally the 
Bureau of Standards interpreted its powers under Public Law 390, 
Sist Congress, Ist session, as providing the authority to erect quarters 
and facilities on leased sites. However, the Comptroller General 
questioned that interpretation and subparagraph (g) of section 15 of 
this bill clarifies the situation by extending specifically the authority 
to the Bureau to accomplish this objective. 


Section 2 


This section will correct a minor error in the recently enacted 
amendments to the Bureau of Standards basic statute (Public Law 
940, 84th Cong., 2d sess.). In repealing section 13 of the Bureau’s 
basic statute and reenacting it as section 11, Public Law 940 inad- 
vertently changed the word “herein” to “therein.” This section is 
designed to correct that error. 

Section 3 


This section merely repeals Public Law 618, 81st Congress, 2d 
session (15 U. S. C. 285-286), which this legislation reenacts as sec- 
tions 14 and 15 of the National Bureau of Standards Organic Act. 


PROPOSED RADIO PROPAGATION FIELD SITES 


The National Bureau of Standards submitted the following in sup- 
port of its acquisition of new radio propagation field sites. 

The acquisition of new field sites for radio-propagation research is 
essential now that the Central Radio Propagation Laboratory has 
been established at Boulder, Colo. One of the prime reasons for 
moving the Laboratory from the Washington area was to make 
possible more adequate conditions for conducting field experiments. 
Until the Laboratory was moved, field operations were located 
primarily at a large site in the Washington area (Sterling, Va.). 
Since the move, field operations which needed to be relocated as 
quickly as possible have been established on leased sites in Colorado 
and Illinois. While some operations will always be continued i: the 
Washington area, additional activities should be located closer to the 
headquarters of the Laboratory. 

The radio propagation program involves steady transmissions, 
pulsed transmissions, and precise measurements of reception of radio 
signals. The nature of the research program necessitates that part 
of it be conducted at field sites meeting certain specialized require- 
ments. Radio research work requires careful avoidance of all possible 
sources of extraneous noise. Also, care must be exercised to avoid 
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creating interference with commercial and military radio communica- 
tion. These field sites must be located where manmade noise and 
commercial transmissions will not disrupt the delicate measurements 
and where experimental transmission will not interfere with established 
communications systems. 

While much of the work can be done at a general experiment 
station, several smaller sites are also needed to separate pulse trans- 
mission studies from steady transmission studies and to provide 
receiving stations for transmissions from the other station. 

Distinctly separate sites are required for receiving sites and pulse 
transmission sites. 

1. Receiving site-—This is a site where experiments concerned with 
the reception of radio signals can be carried out on a continuous basis 
without receiving interference from other experiments. Steady trans- 
missions (not pulsed) will not cause interference to other experiments 
operating at different frequencies. Thus it is feasible to use the re- 
ceiving site for experiments which involve steady transmissions and 
this is included in our proposed field site plans. 

2. Pulse transmitting site —Pulse transmissions cause marked inter- 
ference to sensitive receivers even at different frequencies for some 
distance from the transmitter. Thus these need to be carried out in a 
distinctly separate location to avoid having to stop all experiments 
of the receiving type during the pulse transmissions. 

Examples of the type of projects which will utilize these sites are: 

1. lonospheric forward scatter and meteoric reflections.—Both of these 
projects, requiring pulse transmissions, represent new methods of radio 
communication of particular importance to reliable communication 
over long distances. These continuing projects call for intensive ex- 
perimentation on the various facets of the phenomena and for con- 
tinued field-strength observations throughout a minimum of 1 solar 
cycle of 11 years in order to determine the solar cycle dependence of 
the phenomena. 

2. Antenna studies.—Proper antenna design may make considerable 
difference in the effectiveness of radio equipment when used to meas- 
ure various phenomena important for radio propagation and com- 
munication. While some antenna types may be designed by computa- 
tions, many others require experimental adjustments before proper 
operation can be obtained requiring an antenna range facility. Such 
a facility requires a large flat area with no reflecting structures nearby 
which miu, distort the field of the antenna and invalidate the results. 

3. Ionospheric radio astronomy.—This program calls for increased 
attention to use of emissions from radio stars and also emissions of 
general galactic noise to study the structure and characteristics of the 
ionosphere. These studies require both large areas for the erection 
of suitable directive antenna systems and for reduction of interference 
from outside sources. 

4. Upper atmosphere physics—This project includes a study of 
motions of ‘‘winds” of the ionosphere and calls for a steady transmis- 
sion and reception on three spaced antennas. 

5. Sferics—An active program is presently underway on recording 
these VLF pulses which originates from lighting strokes. This 
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experimentation gives us information about propagation at these 
frequencies. 

Although some experiments present special requirements for sites, a 
large share of the experiments in radio propagation present similar or 
common requirements for a field site. The most important require- 
ments for such field sites are as follows: 

1. Proximity and accessibility of site to main laboratories. 

2. Economical availability of electric power of adequate capacity, 
stability, and continuity. 

3. Distance from overhead powerlines. This requirement in one 
sense conflicts with the preceding. Proximity to overload lines, par- 
ticularly high tension, introduces noise and, under certain conditions, 
distortion of radiation patterns of antenna. 

4, Flatness and levelness of terrain over a large area. This is quite 
important for antenna-measurement work. Reflections from terrain 
irregularities, from obstructions or even transient targets (such as 
vehicles, personnel, or animals) produce standing waves which impair 
the accuracy of the results. A flat site, on which large antenna systems 
can be laid out without encountering obstructions of the horizon in any 
desired direction, is an important and general requirement for most 
radio- -propagation measurements, and in ae he radio direction 
finding experiments and very high frequency propagation studies. 

5. The size of the site should be as large as feasible. For nearly 
all propagation work there is a minimum size below which the site is 
unsatisfactory. Such a minimum size depends on the nature of 
adjoining property and the extent to which satisfactory agreements 
can be negotiated with adjacent property owners for protection 
against electrical interference and structures which can give rise to 
inter fering wave reflections. If this site satisfying all the requirements 
is larger than the minimum size, the results are in general improved 
and obtained with less investment of time in investigating sources of 
interference and siting effects. 

A large single site satisfying the requirements makes it possible to 
group together a number of mutually noninterfering projects with 
economy in transportation, overhead, and in original improvements 
ee as power supply and access roads. 

Low prevailing radio-noise intensities. This leads generally to a 
ital for a somewhat isolated site, remote from industrial or 
commercial areas, heavily trafficked highw ays, concentration of farm 
electrical machinery, or other sources radiating electrical interference. 
This requirement is extremely important because most radio-propaga- 
tion experiments involve the need for receiving, measuring, and re- 
cording radio waves, often at very low energy levels relative to ordinary 
ambient interfering radio noise. 

In accordance with these criteria, five sites have been tentatively 
selected to meet present needs of the radio program: 

1. Table Mesa, Boulder County, Colo. 
Gunbarrel Hill, Boulder County, Colo. 
Haswell, Colo. 

. Erie, Colo. 
Havana, Ill. 


Ot Co bo 
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AGENCY COMMENTS 


The comments of the Comptroller General of the United States, 
the Department of Commerce (2), Civil Service Commission, Navy 
Department, and the Department of Justice on the bill as introduced 
are set forth in the appendix to this report. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in 
italic, existing law in which no change is proposed is shown in roman): 


Act or Marca 3, 1901, as AMENDED 
(31 Stat. 1449) 


* * * * * * * 


Sec. 11. (a) The Secretary of Commerce is authorized to accept 
and utilize gifts or bequests of real or personal property for the pur- 
pose of aiding and facilitating the work authorized [therein] herein. 

* cad ok ok * * BS 


Sec. 13. To the extent that funds are specifically appropriated therefor, 
the Secretary of Commerce is authorized to acquire land for such field 
sites as are necessary for the proper and efficient conduct of the activities 
authorized herein. 

Sree. 14. Within the limits of funds which are appropriated for the 
National Bureau of Standards, the Secretary of Commerce is authorized 
to undertake such construction of buildings and other facilities and to 
make such improvements to existing buildings, grounds, and other facilities 
occupied or used by the National Bureau of Standards as are necessary 
for the proper and efficient conduct of the activities authorized herein: 
Provided, That no improvement shall be made nor shall any building be 
constructed under this authority at a cost in excess of $40,000 unless 
specific provision is made therefor in the appropriation concerned. 

Sec. 15. In the performance of the functions of the National Bureau 
of Standards the Secretary of Commerce is authorized to undertake the 
following activities: (a) The purchase, repair, and cleaning of uniforms 
for guards; (b) the repair and alteration of buildings and other plant facili- 
ties; (c) the rental of field sites and laboratory, office, and warehouse space; 
(d) the purchase of reprints from technical journals or other periodicals 
and the payment of page charges for the publication of research papers and 
reports in such journals; (e) the furmshing of food and shelter without 
repayment there for to ceils of the Government at Arctic and Antarctic 
stations; (f) for the conduct of observations on radio propagation phe- 
nomena in the Arctic or Antarctic regions, the appointment of employees 
at base rates established by the Secretary of Commerce which shall not 
exceed such maximum rates as may be specified from time to time in the 
appropriation concerned, and without regard to the civil service and 
classification laws and titles II and III of the Federal Employees Pay 
Act of 1945; and (g) the erection on leased property of specialized facilities 
and w eae, q and living quarters when the Secretary of Commerce deter- 
mines that this will best serve the interests of the Government. 
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Act or Juty 21, 1950 
(64 Stat. 370) 
[AN ACT 


[To provide authority for certain functions and activities in the Department of 
Commerce, and for other purposes. 


[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That funds now or 
hereafter appropriated to the National Bureau of Standards shall be 
available for the following activities: (a) The purchase, repair, and 
cleaning of uniforms for guards; (b) the repair and alteration of 
buildings, and other plant facilities; (c) the rental of laboratory and 
office space in the District of Columbia and in the field; (d) the pur- 
chase of reprints from trade journals or other periodicals of articles 
prepared officially by Government employees; (e) the furnishing of 
food and shelter without repayment therefor to employees of the Gov- 
ernment at Arctic stations; and (f) in the conduct of observations on 
radio propagation phenomena in the Arctic region, the appointment 
of employees at base rates established by the Secretary of Commerce 
which shall not exceed such maximum rates as-may be specified from 
time to time in the appropriation concerned, and without regard to the 
civil service and classification laws and titles II and III of the Federal 
Employees Pay Act of 1945. 

[Sec. 2. Within the limits of funds which may be appropriated 
therefor, the Secretary of Commerce is authorized to make improve- 
ments to existing buildings, grounds, and other plant facilities, 
including construction of minor buildings and other facilities of the 
National Bureau of Standards in the District of Columbia and in the 
field to house special apparatus or material which must be isolated 
from other activities: Provided, That no improvement shall be made 
nor shall any building be constructed under this authority at a cost 
in excess of $25,000, unless specific provision is made therefor in the 
appropriation concerned. J 





APPENDIX 


CompTROLLER GENERAL OF THE UnrTEep Srarszs, 
Washington, June 18, 1987. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. Cuarrman: Your letter of May 20, 1957, acknowledged 
May 21, requests a report on, among others, S. 2114. 

The proposed section 13 to be added to the Organic Act of the 
National Bureau of Standards, approved March 3, 1901 (31 Stat. 
1449), as amended, would authorize the Secretary of Commerce to 
acquire land for field sites “‘to the extent that funds are appropriated 
therefor.” This provision would clearly require that funds would 
have to be appropriated for the purchase of the land, but it is not 
entirely clear that a specific provision would have to be included in 
the appropriation act for such purchase. Since the statement of 
purpose and need for this proposed legislation, ees by the 
Department of Commerce, states that in all cases it will be necessa 
for the appropriation act to contain a specific provision for aaa 
purchase, we believe it desirable to insert the word “specifically” 
immediately preceding the word “appropriated” in line 6, page 1 of 
S. 2114, in order to remove any doubt in the matter. 

The proposed section 14 to be added to the Bureau’s organic act 
would be a reenactment of section 2 of the act of July 21, 1950, Public 
Law 618 (64 Stat. 371), with certain changes. The statement of 
pure and need for this proposed legislation states that the proposed 
anguage does not change the substance of the present authority 
contained in that section 2. While it may not be intended to change 
the substance of the present authority, the language used, in the 
absence of any legislative history, certainly can be construed to be 
much broader than the present language. Consideration should be 
given to the following four language changes: 

(1) The language in lines 3-4, page 2, provides ‘‘Within the limit 
of funds which are appropriated for the National Bureau of Standards” 
while the existing law provides “Within the limit of funds which may 
be appropriated therefor.’”’ The proposed language could be construed 
to mean that any funds appropriated for the Bureau could be used 
while the existing language provides that only funds appropriated for 
the specific improvements or buildings can be used, that is, funds 
budgeted and appropriated for each improvement or building. We 
prefer the language of the present law which provides a measure of 
congressional control over expenditures for the type of construction 
and improvements encompassed by this section. 

(2) The proposed language authorizes the construction of buildings 
(lines 5-6, p. 2) while the existing law authorizes the construction of 
only minor buildings. The proposed language might be construed 
to eliminate the need for authorizing legislation for the construction of 
any building, thus requiring only specific language in the appropri- 
ation concerned for buildings costing in excess of $40,000. 

(3) The proposed language eliminates the language “to house 
special apparatus or material which must be isolated from other 
activities’ contained in the existing law. 

(4) The proviso in the proposed language (lines 10-14, p. 2) pro- 
vides that “no improvement shall be made nor shall any permanent 
building be constructed under this authority at a cost in excess of 
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$40,000 unless specific provision is made therefor in the appropriation 
concerned” while the proviso in. the existing ‘law provides that ‘“‘no 
improvement shall be made nor shall any building be constructed 
under this authority at a cost in excess of $25,000, unless specific 
provision is made. therefor in the appropriation concerned.” We 
have no objection to the increase in the amount of the limitation from 
$25,000 to $40,000. We do want to point out for your consideration, 
however, that the proposed limitation is applicable to improvements 
and the construction of only permanent buildings while the existing 
limitation is applicable to improvements and the construction of any 
building. The inclusion of the word ‘‘permanent”’ in line 11, page 2, 
of S. 2114 would exclude the construction of temporary buildings from 
the proposed $40,000 limitation. If this is not intended, we suggest 
that the word “permanent” be stricken. 

The proposed section 15 to be added to the Organic Act of March 3, 
1901 (31 Stat. 1449), contains some statutory authority in addition to 
the existing authority being reenacted as stated in the statement of 
need and purpose for the legislation. We have no objection to any of 
the provisions in the proposed section 15 if the Bureau can justify the 
need therefor. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





Tue SECRETARY OF COMMERCE, 
Washington, D. C., January 10, 1958. 
Hon. Warren G. Macnvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: This letter is in reply to your request for 
the views of this Department with respect to the report of the Comp- 
troller Genera! on S. 2114, a bill to amend the act of March 3, 1901 
(31 Stat. 1449), as amended, to incorporate in the Organic Act of the 
National Bureau of Standards the authority to acquire land for field 
sites, to undertake construction and improvement of buildings and for 
other activities which is now pending before your committee. 

The Department has previously indicated its belief that legislation 
such as S. 2114 would be most helpful. This letter will therefore be 
confined to the points raised by the Comptroller General. 

The first suggestion made by the Comptroller General is that the 
word “specifically” be inserted before the word “appropriated” 
line 6, page 1 of the bill. This amendment would be completely 
satisfactory to the Department. 

With respect to the proposed section 14 of the Organic Act of the 
National Bureau of Standards, the Comptroller General has four 
specific comments. The first is that the language in lines 3 and 4, 
page 2 of S. 2114, amounts to a substantive change in the present 
law. In this the Department i is unable to concur. The Comptroller 
General states that present law! requires that funds be budgeted 





1Sxzc, 2. Within the limits of funds which may be appropriated therefor, the Secretary of Commerce is 
authorized to make improvements to existing buildings, grounds, and other plant facilities, including 
construction of minor buildings and other facilities of the National Bureau of Standards in the District of 
Columbia and in the field to house special apparatus or material which must be isolated from other activi- 
ties: Provided, That no improvement shall be made nor shall any building be constructed under this 
authority at a cost in excess of $25,000, unless specific provision is made therefor in the appropriation 
concerned (act of July 21, 1950, ch. 485, 64 Stat. 370, 371, sec. 2), 
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and appropriated for each improvement and building authorized 
under the act. This interpretation would render completely inopera- 
tive the proviso in the present law which requires specific appropria- 
tion where the improvement or construction will be “at a cost in 
excess of $25,000.” It therefore appears that the original congres- 
sional intent was that specific budgeting and appropriating would be 
required only for buildings costing in excess of $25,000 and that 
lesser projects would not need to be so budgeted and appropriated. 
The present language of S. 2114, therefore, in the Department’s 
opinion, is no more than clarification of original intent and the amend- 
ment proposed by the Comptroller General would be a modification 
of the original intent. ' 

Secondly, the Comptroller General points out that the proposed 
language would not be limited to construction of “minor” buildings 
as is the present act. The Department believes that this change is 
also primarily clarifying in nature. Although it is true that the 
change authorizes construction of major buildings, presumably any 
building clearly classified as ‘major’ would cost at least $40,000 and 
therefore would, under the proposal, require specific appropriation 
language, thus assuring congressional control of major projects. On 
the other hand, the present limitation of “minor” buildings requires 
an administrative determination with respect to each project that 
the construction is minor. Such a determination is not nearly so 
clear cut for a building costing more than $25,000 ($40,000 in the pro- 
posed bill). Yet the original act clearly contemplates that such build- 
ings are authorized since the proviso limitation requires that buildings 
in excess of such amounts receive specific appropriations. The De- 
partment therefore believes that elimination of the word “minor” 
does not deprive Congress of effective control of major projects while 
at the same time this revision would relieve the Depetinett of a 
difficult and unproductive administrative burden. 

The third point is that the limiting language “‘to house special 
apparatus or material which must be isolated from other activities” 
is removed from the construction authorization. Here again the De- 
partment believes that no substantial change in congressional control 
is involved. Under the present language there is some indication 
that any building constructed or improved without specific basic au- 
thority must be intended to house special equipment which must be 
isolated from other activities. The Bureau quite often would find it 
more economical and efficient to improve existing buildings or build 
a small structure for certain activities even though separate and iso- 
lated housing is not absolutely necessary. If basic authority must be 
sought for such structures, even though they cost more than $25,000 
($40,000 under the proposal) and specific appropriation would be re- 
quired therefor, practical administrative operation dictates that the 
less efficient and less desirable course be followed. Again it should be 
emphasized that projects costing more than $40,000 would require 
specific appropriations. 

The final objection of the Comptroller General relates to inclusion 
of the word “permanent” in the proviso. The Department would 
interpose no objection to deletion of this word. 

The Department therefore recommends early enactment of S. 2114 
amended by inserting the word “specifically” before the word 
“appropriated” in line 6, page 1 of S. 2114 and by deleting the word 
“permanent” in line 11, page 2 of S. 2114. 
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We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your 
comunittee. 

Sincerely yours, 
Water WIL1IAMs, 
Acting Secretary of Commerce, 





Tae Unpver Secretary or ComMERCE, 
Washington, D. C., February 7, 1958. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. Cuarrman: In view of imminent action by the Com- 
mittee on Interstate and Foreign Commerce of the Senate on S. 2114, 
a bill to amend the act of March 3, 1901 (31 Stat. 1449), as amended, 
to incorporate in the Organic Act of the National Bureau of Standards 
the authority to acquire land for field sites, to undertake construction 
and improvement of buildings and for other activities, it appears 
appropriate to supplement our letter to you dated January 10, 1958, 
and to advise you of our opinion concerning certain effects of enact- 
ment of the bill on operations thereunder. Since the Department of 
Commerce will administer the proposal, it is suggested that our views 
on these matters may be helpful by providing in material before the 
committee—in the legislative history of the bill—statements which 
will clarify effects of the bill and thereby dispel concern shown by the 
General Accounting Office in its comments on the bill as introduced. 

Under present law, specific provision must be made in appropria- 
tion language for construction of any building at a cost in excess of 
$25,000. Because of increases in costs of construction and inclusion 
of certain overhead costs under certain circumstaifes, the present 
limitation is considered too restrictive. The proposal would require 
separate action by appropriation language, however, when the cost 
of construction of a building for activities performed by the National 
Bureau of Standards would be in excess of $40,000. 

Insofar as the construction of buildings under the cost limit is 
concerned, the language of the proposal is not in any way intended to 
make available for such a purpose funds which are appropriated for 
other uses only. The language does not, therefore, modify existing 
procedure in this regard. 

Present law distinguishes between “minor” and other buildings. 
For the latter, special statutory authority is needed at this time either 
by appropriation language or otherwise. In addition, ‘minor’ build- 
ings costing over $25,000 now require special appropriations. The 
distinction between “minor” and “other” is not realistic. Dis- 
tinguishing between these two classes of buildings is an administrative 
decision made without benefit of legislative standards. The proposal 
would classify all construction products by cost of $40,000 and require 
special authority by appropriation language for any construction 
projects in excess of this cost. 

Similarly, while the proposed language of S. 2114 would, as pointed 
out by the General Accounting Office in its comment on the bill, 
eliminate the requirement that buildings constructed under this 
provision of law must have for their purpose “to house special ap- 
paratus or material which must be isolated from other activities,” 
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the construction of any building costing in excess of $40,000 would 
require special consideration by the Congress and thus preserve the 
control of the Congress over those expenditures for construction having 
any real fiscal significance. 

In summary, therefore, these provisions of S. 2114 would have 
the effect of removing artificial distinctions between classes of con- 
struction while retaining full congressional control over any con- 
struction project costing in excess of $40,000. 

Sincerely yours, 
Watrer WiiaMs. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice or LegisLative Liatson, 
Washington, D. C., August 2, 1957. 
Hon. Warren G. Macnvson, 
Chairman, Con.mittee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuartrman: Your request for comment on S. 2114, 
a bill to amend the act of March 3, 1901 (31 Stat. 1449), as amended, 
to incorporate in the Organic Act of the National Bureau of Standards 
the authority to acquire land for field sites, to undertake construction 
and improvement of buildings and for other activities, has been 
referred to this Department by the Secretary of Defense for the 
preparation of a report expressing the views of the Department 
of Defense. 

The purpose of this measure is to grant to the Secretary of Commerce 
the authority to acquire lands and to construct buildings as may be 
necessary for the proper performance of the functions of the National 
Bureau of Standards. 

Since this bill deals with subject matter which does not affect the 
Department of Defense and which is wholly within the cognizance 
of the Secretary of Commerce, the Department of the Navy, on 
behalf saat Department of Defense, makes no comment with respect 
to the bill. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 2114 to the Congress. 

Sincerely yours, 
E. C. SrepHan, 
Rear Admiral, U. S. Navy, Chief of Legislative Liaison 
(For the Secretary of the Navy). 





DEPARTMENT OF JUSTICE, 
Washington, D. C., October 11, 1957. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
Dear SENATOR: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 2114) to amend the 








14 AMEND ORGANIC ACT OF NATIONAL BUREAU OF STANDARDS 


act of March 3, 1901 (31 Stat. 1449), as amended, to incorporate in 
the Organic Act of the National Bureau of Standards the authority 
to acquire land for field sites, to undertake construction and improve- 
ment of buildings and for other activities. 

Whether the bill should be enacted involves questions of policy on 
which the Department of Justice prefers to make no recommendation. 
However, as indicated below, there are some amendments of a technical 
nature to which the committee may wish to give consideration. 

A question is raised as to whether the last word in the title of the 
bill should be changed from ‘activities’? to “purposes.” It would 
appear that the word “section” appearing on line 5, page 1 of the bill 
should be changed to read “sections.” 

The proviso to proposed section 14 is drafted so that the $40,000 
limitation would not appear to be applicable to the construction of a 
temporary building. If it is intended that it should be applicable to 
the construction of both permanent and temporary buildings, then 
the proviso should be appropriately amended. 

In section 3 of the bill the title of the act quoted appears to be 
incorrect since the act approved July 21, 1950 is entitled “An act to 
provide authority for certain functions and activities in the Depart- 
ment of Commerce, and for other purposes.” (64 Stat. 370). 

It is noted also that the bill does not contain a separability provision. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wuuiam P. Roasrs, 
Deputy Attorney General. 





Crvit Service Commission, 
Washington, D. C., August 6, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator Maenuson: This is in further reply to your letter 
of May 20, 1957, requesting our comments on S. 2114, a bill to amend 
the act of March 3, 1901 (31 Stat. 1449), as amended, to incorporate 
in the Organic Act of the National Bureau of Standards the authority 
to acquire land for field sites, to undertake construction and improve- 
ment of buildings and for other activities. 

The Commission does not object to S. 2114. 

The Commission is administratively concerned only with those pro- 
visions which have personnel management implications. Our com- 
ments are limited accordingly. 

That part of section 1 of S. 2114 relating to personnel, in general, 
incorporates in section 15 of the Organic Act of the National Bureau 
of Standards the authorities contained in section 1 of Public Law 618, 
8ist Congress (15 U. S. C. 285). Personnel provisions of this bill 
would incorporate in the organic act existing statutory authorities 
for— 

(a) The purchase, repair, and cleaning of uniforms for guards. 

(6) The furnishing of free food and shelter to Government 
employees at Arctic stations. 

(c) The appointment of employees to conduct observations on 
radio-propagation phenomena in the Arctic region without regard 


AMEND ORGANIC ACT OF NATIONAL BUREAU OF STANDARDS 15 


to civil-service laws and the compensation of such employees 
without regard to the Classification Act and the overtime, night, 
and holiday pay provisions of the Federal Employees Pay Act. 

Basic compensation of persons hired under this authority could 
not exceed maximum rates specified in annual appropriation acts. 
For such employees in the Arctic, a rate equivalent to the entrance 
rate of GS-12 is the maximum base rate established in the current 
appropriation act (Department of Commerce and Related Agen- 
cies Appropriation Act, 1958). 

S. 2114 would also extend to the Antarctic those authorities now 
applicable only at Arctic stations. 

It is our understanding that requirements and working conditions 
faced in the Antarctic area are similar to those in the Arctic region. 
The Commission, therefore, does not object to extending to National 
Bureau of Standards operations in the Antarctic the same special 
personnel management provisions now applicable to Arctic operations, 

We have been advised that the Bureau of the Budget does not 
object to the submission of this report. 

By direction of the Commission: 

Sincerely yours, 
Harris Evtsworta, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, matter 
proposed to be omitted is in brackets, existing law in which no change 
is proposed is shown in roman): 


To AMEND THE Act oF Marca 3, 1901 (31 Star. 1449), as AMENDED, 
To INCORPORATE IN THE OrGANic Act oF THE NaTIONAL BuREAU 
or STANDARDS THE AUTHORITY TO USE THE WorKING CaPiITAL 
Funp, AND TO Permit. Certain IMPROVEMENTS IN Fiscab 
PRACTICES 

* * * * * + + 


Sec. 11. (a) The Secretary of Commerce is authorized to accept 
and utilize gifts or bequests of real or personal property for the pur- 
pose of aiding and facilitating the work authorized [therein] herein. 

* * OK o* * * oK 

Sec. 13. To the extent that funds are specifically appropriated there- 
for, the Secretary of Commerce is authorized to acquire land for such 
field sites as are necessary for the proper and efficient conduct of the ac- 
tivities authorized herein. 

Sec. 14. Within the limits of funds which [may be] are appropri- 
ated [therefor,] for the National Bureau of Standards, the Secretary 
of Commerce is authorized to [make] wndertake such construction of 
buildings and other facilities and to make such improvements to existing 
buildings, grounds, and other [plant] facilities [, including construc- 
tion of minor buildings and other facilities of the National Bureau of 
Standards in the District of Columbia and in the field to house special 
apparatus or material which must be isolated from other activities: ] 
occr'pied or used by the National Bureau of Standards as are necessary 
jor the proper and efficient conduct of the activities authorized herein: 
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Provided, That no improvement shall be made nor shall any buildin 
be constructed under this authority at a cost in excess of [325, 0004 
$40,000 unless specific provision is made therefor in the appropriation 
concerned. 

Sec. 15. [Funds now or hereafter appropriated to the National 
Bureau of Standards shall be available for the following activities: ] 
In the performance of the functions of the National Bureau of Standards 
the Secretary of Commerce is authorized to undertake the following activ- 
ities: (a) The purchase, repair, and cleaning of uniforms for guards; 
(b) the repair aa alteration of buildings [,] “and other plant facilities ; 
(c) the rental of (laboratory and office : space in the District of Colum- 
bia and in the field;) field sites and laboratory, office, and warehouse 
space; (d) the purchase of reprints from [trade] technical journals or 
other periodicals (of articles prepared officially by Government em- 
ployees;) and the payment of page charges for the publication of research 
papers and reports in such journals; (e) the furnishing of food and 
shelter without repayment therefor to employees of the Government 
at Arctic (stations; and) and Antarctic stations; (f) (in) for the conduct 
of observations on radio propagation phenomena in the Arctic (region) 
or Antarctic regions, the appointment of employees at base rates estab- 
lished by the Secretary of Commerce which shall not exceed such 
maximum rates as may be specified from time to time in the appro- 
priation concerned, and without regard to the civil service and classi- 
fication laws and (sections 911-913, 921, and 922 of title 5) titles IJ 
and III of the Federal Employees Pay Act of 1945; and (g) the erection 
on leased property of specialized facilities and working and living 
quarters when the Secretary of Commerce determines that this will best 
serve the interests of the Government. 

Norr.—(Sees. 1 and 2 of the act of July 21, 1950 (64 Stat. 370; 
15 U.S. C. 285-286), are repealed. Those sections are reenacted 
with changes as secs. 14 and 15 of the Organic Act of the National 
Bureau of Standards (act of March 3, 1901, 31 Stat. 1449)). 


O 











85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session 


No. 2636 


TELEVISION BROADCASTING FOR EDUCATIONAL 
PURPOSES 


AuGustr 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Harris,” from the Committee on Interstate and Foreign Com- 
merce, submitted the following UN? 


OF MICH? 


REPORT SEP 


[To accompany 8. 2119] 


Rs 


Reaping! 


The Committee on Interstate and Foreign Commerce, to NGF - 
referred the bill (S. 2119) to expedite the utilization of Seliatiiiiin 
facilities in our public schools and colleges, and in adult training 
programs, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

First page, line 10, strike out “‘State’’. 

First page, line 11, strike out ‘‘(b) (2)” and insert in lieu thereof 

(2) (B)”. 

Page 2, line 4, strike out “‘(a)’’ and insert in lieu thereof “(1)”’ 

Page 2, line 7, strike out “(b)” and insert in lieu thereof “(2)” 

Page 2, line 9, strike out “(1)” and insert in lieu thereof ‘‘(A)”’ 

Page 2, line 11, strike out “(2)” and insert in lieu thereof “(B)”’. 

Pag e 2, line 12, strike out ‘‘(a) the State agency or officer pr imarily 
riupunibhe for the State supervision of public elementary and second- 
ary schools, (b) a nonprofit foundation, corporation, or association 
organized eimai to engage in or encourage educational television 
broadcasting, (c)’”’ and insert in lieu thereof ‘‘(i) an agency or officer 
responsible for the supervision of public education within that State, 
or within a political subdivision thereof, (i1)’’. 

Page 2, line 19, strike out ‘‘(d) a State controlled college or uni- 
versity;’’ and insert in lieu thereof: “‘(iii) a college or university 
deriving its support in whole or in part from pubuic revenues;”’. 

Page 2, line 20, strike out ‘(3)’ and insert in lieu thereof “(C)’’. 

Page 2, line 22, strike out ‘“‘a State” and insert in lieu thereof ‘‘an’’. 

Page 3, line 3, strike out ‘‘A State’’ and insert in lieu thereof ‘‘An’’. 











2 TELEVISION BROADCASTING FOR EDUCATIONAL PURPOSES 


Page 3, line 12, immediately after “‘installation of’ insert ‘‘trans- 
mission’’. 

Page. 3, line 23, strike out ‘‘(a)’’ and insert in lieu thereof ‘(1)’. 

Page 4, line 1, strike out “(b)” and insert in lieu thereof ‘(2)’’. 

Amend the title so as to read: 


An Act to expedite the utilization of television transmis- 
sion facilities in our public schools and colleges, and adult 
training programs. 


PURPOSE OF LEGISLATION 


The principal purpose of this legislation is to expedite the use of 
television channels set aside for educational purposes. S. 2119, as 
amended, would authorize the Commissioner of Education of the 
Department of Health, Education, and Welfare, to make grants for 
television transmission apparatus for educational broadcasting pur- 
poses. The grants are not to exceed $1 million in any State. The 
Commissioner of Education must determine: 

1. That the applicant would provide for the operation and main- 
tenance expense of such television facilities: 

2. That the operation of such facilities will be under the control of— 

(a) An agency or officer responsible for the supervision of pub- 
lic education within that State, or within’ # political subdivision 
thereof; 

(6) A duly constituted State educational television commis- 
sion; or 

(c) A college or university deriving its support in whole or in 
part from public revenues. 

3. That such facilities would be used only for educational purposes. 
Grants may be made to more than one organization in any one State 
but the total of such grants to such agencies, officers, and organiza- 
tions in one State shall not exceed $1 million. Grants made under 
the provisions of this bill cover the acquisition and installation of 
apparatus necessary for television broadcasting (mecluding closed 
circuit television) or the improvement of television broadcasting but 
does not include the construction or repair of structures to house such 
apparatus. 

GENERAL STATEMENT 


When the FCC issued the television allocations plan on April 14, 
1952 (sixth report and order) it set aside 242 television channels 
(now 256) for the exclusive use of noncommercial educational stations. 
There are a total of 671 VHF channels in the Commission’s alldcation 
plan of which 85 or 12.7 percent are reserved for noncommercial 
educational purposes; of the 1,519 UHF channels, 171 or 11.3 percent 
are reserved for noncommercial educational purposes. 

Six years have passed since the FCC reserved approximately 12 
percent of all television channels in the United States for noncom- 
mercial educational use. In that period only 31 educational stations, 
located from Massachusetts to California, and from Minnesota to 
Texas, have been constructed and are today serving an area with a 
combined area of more than 50 million people. 

Numerous problems had to be met in activating the channels 
reserved for education. It has been necessary in most local situations 
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to organize different segments of a community—civic, cultural, and 
educational—to bring about operation of these ‘educational stations. 
In many cases the problems of fund raising resulted in long dela 

Despite the strides which have been made in establishing uca- 
tional stations in the United States, only a small part of the total 
potential has been achieved. A total of 256 educational reservations 
have been made by the FCC and as pointed out above, only 31 stations 
are on the air. The failure to use these channels is not the result of 
lack of interest. One of the largest problems which faces the edu- 
cators in using television is lack of money. Moreover, this lack of 
money is concerned in many instances with the lack of funds to pay 
for the basic installation of the TV facilities and stations. Experience 
has demonstrated that once a television station has been built, State 
legislatures, local educational systems, and local communities at 
large have raised the funds to produce the programs over these 
stations. Outstanding program service has been provided in many 
communities with relatively limited funds. The problem which faces 
the American educator is to secure the basic funds to build the station 
in the first place. 

Remarkable progress has been made in establishing the 31 stations 
that are now serving more than 50 million people. Current. experi- 
mentation reveals unlimited potentialities for the future in educational 
television. 

HEARINGS 


The Subcommittee on Transportation and Communications held 
hearings on this legislation on July 15 and 16, 1958. The subcom- 
mittee heard testimony from several educators and others who are now 
engaged in educational television broadcasting in their respective 
communities. All of them have endorsed this legislation. Com- 
missioner T. A. M. Craven, testifying on behalf of the Federal Com- 
munications Commission related the continuing efforts of the 
Commission on behalf of educational television. 

One of the significant advantages of educational television is the 
ability of this medium to make the talents of the most effective 
teachers available to large numbers of students. It has proven itself 
invaluable as an effective instrument through which high-quality 
formal instruction may be offered to large numbers of students. 

The testimony related to the operation of a State educational tele- 
vision network of three stations in Alabama and the operation of local 
stations in New Orleans, Detroit, and Memphis, and the efforts which 
are being made to expand and improve these operations. The testi- 
mony also covered an important experiment with closed-circuit 
television now being conducted in the public schools of Washington 
County, Md. (Hagerstown), where 23 schools and 12,000 students, 
out of a total of 48 schools and 18,000 students, are interconnected 
by this system. 

CONCLUSIONS 


S. 2119 is a modest and simple proposal but with tremendous, far- 
reaching effect on the general public. As in the case of any program, 
especially when it is just started, one of the greatest obstacles is the 
lack of financial support. It is this problem which is now plaguing 
the efforts of those who are working so hard to put more edueational 
television stations on the air. 
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S. 2119 only provides grants on the condition that the grantee agrees 
to bear the operating and maintenance costs of the television equip- 
ment and facilities. The Federal Government would provide aly 
the transmission equipment needed for television broadcasting, in- 
cluding closed circuit television, and the grantee must provide the 
buildings and the land required. The legislation specifically provides 
that the Commissioner of Education may not exercise any control 
over television broadcasting. 

S. 2119 will be a major step in aid of educational television. Your 
committee, therefore, feels this legislation, which has already passed 
the Senate without any opposition, should be enacted. 


AGENCY COMMENTS 


The comments of the Federal Communications Commission and 
the Department of Health, Education, and Welfare dated September 
16, 1957, and May 14, 1958, respectively are set forth below: 


DepaRTMENT oF HeAttH, EpucatTion, AND WELFARE, 
September 16, 1957. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. Cuarrman: This letter is in response to your request of 
May 20, 1957, for a report on S. 2119, a bill to expedite the utilization 
of television facilities in our public schools and colleges, and in adult 
training programs. 

This bill would authorize an appropriation of “such amounts as 
may be necessary to assist the States to establish or improve tele- 
vision broadcasting for educational purposes. * * *” It would au- 
thorize the Commissioner of Education to make a grant to a State 
which has secured the necessary authorization under the provisions 
of the Federal Communications Act for the establishment or improve- 
ment of television broadcasting facilities, and which satisfies the 
Commissioner (1) that the State will provide for the operation and 
maintenance expenses of such facilities; (2) that the operation of such 
facilities will be under the control of the State agency or officer pri- 
marily responsible for the State supervision of public elementary and 
secondary schools; and (3) that such facilities will be used only for 
educational purposes. Grants may be made in an amount not to 
exceed $1 million to any one State, and may cover “the acquisition 
and installation of apparatus necessary for television (including 
closed-circuit television) broadcasting or the improvement of tele- 
vision broadcasting, and does not include the construction or repair 
of structures to house such apparatus.” 

In its sixth report and order, dated April 14, 1952, the Federal 
Communications Commission set aside 242 channels (now 255) for 
the exciusive use of noncommercial educational television (represent- 
ing approximately 12 percent of all channels available for television 
use in the United States). Each State and Territory, as well as the 
District of Columbia, was assigned the maximum number of channels 
then available to provide an opportunity for a minimum service 
deemed necessary for the use of the noncommercial educational use 
of a portion of the publicly owned television channels of our country. 
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Under the provisions of the sixth report and order and, further, 
under the rules for operation adopted by the Commission, 32 States 
have called statewide conferences, set up State advisory commissions, 
and otherwise have taken action toward the development of educa- 
tional television on a statewide basis. One group of States, the 
southern conference of 16 States, has investigated the possibilities of 
an interchange of program output within their area, in order to reduce 
costs of operation and avoid duplication of effort in subject-matter 
fields of educational interest. 

Six States have appropriated funds directly to support statewide 
educational television operations—Alabama, Florida, New York, 
North Carolina, Oklahoma, and Oregon. Many other States con- 
tribute indirectly to educational television stations and closed-circuit 
operations through appropriations to their State universities or in 
partial support of individual school systems. Such university stations 
are known to be located at Michigan State University, the University 
of Wisconsin, the University of Nebraska, the University of Wash- 
ington, the University of Illinois, Wayne State University, and the 
Ohio State University. The University of Minnesota, the University 
of Utah, and the University of Georgia are all now building stations 
for operation late in the current year. Expenditures for educational 
television via closed circuit within campus are made for those pro- 
grams carried on by at least 50 more institutions. 

During the 5-year period of the developmeyt of educational televi- 
sion, 24 noncommercial educational stations have come on the air and 
some 16 are in process of building or preparatory to building. Another 
group of approximately 30 locations are in the planning stage. This 
would bring the total to 70 stations. The locations of these 70 sta- 
tions are given in a list appended to this report. 

Research to date indicates that television is a practical means of 
transmitting a wide variety of knowledge and skills and possesses the 
potential of serving educational needs existing both within and be- 
yond the classroom. Educational television, however, is still largely 
in the stage of experiment and planning, as indicated by this report. 

We have no information indicating that a Federal program, such as 
this bill would provide, is necessary to assure continuing development 
of educational television, or that there is an inability to finance the 
acquisition and installation of transmitting equipment. Some States 
have as yet taken no steps to initiate the necessary planning for utiliz- 
ing television in their educational programs, and some States have 
moved more slowly than others in carrying their planning to the point 
of actual operation of facilities. It is our view that for the present, 
at least, Federal assistance in the development of educational televi- 
sion is most effectively rendered through the assignment of trans- 
mitting channels for educational use, the general encouragement of 
ultrahigh frequency transmission, and study and research in the utili- 
zation of television for educational purposes. 

Finally, the bill’s provisions almost certainly would result in admin- 
strative and other difficulties. For instance, the State agency which 
would control the operation of the facilities would be the one having 
primary responsibility for public elementary and secondary education, 
although colleges and universities, which are not under the jurisdiction 
of such agency, have been quite active in developing and utilizin 
educational television. Many State departments of education woul 
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not have a background of experience or the technical personnel needed 
to operate television facilities. The bill would not provide for the 
submission of a “State plan’’ for utilizing the funds, which generally 
is the preferred pattern in administering Federal grants to the States 
for educational purposes and is desirable in order to assure that such 
funds will be utilized so as most effectively to serve the intended pur- 
pose. 

For the reasons discussed above we recommend that S. 2119 not be 
enacted. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Joun A. Perkins, Secretary. 


COMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION ON §8. 2119, 
A BILL TO EXPEDITE THE UTILIZATION OF TELEVISION FACILITIES IN 
OUR PUBLIC SCHOOLS AND COLLEGES, AND IN ADULT TRAINING PRO- 
GRAMS 


S. 2119 would authorize the appropriation of funds to assist the 
States to establish or improve television broadcasting for educational 
purposes by providing for the establishment and improvement of 
television broadcasting facilities. 

It is noted that the States are required to obtain the prior authoriza- 
tion of the Federal Communications Commission before they are in- 
abled to qualify for assistance under this act. It is further noted that 


the Federal Communications Commission is authorized to provide 
such assistance as may be requested by the Commissioner of Educa- 
tion in carrying out the provisions of the act. It is noted finally that 
the act does not purport to give the Commissioner of Education any 
control over television broadcasting or to amend any provision of the 
Communications Act of 1934. 

While the Commission has itself made provision in its rules for the 
use of television channels for educational purposes in the belief that 
this will serve the public interest, the question of whether Federal 
funds should be appropriated to assist the States in establishing or 
improving facilities for educational stations is primarily one of funda- 
mental substantive policy for the judgment of Congress. 

Adopted: March 12, 1958. 





Began opera- | 
tion 


Aug. 
Feb. 
Apr. 


t. 19, 1955 | 


June 
Aug. 
Oct, 
Aug. 
June 
Jan, 
Apr. 
Apr. 


Sept. 


Apr. 


Jan, 
Jan, 


Sept. 


June 


May 
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8, 1956 
17, 1958 
28, 1956 

2, 1955 


1, 1955 
8, 1955 


26, 1954 


. 18, 1955 


2, 1957 


30, 1956 | 


3, 1955 
1954 


5, 
25, 1953 | 
1, 1954 | 


3, 1954 


APPENDIX 


31 educational television stations on the air 


Location 


Andalusia, Ala 
Atlanta, Ga 
Birmingham, Ala- -- 
Boston, Mass_.__...- 
Champaign-U rbans, il. 
Chapel Hill, N. 
Chicago, Ill. ........-. 
Cincinnati, Ohio 


Columbus, Ohio. -...-...- 
Corvallis, Oreg.....-.- - 


Denver, Colo-_.-__. 
Detroit, Mich__- 


East Lansing, M ich--- 
Houston, Tex 


Lincoln, Nebr 
Madison, Wis 


25, 1956 | } 


12, 1955 
30, 1957 
29, 1957 
20, 1956 
7, 1955 
1, 1957 


13, 1956 
30, 1957 | 


1, 1954 | 


20, 1958 


6, 1958 | 


20, 1954 


10, 1954 | 


1, 1955 


| Milwaukee, Wis-_. 


Minneapolis-St. 


Miami, Fla-.--.-- 


Paul, 
Minn. 
Monroe, La............- 


Munford, Ala 


| New Orleans, La. 


Oklahoma City, Okla__- 


Philadelphia, Pa....-. al 
Pittsburgh, Pa_____.__.- 


Salt Lake oy * Utah. --. 


San Juan, P. R. 


| St. Louis, Mo 


San Francisco, Calif. 


Seattle, Wash 


Call letters | 


Name of permittee or licensee 


Alabama Educational Television 
Commission. 


WETV_......| Board of Education of the City of 


WGBH-TV.. 
WILL-TV__-- 
WUNC-TV. 
| WTTW 


| WCET 


WOSU-TV..- 
KOAC-TV... 


KRMA-TV_- 
WzvVe....ic& 


WKAR-TV.. 
KUHT.. 


KUON-TV__. 


-| WHA-TV.__- 


| WKNO-TV.. 
WTHS-TV... 
WMVS8-TV 

KTOCA-TV_.- 
KLSE-TV_._- 





WYES-TV._.. 
KETA-TV._.. 
WHYY-TV 

WQED....... 
KUED.. 


| KQED. 





WIPR-TV_._.} 


Atlanta. 
Alabama Educational Television 
Commission. 
WGBH Educational Foundation. -- 
University of Illinois 
University of North Carolina____... 
Chicago Educational Television As- 
sociation. 


| Greater Cincinnati Television Edu- 


cational Foundation. 

Ohio State University 

Oregon State Board of Higher Edu- 
cation. 

Denver public schools 

Detroit Educational 
Foundation. 

Michigan State University 

University of Houston and Houston 
Independent School District. 

University of Nebraska--. - 

University of Wisconsin 

Memphis Community Television 
Foundation. 

The Board of Public Instruction of 
Dade County. 

Board of Vocational and Adult 
Education. 

Twin City Area Educational Tele- 
vision Corp. 

Louisiana State Department of 


Education. 
Alabama Educational Television 
Commission. 
Greater New Orleans Educational 
Television Foundation. 
Oklahoma Educational Television 
Authority. 
Radio 


Metropolitan Educational 
& Television Corp. 

Metropolitan Pittsburgh Educa- 

tional Television Station. 


Television 


University of Utah | 
Department of Education of Puerto 


Rico. 
St. Louis Educational Television 
Commission. 


.-| Bay Area Educational Television 


Association. 


KOTS-TV.... University of Washington 


7 


Channel 
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Educational television channel reservations, April 1958 (86 VHF, 170 UHF, total 256) 


[Asterisk indicates educational stations on the air} 


t 


Educational area Channel No. Educational area Channel No. 
Alabama (7): Illinois—Continued 

PRR Sic oc wee ecacswe. on Moline. (See Davenport, 
pee ae aoe 56 Iowa.) 

So kl ay WD RR yee 37 
TS SS a 45 
NT Sc  . metenhine ae Rock Island. (See Davenport, 

Peer. iO ocd 7 Iowa.) 
ee nee 74 Springfield________-_- . 66 

Arizona (2): Indiana (9): 
PUNO 2 tT 8 Bloomington______.--_- ak 
ae 2... ee ee tt Evansville__.......--.- ai 9 
Arkansas (3): Fort Wayne. .-....-.- ab 27 
Fayetteville -__ --_- bys 13 iis bin ial 2 Actes aed olen 66 
Fort Smith _---- 16 Srcmmanone oe) oe 20 
Little Rock i Rg liletrloe! i) See MR 
California (8): RE Ee ee a oe 3 
Fresno--- - - E 18 South Bend-Elkhart-_______-- 52 
Los Angeles- - - - : 28 Terre Haute_-_-.----- ak ne 
Sacramento-__ ; 6 | Iowa (6): 
San Bernardino -- -_- t 24 Cedar Rapids-__-- 26 
San Diego-_------ ; cx SS Davenport-Rock Island and 

*San Francisco-Oakland 9 pacers, fe. 2 cade S2h5% 30 
San Jose____- é 54 Des Moines_......._..._.._._ 11 
Stockton - - - -- 42 MNO oo casas cee wan Cee 

Colorado (4): Sia. City sok acters oe 30 
Boulder- - 12 Waterloo__----- ia 22 
Colorado Springs 3 17| Kansas (4): 

*Denver- x 6 Lawrence____..__.--- e hd 

Pueblo_______- ; 8 peeaovten die Bit nine ane cae 8 
Connecticut (3): OpeKa.-------- 48 
Bridgeport — - - - -- : 71 Wiohite....... .. 22. /-..- 22 
Hartford . : _ 94| Kentucky (1): Louisville_. 2 15 
Norwich.__...... 63 | Louisiana (4): 
Delaware (1): Baton Rouge. - ------ : 34 
Wilmington______- 59 Lake Charles- --......-..- 14 
District of Columbia (1): ee een n~nanienae~ . OS 
| Washington oe. 26 *Monroe. - - -- - - ia Ag 
Clee eee see --- ©} Maine (3): 
Florida (9): Bangor pas 16 
Gainesville_ __ 5 ET ae nee Neer 
en -iee-< . WRG oon 45s: ser sae 
0 Sheets o~ilia gion »,| Maryland (1): Baltimore-_. — 
G.. — «we = — = = - 24/ Massachusetts (3): 
Panama City - - -- 30 RAVI ei ao 
Pensacola_ -_-_-_- 21 *Boston 9 
Tallahassee_ 11 Amsherst__.._..... ese aay 82 
Tampa-St. Petersburg 3 Michigan (12): rie ees we pute 
West Palm Beach - <n r 
. SaaS ee oe ee 
Georgia (5): Ann Arbor.___.___.__- . 2 ae 
PM a ce a oss - ikea S ee eee 
Sea 30 OR es a es 56 
Columbus. - 34 i ag 49 
Macon ; ; 41 Flint..__. MEG Rae: 
Savannah - - - 9 Grand Rapids_. Me eine abel asd cpl eass SUE 
Idaho (2): Houghton .........-.- ahem aa 
Boise _ - aes 4 RN se cae ities wei 74 
SN Kickin anno ane alt 15 NN so os. Ginthw cn ou 35 
Illinois (7): ' Sault Ste. Marie_-- --_--- aun see 
Carbondale____- reliance 8 fi. 4h. SOS ee 26 

*Champaign- Urbana_- . 12] Minnesota (2): 

aes cietndk Smee nowe 11 Duluth-Superior, Wis -- _- 8 
ae oe 67 *Minneapolis-St. Paul____-_. 2 
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Educational television channel reservations, April 1958 (86 VHF, 170 UHFP, total 


Educational area 
Mississippi (5): 
Biloxi 
Jackson 
Meridian__ 
State College. 
University_ 
Missouri (4): 
Kansas City 
St. Joseph_ - 
*St. Louis 
Springfield 
\lontana (6): 
Billings 
Jozeman 
Butte 
Great Falls 
Miles City 
Missoula 
Nebraska (2): 
*Lincoln 
Omaha 
Nevada (2): 
Las Vegas 
Reno 
New Hampshire (2): 
Durham 
Hanover 
New Jersey (6): 
Andover 
Camden 
Freehold 
Hammonton 
Montclair 
New Brunswick 
New Mexico (6): 
Albuquerque 
Gallup 
Raton 
Roswell 
Santa Fe 
Silver City 
New York (10): 


Albany-Schenectady-Troy 


Binghamton 
Buffalo-Niagara Falls 
Ithaca 

Malone ‘ 
New York_- 
Poughkeepsie 
Rochester 
Syracuse 
Utica-Rome 

North Carolina (8): 

Asheville 
*Chapel Hill 
Charlotte____ 
Durham_- 
Greensboro 
Raleigh 
Wilmington__ 
Winston-Salem 


44 
19 
36 

2 


20 


266)—Continued 
Channel No. 


Educational area Channel No: 
North Dakota (6): 

| Sees ee 24 

Leen... pan actedaeke 17 

pT See ee 34 

Grand Forks.......... suse 9l so 2 

OE  . . iniwnemeuakitehiine tae 6 

Wien... ...--... cadens 34 

Ohio (8): 

DUNO os noc nnvnene chee 55 
SCnsinnati.... ......<.olasok os 48 

Cleveland... ........cksecad- sak 25 
*Cotumbus. ........acasdeanea'l 34 

FOR. oan nena Came 16 

Onreed. .-«. ..... 25h adaeee oe 

Steubenville. (See Wheeling, 

W. Va.) 
No ee oe ols 30 
Bowling Green_____-__-_. “ 70 

Oklahoma (7): 

Bid... .xcduatht osi\ aes 27 

LOw@Gee.. ... ntcatucs cokes 28 

Muskogee...........<wsubsioas 45 

NOQrmsed.....~. stliwasdasiend. 37 
*Oklahoma City --...----- 13 

Genter | ae 69 

I ied nme in sina on we bacon 11 

Oregon (3): 
"Corvallis... ..~ 2:0) dae 7 

Peetene «.. aaa owedereds 10 

RR Se Saar FcR mr is 

Pennsylvania (4): 

See. wa dawocede abe 41 
*Pifiadeliphia.... .. 222 PIsSess2 35 
*Pitteburen.. ... 1.8 kkRES 13 

State College. ..... sel uLee 48 

Rhode Island (1): Providenee___- 36 
South Carolina (4): 

Charleston sear 13 

Chesson... 2 J les ies 68 

Cia can waa oeled 19 

ONIN os ee 29 

South Dakota (4): 

I gon onde we 8 

TI a ee 22 

a 44 

Vermillion______- met ‘ 2 

Tennessee (8): 

Chattanooga___- 2 3 55 

ER EE 69 

I ns oe ce tcmeee 77 

CS Ge 20 

Lexington _ cenit - 11 
TINIE och in. a ms scene ae 10 

NT sn. 4 ote 2 

Sneedville thee 5 2 

Texas (18): 

| Seapets 2 

RR soc. como ae 70 

Beaumont-Port Arthur___- -- 37 

College Station__....._._._- 48 

Corpus Christi.............. 16 
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Educational television channel reservations, April 1958 (86 VHF, 170 UHF, total 
256)—Continued 








Educational area Channel No, Educational area Channel No. 
Texas—Continued Washington——Continued 
cea es aitans Kennewick-Richland-Paseo__. 41 
MR Sioa we uP SUeS 2 OQmak-Okanogan.._._._-..--- 35 
ie ed aos 7 I a oo ines cach vo RI 10 
me WPOWOR 28222. Et 26 eee eat 9 
NS cco SG btn te eee 47 IN oi aed ete 7 
*Houston_______- ain d ob eeece 8 SE oo oo eae ach ee 56 
I te So So ee 15 Wee sree... uth A cused 22 
oo nebo es pee womeeonee.. (aden. Je 45 
Bee een LL 23 Tis ie RS oh 47 
NN oc SOU 9| West Virginia (4): 
NS a Sa B2* 1S Ceres ond hd ea 43 
I nay asa cas a8 PEeeNOOM. 2 ee a it 53 
Wichita Falls___-_-- ; 16 Morgantown..-___-_--- ieee 24 
Utah (4): Wheeling-Steubenville, Ohio.. 57 
3 os ae accel 46 | Wisconsin (11): 
NS Siete «selina pve 18 | Adams- jnanngeu og 58 
Wee cs kee. BE 28 Scan cca cnn cae ae 
Salt Lake City_............-- 7 Te Gee. on a 19 
Vermont (1): Burlington_- : -  £ ee re 32 
Virginia (5): CR. kn. as bee 21 
ee. SES 60 | MEAMINNNLO. «40.05. SS hb eeue 38 
Charlottesville.........__-- 45 | WReTeeeee. ........8beee~ i 3 
Norfolk-Portsmouth-Newport eee Wee SS Sos ee 18 
3. Suithencu esa 21 Richland Center_..........-- 66 
Richmond_.------- sees pla SS Bier SOO tee 30 
Roanoke-__------- Fi. Soe Superior. (See Duluth, Minn.) 
Washington (10): Wah. ...26.- 2 28 eb 46 
Eliensburg.................. 65] Wyoming (1): Laramie... ...._- 8 
UNITED STATES TERRITORIES AND POSSESSIONS 
Educational area Channel No. Educational area Channel No. 
Alaska (4): | Hawaiian Islands—Continued 
Ameren 7 Honolulu; Oahu... ....2-- 7 
VaisheneisicesS. 30. Suwdalb <s y Wailuku, Maui-_...........-.- 10 
INS ie saints sed Steir LS es auligie 3 i ag er hee 4 
ET 9| Puerto Rico (1): San Juan____- 6 


Hawaiian Islands (4): | 
BS oe Co aa cnbiglsuwe 3| 


/ 





85TH CoNGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2637 


AMENDING THE ACT OF AUGUST 5, 1954 (68 STAT. 674), 
AND FOR OTHER PURPOSES 


Avcust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. WiuiAMs of Mississippi, from the Committee on Interstate and 
Foreign Commerce, submitted the following on A & Mad x | 
REPORT SEP 2 1958] 


[To accompany 8. 3694] 


MAI 
READING ROOM 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 3694) to amend the act of August 5, 1954 
(68 Stat. 674), and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE LEGISLATION 


The bill would amend the act of August 5, 1954 (68 Stat. 674), which 
transferred to the Public Health Service, effective July 1, 1955, all 
functions, responsibilities, authorities, and duties of the Department 
of the Interior relating to the maintenance and operation of hospital 
and health facilities for Indians and the conservation of the health of 
Indians. S. 3694 would clarify the functions and authority of the 
Public Health Service under this act with respect to the provision of 
sanitation facilities and services. This bill embodies the recommenda- 
tions of the Department which were transmitted to the Congress on 
April 22, 1958. 

Prior to the transfer these powers had been exercised in the context 
of the broad authority vested in the Interior Department for the con- 
duct of federally supported programs for Indians, including the man- 
agement of Indian lands. The transfer of the powers related to the 
conservation of Indian health and the maintenance of health facilities 
for Indians left uncertain the extent of the transfer to Health, Educa- 
tion, and Welfare of some other powers—powers not always directly 
related to health, but which had sometimes been exercised by the 
Interior Department in support of health programs and objectives. 
The provision of sewage disposal, water supply, and other sanitation 
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2 AMENDING THE ACT OF AUGUST 5, 1954 


facilities, and the acquisition of Indian or other lands for the purpose 
are in this area of uncertainty. In addition, there appear to be gaps 
in these powers—even as formerly exercised by the Department of 
the Interior—which leave in doubt the authority to undertake such 
projects under cooperative arrangements which contemplate the 
acceptance of contributions and the eventual transfer of completed 
facilities and appurtenances to the Indians or to local or State 
agencies. 

Enactment of this bill would provide an improved legislative base 
for the correction of gross deficiencies in basic sanitary facilities. It 
would permit the making of arrangements for participation in the 
projects by Indian groups, and by local authorities and by other public 
or nonprofit agencies and organizations, both in construction costs 
and in maintenance and operating responsibilities after completion. 
It would authorize acquisition of the necessary interests in lands (in- 
cluding acquisition through transfer from the Department of the 
Interior), the acceptance of contributions, and the ultimate transfer 
of the completed facilities upon appropriate terms and conditions to 
local or State authorities, or to the Indians themselves. Where sanita- 
tion can be materially improved there should result a marked improve- 
ment in health which would subsequently lower the need for hospital 
care and reduce the amount of disabling illness among Indians. 

The committee knows of no objections to this logins 

The committee feels that it would be highly desirable for general 
legislation of this nature to be enacted in order to avoid the necessity 
of having the Congress enact legislation on a piecemeal basis authoriz- 
ing individual Indian sanitation projects. Appropriations for such 
projects would still have to be requested and approved by the Congress. 
Thus, the Congress would continue to exercise control over the expen- 
diture of funds for such projects. 

A letter from the Department of Health, Education, and Welfare, 
urging action of this legislation during this session of the Congress, 
reads as follows: 


Tue Secretary oF Heauta, Epucation, AND WELFARE, 
Washington, July 31, 1958. 
Hon. Joun Bett WituiaMs, 
Chairman, Subcommittee on Health, 
Interstate and Foreign Commerce Committee, 
House of Representatives. 

Dear Mr. CuarrMan: I would like to call to your attention the 
bill passed by the Senate and referred to your committee on July 
25, S. 3694, the Indian sanitation bill, which we are most anxious to 
have enacted this session of Congress. This is the Senate counterpart 
of H. R. 12100, H. R. 12133, and H. R. 12134. 

Any action you may be able to take to get this bill reported by 
the committee wiil be greatly appreciated. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


CHANGES IN EXISTING LAW 
In compliance with clause 3 of rule XIII of the Rules of the House 


of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
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omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Acr or August 5, 1954 


That all functions, responsibilities, authorities, and duties of the 
Department of the Interior, the Bureau of Indian Affairs, Secretary 
of the Interior, and the Commissioner of Indian Affairs relating to the 
maintenance and operation of hospital and health facilities for Indians, 
and the conservation of the health of Indians, are hereby transferred 
to, and shall be administered by, the Surgeon General of the United 
States Public Health Service, under the supervision and direction of 
the Secretary of Health, Education, and Welfare: Provided, That 
hospitals now in operation for a specific tribe or tribes of Indians shall 
not be closed prior to July 1, 1956, without the consent of the governing 
body of the tribe or its organized council. 

Sec. 2. Whever the health needs of the Indians can be better met 
thereby, the Secretary of Health, Education, and Welfare is author- 
ized in his discretion to enter into contracts with any State, Territory, 
or political subdivision thereof, or any private nonprofit corporation, 
agency or institution providing for the transfer by the United States 
Public Health Service of Indian hospitals or health facilities, includ- 
ing initial operating equipment and supplies. 

It shall be a condition of such transfer that all facilities transferred 
shall be available to meet the health needs of the Indians and that 
such health needs shall be given priority over those of the non-Indian 
population. No hospital or health facility that has been constructed 
or maintained for a specific tribe of Indians, or for a specific group 
of tribes, shall be transferred by the Secretary of Health, Education, 
and Welfare to a non-Indian entity or organization under this Act 
unless such a¢tion has been approved by the governing body of the 
tribe, or by the governing bodies of a majority of the tribes, for which 
such hospital or health facility has been constructed or maintained: 
Provided, That if, followimg such transfer by the United States 
Public Health Service, the Secretary of Health, Education, and Wel- 
fare finds the hospital or health facility transferred under this section 
is not thereafter serving the need of the Indians, the Secretary of 
Health, Education, and Welfare shall notify those charged with man- 
agement thereof, setting forth needed improvements, and in the event 
such improvements are not made within a time to be specified, shall 
immediately assume management and operation of such hospital or 
health facility. 

Src. 3. The Secretary of Health, Education, and Welfare is also 
authorized to make such other regulations as he deems desirable to 
carry out the provisions of this Act. 

Suc. 4. The personnel, property, records, and unexpended balances 
of appropriations, allocations, and other funds (available or to be 
made available), which the Director of the Bureau of the Budget 
shall determine to relate primarily to the functions transferred to the 
Public Health Service of the Department of Health, Education, and 
Welfare hereunder, are transferred for use in the administration ot 
the functions so transferred. Any of the personnel transferred pur- 
suant to this Act which the transferee agency shall find to be in excess 
of the personnel necessary for the administration of the functions 
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transferred to such agency shall be retransferred under existing law 
to other positions in the Government or separated from the service. 

Sec. 5. The Act of April 3, 1952 (66 Stat. 35), and all other laws or 
parts of laws in conflict herewith, are hereby repealed. 

Sec. 6. [This] Sections 1 to 5, inclusive, of this Act shall take 
effect July 1, 1955. 

Sec. 7. (a) In carrying out his functions under this Act with respect 
to the provision of sanitation facilities and services, the Surgeon General 
is authorized— 

(1) to construct, improve, extend, or otherwise provide and main- 
tain, by contract or otherwise, essential sanitation facilities, includ- 
ing domestic and community water supplies and facilities, drainage 
facilities, and sewage- and waste-disposal facilities, together with 
necessary appurtenances and fixtures, for Indian homes, communi- 
ties, and lands; 

(2) to acquire lands, or rights or interests therein, including sites, 
rights-of-way, and easements, and to acquire rights to the use of 
water, by purchase, lease, gift, exchange, or otherwise, when neces- 
sary for the purposes of this section, except that no lands, or rights 
or interests therein may be acquired from an Indian tribe, band, 
group, community, or individual other than by gift or for nominal 
consideration, if the facility for which such lands or rights or inter- 
ests therein are acquired is for the exclusive benefit of such tribe, 
band, group, community, or individual, respectively; 

(3) to make such arrangements and agreements with appropriate 
public authorities and nonprofit organizations or agencies and with 
the Indians to be served by such sanitation facilities (and any other 
person so served) regarding contributions toward the construction, 
umprovement, extension and provision thereof, and responsibilities for 
maintenance thereof, as in his judgment are equitable and will best 
assure the future maintenance of facilities in an effective and 
operating condition; and 

(4) to transfer any facilities provided under this section, together 
with appurtenant interests in land, with or without a money con- 
sideration, and under such terms and conditions as in his judgment 
are appropriate, having regard to the contributions made and the 
maintenance responsibilities undertaken, and the special health needs 
of the Indians concerned, to any State or Territory or subdivision or 
public authority thereof, or to any Indian tribe, group, band, or 
community or, in the case of domestic appurtenances and firtures, to 
any one or more of the occupants of the Indian home served thereby. 

(b) The Secretary of the Interior is authorized to transfer to the Surgeon 
General for use in carrying out the purposes of this section such interest 
and rights in federally-owned lands under the jurisdiction of the Depart- 
ment of the Interior, and in Indian-owned lands that either are held by 
the United States in trust for Indians or are subject to a restriction 
against alienation imposed by the United States, including appurtenances 
and improvements thereto, as may be requested by the Surgeon General. 
Any land or interest therein, including appurtenances and improvements 
to such land, so transferred shall be subject to disposition by the Surgeon 
General in accordance with paragraph (4) of subsection (a): Provided, 
That, in any case where a beneficial interest in such land is in any 
Indian, or Indian tribe, band or group, the consent of such beneficial 
owner to any such transfer or disposition shall first be obtained: Pro- 
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vided further, That where deemed appropriate by the Secretary of the 
Interior provisions shall be made for a reversion of title to such la y at 
ceases to be used for the purpose for which it is transferred or dispose 

(c) The Surgeon General shall consult with, and encourage the partici- 
pation of, the Indians concerned, States and political subdwwisions 
thereof, and the government of the Territory of Alaska in carrying out 
the provisions of this section. 


O 








851rH CONGRESS HOUSE OF REPRESENTATIVES \ REPORT 
2d Session No. 2638 


ADMINISTRATION: OF MISCELLANEOUS FEDERAL LANDS 
SITUATED IN NATIONAL FORESTS 


Avuacust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cooisey, from the Committee on Agriculture, submitted th 


ONi 
following OF 


REPORT vtP 


[To accompany 8. 3741] 


MAIN 
READING ROOM 


The Committee on Agriculture, to whom was referred the bill (S. 
3741) to facilitate administration and management by the Secretary 
of Agriculture of certain lands of the United States within natienal 
forests, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to simplify administration of the national 
forests by providing that the rules applicable to lands acquired under 
the Weeks law shall also apply to a large group of miscellaneous lands 
acquired under various other authorities and administered in connec- 
tion with the national forests. 


NEED FOR THE LEGISLATION 


Need for the legislation is outlined in some detail in the executive 
communication from the Department of Agriculture printed in the 
Senate report on the bill, which is incorporated herem. A similar 
letter was addressed to the Speaker of the House of Representatives 
and at hearings conducted by this committee on a similar House bill 
(H. R. 12953 by Mr. Cooley) various witnesses appeared in support of 
the measure and there werg no witnesses in opposition. 
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COST 


There is no element of cost to the United States connected with this 
legislation. It will substantially simplify certain procedures of the 
Forest Service and may result in some administrative saving. 


DEPARTMENTAL APPROVAL 


Enactment of the legislation was requested in executive communi- 
cations to the Speaker of the House and the President of the Senate 
asset out below in the report of the Senate Committee on Agriculture 
and Forestry on this bill. 


[S. Rept. No. 1853, 85th Cong., 2d sess.] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 3741), to facilitate administration and management by 
the Secretary of Agriculture of certain lands of the United States 
within national forests, having considered the same, report thereon 
with a recommendation that it do pass with an amendment. 

This bill would facilitate administration of the national forests by 
providing that the rules applicable to Weeks law lands shall also be 
applicable to a large group of lands acquired under various authorities 
and administered in connection with the national forests. Subject 
to minor exceptions, all Federal lands in the forests would then be 
administered as lands reserved from the public domain or Weeks law 
lands; and the Department would not have to consider conflicting 
rules applicable to various small parcels in taking any administrative 
action. <A full explanation of the bill is contained in the letter of the 
Secretary of Agriculture, attached hereto, requesting this legislation. 

The bill was intended to exclude from its provisions all revested 
Oregon and California Railroad grants; since 75 percent of the 
revenues from these lands are payable to the counties, while only 25 
percent of the revenues from national forest lands are payable to the 
county, and it was not the intention of the bill to change this arrange- 
ment. It was subsequently discovered that certain revested Oregon 
and Cahfornia Railroad grant lands had not been excluded; and the 
committee amendment, which has the approval of the Department 
of Agriculture, would remedy this oversight by excluding these lands. 

The bill would not result in any additional Federal expenditure. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 23, 1958. 
The Honorable the PresmpENT oF THE SENATE, 
United States Senate. 

Dear Mr. Presipent: There is enclosed for consideration by the 
Senate a suggested draft of a bill to facilitate administration and 
management by the Secretary of Agriculture of certain lands of the 
United States within national forests. 

We recommend that this bill be enacted. 

The proposed legislation would provide that all Federal lands 
within national forest boundaries acquired for or in connection with 
the national forests or placed under jurisdiction of Forest Service for 
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administration substantially in accordance with national forest regu- 
lations, policies, or procedures, except lands reserved from the public 
domain or acquired through exchange of public domain land or timber 
and lands in towns or cities, will be subject to the Weeks Act of 
March 1, 1911 (36 Stat. 961), as amended, and to laws and regulations 
applicable to national forest lands acquired thereunder. 

From the standpoint of origin and status, lands administered by the 
Forest Service within the national forests generally fall into two 
broad groups. These are (1) about 160 million acres ‘reserved from 
the public domain for national forest purposes or acquired through 
exchange of such reserved land or timber, and (2) about 21 million 
acres reacquired by the United States from private, State, or local 
governmental ownership through purchase, exchange, donation, or 
settlement. 

Most of the lands in group 2 above have been acquired by the United 
States under authority of the Weeks Act of March 1, 1911 (36 Stat. 
961), as amended, which provides for purchase of lands to promote 
production of timber or regulation of streamflow. Lands acquired 
under this act are reserved as national forest lands and they also are 
subject to specific laws authorizing exchange, classification of small 
tracts of agricultural land, and development of mineral resources. 
These provisions of law permit full multiple-use management of Weeks 
Act lands and resources and consolidation of the national forest units 
of which they are a part. 

There is within the national forest boundaries, however, a substan- 
tial acreage of land (an estimated 1,400,000 acres) acquired other than 
under the Weeks law or in exchange for reserved public domain land. 
This includes lands acquired pursuant to the emergency relief acts of 
1933 and 1935, the Bankhead-Jones Act of 1937, the National Forest 
Donation Act of March 3, 1965, as amended, certain “receipts acts”’ 
which authorize the purchase of lands in national forests, and miscel- 
laneous land purchase or exchange laws. It also includes lands taken 
by the United States in settlement of legal actions, declared excess 
by other agencies and transferred to this Department, or otherwise ac- 
quired and included in the national forests or assigned to the Forest 
Service for management substantially in accord with national forest 
policies and practices. 

These lands are not subject to the exchange provisions applicable to 
Weeks law lands and many of them are not subject to mineral develop- 
ment authorizations, except for leasable minerals. Neither are they 
subject to the exchange and mineral development authorities apphi- 
cable to national forest lands reserved from the public domain. A 
small acreage lacks national forest status. These lands therefore are a 
third general class of lands administered by the Forest Service. They 
are widely scattered throughout the national forests and present prob- 
lems of use, disposal, and accounting. This situation often prevents 
the accomplishment of national forest consolidations by land exchange 
and the efficient administration and utilization of the national forest 
resources. 

The draft bill herein recommended would give these lands common 
status with national forest lands acquired under the Weeks law, as 
amended, which constitute the major part of the acquired national 
forest area. It would apply only to acquired lands administered as 
parts of or in connection with the national forests and situated within 
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national forest boundaries. ‘The status of national forest lands ad- 
ministered as such under the act of June 24, 1954 (68 Stat. 270), and 
which were formerly revested Oregon and California Railroad grant 
lands would not be affected. 

Its enactment would simplify administration and facilitate land 
ownership adjustments. It would not: (1) extend national forest 
boundaries, (2) grant any additional authority for Federal acquisi- 
tion of lands, (:}) increase Federal land ownership, or (4) add to Fed- 
eral expenditures. 

A similar letter is being sent to the Speaker‘of the House. 

The Bureau of the Budget advises that there is no objection to the 
submission of this proposed legislation and explanatory letter to the 
Congress for its consideration. 

Sincerely yours, 
E. T. Benson. 


O 








85TH CONGRESS HOUSE OF REPRESENTATIVES { REPORT 
9d Session 


No. 2639 


AMENDMENT OF THE ACT OF JULY 1, 1958; PROVIDING 
FOR THE PROCUREMENT AND SUPPLY OF GOVERN- 
MENT HEADSTONES AND MARKERS 


Aveust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Vinson, from the Committee on Armed Services, submitted tb 
following 


REPORT 


[To accompany 8. 3882] READING ROOM 


The Committee on Armed Services, to whom was referred the bill 
(S. 3882) to amend the act of July 1, 1958, chapter 791 (24 U.S. C. 
279a), providing for the procurement and supply of Government 
headstones and markers, having considered the same report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE AND EXPLANATION OF THE BILL 


This bill would permit the Secretary of the Army to furnish head- 
stones for unmarked graves of any member of a Reserve componeot 
of the.armed services, of the National Guard or Air National Guard, 
and members of the Reserve Officers Training Corps, who die under 
conditions incident to service on behalf of the United States, provided 
that the death, injury, illness, or disease of the decedent occurred or 
was contracted under honorable conditious. 

If this proposal becomes law it will, insofar as the furnishing of 
headstones is concerned, provide the individuals specified in the bill 
with the same benefits accorded members of the armed services who 
died in the service and former members whose last service terminated 
honorably. Approximately 60 individuals in this category died this 
past year. Based on the number of applications the Department 
of the Armyhas received for those now eligible, it is estimated that 
headstones will be requested for less than half of these. 


COMMITTEE RECOMMENDATIONS 


The committee unanimously approved the bill. 
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COST DATA 


The Department of the Army estimates, on the basis of past experi- 
ence, that no more than 30 applications annually will be made for 
headstones if the bill is enacted. Based on this estimate, the legisla- 
tion should not cost more than $700 annually. However, as is indi- 
cated in the Department report, any additional cost resulting from 
the enactment of this bill will be absorbed in applicable appropri- 
ations. 

DEPARTMENT RECOMMENDATIONS 


This bill is a part of the legislative program of the Department of 
Defense and has the approval of the Bureau of the Budget, as is shown 
by the following letter: 


May 14, 1958. 
Hon. Sam Rayspurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation, to amend section 1 of the act of July 1, 1948 (62 Stat. 1215), 
providing for the procurement and supply of Government headstones 
or markers. 

This proposal is a part of the Department of Defense legislative 
program for 1958, and it has been approved by the Bureau of the 
Budget. The Department of the Army has been designated as the 
representative of the Department of Defense for this legislation. It is 
recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to permit the Secretary 
of the Army to furnish headstones for unmarked graves of any member 
of a Reserve component of the armed services, of the National Guard 
or Air National Guard, and members of the Reserve Officers’ Training 
Corps, who die under conditions incident to service on behalf of the 
United States, provided that the death, injury, illness, or disease of the 
decedent occurred or was contracted under honorable conditions. 

If this proposal becomes law it will, insofar as the furnishing of 
headstones is concerned, provide the individuals specified in the bill 
with the same benefits accorded members of the armed:services who 
die in the service and former members whose last service terminated 
honorably. 

COST AND BUDGET DATA 


No figures are available indicating the number of headstones which 
the Government may be called upon to furnish under this legislation. 
It is believed, however, that the cost will be nominal. Any additional 
cost resulting from the enactment of this proposal will be absorbed in 
applicable appropriations. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill S. 3882 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


(62 Stat. 1215) 
CHAPTER 791 


AN ACT To provide for the procurement and supply of Government headstones 
or markers for unmarked graves of members of the Armed Forces dying in the 


service or after honorable discharge therefrom, and other persons, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of the 
Army is authorized and directed for furnish, when requested, appropriate 
Government headstones or markers at the expense of the United States 
for the unmarked graves of the following. [soldiers of the Union and 
Confederate Armies of the Civil War, and for the unmarked graves 
of all members of the armed forces of the United States dying in the 
service, or former members whose last service terminated honorably; 
and for all unmarked graves in post and national cemeteries. ] 

(1) Soldiers of the Union and Confederate Armies of the Civil War. 

(2) Members of the Armed Forces of the United States dying in the 
service and former members whose last service terminated honorably. 

(3) Persons buried in post and national cemeteries. 

(4) Members of a reserve component of the Armed Forces of the United 
States, and members of the Army National Guard or the Air National 
Guard, whose death occurred under honorable conditions while they 
were-— 

(A) on active duty for training, or performing fulltime service 
under section 316, 503, 504, or 5065 of title 32, United States Code; 
“(B) performing authorized travel to or from that duty or service; 
“(O) on authorized inactive duty training, including training 
performed as members of the Army National Guard or the Air 
National Guard; or 
‘(D) hospitalized or undergoing treatment, at the expense of the 
United States, for injury or disease contracted or incurred under 
honorable conditions while they were— 
““(a) on that duty or service; 
“(at) performing that travel or inactive duty training; or 
“(4it) undergoing that hospitalization or treatment at the 
expense of the United States. 

‘““(6) Members of the Reserve Officers Training Corps of the Army, 
Navy, or Air Force whose death occurred under honorable conditions while 
they were— 

“(A) attending an authorized training camp or on an authorized 
practice cruise; 


“(B) performing authorized travel to or from that camp or cruise; 
or 





PROCUREMENT OF GOVERNMENT HEADSTONES 


“(C) hospitalized or undergoing treatment, at the expense of the 
United States, for wnjury or disease contracted or incurred under 
honorable conditions while they were— 

““(4) attending that camp or on that cruise; 
“(a) performing that travel; or 
“(ii) undergoing that hospitalization or treatment at the 
expense of the United States.”’ 
The Secretary of the Army, the Secretary of the Navy, and the 
Secretary of the Air Force are authorized * * *. 


O 











85TH CoNGRESS HOUSE OF REPRESENTATIVES \ REpPortT 
2d Session No. 2640 


AUTHORIZING THE EXPENDITURE OF FUNDS THROUGH 
GRANTS FOR SUPPORT OF SCIENTIFIC RESEARCH 


Avaust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. WiuuiaMs of Mississippi, from the Committee on Interstate 
and Foreign Commerce, submitted the following 


REPORT SEP 9 


[To accompany 8S. 4039] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 4039) to authorize the expenditure of funds through 
grants for support of scientific research, and for other purposes, having 
considered the same, report favorably ‘thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On the first page, line 4, strike out “engaged in making” and insert 
in lieu thereof “‘authorized to enter into”’. 

Page 2, lines 13 and 14, strike out “Committees on Appropriations 
and to the Committees on Government Operations’’ and insert in lieu 
thereof “appropriate committees’’. 

Page 2, fine 17, strike out “section 1” and insert in lieu thereof “the 
first section”’. 

Purpose oF LEGISLATION 


The purpose of this bill is to authorize those Federal Government 
departments and agencies authorized to enter into contracts for basic 
scientific research at institutions of higher education, or at nonprofit 
organizations whose primary purpose is the conduct of scientific 
research, to (1) make grants for the support of such research; and 
(2) vest in such institutions or organizations, without further obliga- 
tion to the Government, title to equipment purchased with such 
grant or contract funds. 

S. 4039 would not authorize any new research programs or activities 
or increase Federal expenditures. The authority granted by its pro- 
visions would be entirely permissive in nature, leaving it up to each 
individual agency to exercise its discretion with regard to whether it 
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uses the grant or contract procedure and whether it retains title to 
equipment purchased under the contract or grant. 


NEED FOR LEGISLATION 


Under existing law, all Federal agencies and departments, which 
are engaged in the support of basic scientific research, are authorized 
to support such activities by entering into contracts with colleges, 
universities, or other scientific nonprofit organizations for the con- 
duct of such rese@rch. Only three agencies—the National Science 
Foundation and the Departments of Agriculture and Health, Educa- 
tion, and Welfare—are now authorized to accomplish this work by 
means of grants as well as contracts. ‘Furthermore, as these projects 
are completed, various problems arise concerning the disposition of 
the equipment used in connection with such research activities, title 
to which is retained by the Government. 

It is reported that certain types of research may be accomplished 
more advantageously by means of contracts, whereas others are better 
accomplished by grants. It appears further that a considerable 
amount of expense and unnecessary labor results from the retention 
by the Government of title to equipment used in carrying out re- 
search projects due to the necessity for maintaining records, and trans- 
porting and storing such property, which is often unsuitable for any 
other use. 

This bill was submitted by Dr. Alan T. Waterman, Director of the 
National Science Foundation. The changes made by the House 
amendments are merely of a clarifying nature. 


HEARINGS 


Hearings were held on July 24, 1958, by the Subcommittee on Health 
and Science on H. R. 13091 which is a companion bill to S. 4039. 

Appearing in support of this legislation were Dr. Alan T. Waterman, 
Director, National Science Foundation; Mr. Ben G. Huff, Director, 
Office of Research and Services, Office of Assistant Secretary of 
Defense (Research and Engineering); Dr.-C. W. Shilling, Deputy 
Director, Division of Biology and Medicine, Atomic Energy Com- 
mission; and Dr. Stanley B. Fracker, Assistant to the Administrator, 
Agricultural Research Service, Department of Agriculture. No wit- 
nesses appeared in opposition to the bill. 


CONCLUSION 


It is the considered judgment of the committee that S. 4039 is a 
most meritorious measure which will promote the progress of scientific 
research in the United States. This measure will provide greater 
flexibility and economy in the conduct and administration of such 
research without authorizing any new projects or activities and 
without increasing Federal expenditures: It has the support of all 
of the agencies and departments of the executive branch which have 
scientific research responsibilities. 

The committee urges favorable action on this bill. 
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AGEeNncy Reports 


The explanation of this legislation submitted by the National Science 
Foundation is as follows: 


1, USE OF GRANTS FOR THE FEDERAL SUPPORT OF BASIC SCIENTIFIC 
RESEARCH AT INSTITUTIONS OF HIGHER EDUCATION AND OTHER 
NONPROFIT ORGANIZATIONS 


Nature of basie research 


Basic research is that type of research which is directed toward 
increase of knowledge in science. It is research where the primary 
aim of the investigator is a fuller knowledge or understanding of the 
subject under study, rather than a practical application thereof. 


Present responsibilities of Federal agencies for the conduct and support 
of basve research 


Section 4 of Executive Order 10521, dated March 14, 1954, states: 


Sec. 4. As now or hereafter authorized or permitted by 
law, the Foundation shall be increasingly responsible for 
providing support by the Federal Government for general- 
purpose basic research through contracts and grants. The 
conduct and support by other Federal agencies of basic 
research in areas which are closely related to their missions 
is recognized as important and desirable, especially in 
response to current national needs, and shall continue. 


Magnitude and scope of present Federal financing of basic research 
Total obligations for basic research during fiscal year 1958 will 
probably fall somewhere in the range of $200 million to $250 million. 
This basic research will be carried on primarily in Federal laboratories, 
in research centers operated under contract for the Government, and 
and within colleges and universities under grants and contracts from 
various Federal agencies. With respect to this third category, it is 
estimated that Federal obligations in the current fiscal year will be 
somewhere in the neighborhood of $100 million. While precise data 
are not available on this point, it would appear that around 50 to 60 
percent of federally financed basic research at colleges and universities 
is supported by grant and 40 to 50 percent supported by contract. 
Agencies currently engaged in supporting basic research at colleges 
and universities include the Departments of Agriculture; Army, Navy, 
and Air Force; Health, Education, and Welfare; Interior; Commerce; 
Atomic Energy Commission; National Advisory Committee for Aero- 
nautics; and the National Science Foundation. Of these, HEW, 
NSF, and Agriculture have authority to make grants; the others do not, 


Advantages of the grant over the contract 


Where the Government desires to engage the services of an educa- 
tional or nonprofit organization for the conduct of a specific piece of 
research directed toward a specific problem, the use of the contract 
form is obviously in order. On the other hand, where it is the desire 
of the Government to stimulate and support fundamental research 
in a given field, with the perimeters of inquiry limited only by the 
curiosity and creativity of the scientific investigator, the use of the 
grant form has several marked advantages. 
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First, the psychological relationship between the recipient institu- 
tion or individual and the Government is more in keeping with the 
concept of maximum freedom of action for the scientific investigator. 
Second, the problem is avoided of endeavoring to adapt detailed 
contract regulations designed primarily for the procurement of hard- 
ware to the support of creative, fundamental research. Third, 
advance payment of the grant can. be made without the vouchering 
of expenditures and accompanying ‘‘progress reports” or other ‘proof 
of work’’—both of which exercise a deadening effect upon the initiative 
of the scientist. 

The accompanying bill is designed to enable agencies not now having 
such authority to exercise discretion as to the legal instrument to be 
used in the support of basic research at educational institutions or 
other nonprofit organizations. The authority requested would be 
permissive, not mandatory, in character. If a particular undertaking 
were relatively narrow in scope, or if the agency for any reason 
desired to maintain a fairly close rein on the pursuit of the research, 
it could use the contract form. Conversely, if it were the agencies’ 
desire in other cases to support fundamental research in a broad 
field, with full latitude for the choice of particular lines of inquiry, 
the grant instrument could be used. 


2. TITLE TO EQUIPMENT 


One of the most troublesome administrative problems involved in 
the Federal support of research at colleges and universities concerns 
the disposition of property and equipment to which the Government 


retains title. Although appendix C of the Armed Services Procure- 
ment Regulations issued in July 1952 had the effect of improving 
regulations previously in force, the present situation continues unsatis- 
factory from the viewpoints of both educational institutions and the 
Government. The time and expense involved in keeping records of 
equipment may often exceed the original value of the equipment. 
There is unnecessary variation in the records required by different 
agencies and needless duplication of records by universities (despite 
the fact that appendix C of ASPR assigns to the contractor the pri- 
mary responsibility for recordkeeping). Much time and labor is 
frequently spent after termination of research contracts in the formal 
and often fruitless circulation throughout the Government of long 
lists of highly specialized equipment, particularly with respect to 
minor items of equipment. Furthermore, in many cases, it would be 
prohibitively costly to relocate major items of equipment back into 
a Government warehouse. 

Generally, two reasons account for the retention of title by the 
Government to equipment obtained with Federal funds. One is 
of a legal character, agencies being unable to transfer title to Govern- 
ment property without further obligation to the Government in the 
absence of some tangible consideration; second is the feeling on the 
part of agencies that, conceivably, the Government might have need 
for the equipment at a different location after the termination of the 
research. In order to meet these two problems and to simultaneously 
protect the Government’s interest, it is recommended that legislative 
authority be sought which would authorize Federal agencies support- 
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ing or contracting for research and development work at educational 
or nonprofit institutions to provide in the grants or contracts that 
title to equipment financed by the agency in connection with the 
research would rest with the institution without further obligation 
to the Government, or on such other terms and conditions as the 
agency deems appropriate. 

O 





85TH ConGrREsS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2641 


TECHNICAL AND ADMINISTRATIVE AMENDMENTS TO RAILROAD 
RETIREMENT ACT, RAILROAD UNEMPLOYMENT INSURANCE 
ACT, AND SOCIAL SECURITY ACT 


Aucust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstate and fWersity 


Commerce, submitted the following OF MICHIGAN 


REPORT SEP 2 1958 


MAIN 

[To accompany H. R. 7166] READING ROOM 

The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 7166) to amend the Railroad Retirement Act 
of 1937 and the Railroad Unemployment Insurance Act, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the ‘pill as amended do pass. 

The amendments, as they appear in the reported bill, are as follows: 

(1) Page 2, lines 1 and 2, strike out “and all purposes of title II of 
the Social Security Act,”’. 

(2) Page 2, strike out lines 19 and 20. 

(3) Page 2, line 21, strike out “‘further’’. 

(4) Page 3, line 3, strike out “‘1957” and insert “1958”; and strike 
out ‘ oF provided” and insert ‘‘Provided’’. 
(5) Page 3, line 11, strike out “For purposes of section 5 (k)” and 
all that follows down through line 19 on page 3, and insert in lieu 
thereof the following: 


An application filed with the Board pursuant to this para- 
zraph shall be deemed filed as of the same date also with the 
Secretary of Health, Education, and Welfare for the purpose 
of determining a “period of disability” under section 216 (i) 
of the Social Security Act. 


(6) Page 5, line 1, strike out “‘of’’ and insert ‘‘if’’. 

(7) Page 7, line 16, strike out “‘after’’ and insert “beginning with’’. 
(8) Page 9, strike out lines 13 through 18. 

(9) Page 9, line 19, strike out “(f)” and insert “‘(e)’’. 
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(10) Page 10, line 7, strike out ‘where such determination would”’ 
and all that follows down through “Social Security Act’’ in line 10 on 
page 10. 

(11) Page 10, line 11, strike out ‘(g)’’ and insert ‘‘(f)’’. 

(12) Page 10, line 18, strike out “‘(h)’”’ and insert ‘‘(g)’’. 

(13) Page 10, line 25, strike out “(i)” and insert “‘(h)’’. 

(14) Page 11, line 8, strike out “‘(j)’”’ and insert ‘‘(i)’’. 

(15) Page 12, line 4, strike out “amended—”’ and insert ‘“‘amended’’. 

(16) Page 12, strike out lines 5 through 12. 

(17) Page 12, line 13, strike out ‘‘(2)”’. 

(18) Page 13, line 9, strike out ‘‘(j)’”’ and insert ‘‘(i)”’. 

(19) Page 13, line 12, strike out ‘‘(h)” and insert ‘‘(g)”’. 

(20) Page 13, line 13, strike out “(i)” and insert ‘‘(h)’’. 

(21) Page 13, line 20, strike out ‘sections 1 (b) and 2 (e)” and 
insert “section 1 (b)’’. 

(22) Page 14, line 4, strike out “‘(g)” and insert ‘‘(f)”’. 

(23) Page 14, line 7, strike out “‘(f)” the second time it appears in 
that line and insert “‘(e)’’. 

(24) Page 16, line 14, strike out “‘(a)” the first time it appears in that 


(25) Page 16, strike out line 23 and all that follows down through 
line 5 on page 17. 

...,(26) Page 17, lines 14 and 18, strike out “1957” and insert “1958’’. 

ce? (27y Page’17, immediately below line 21, insert the following: 


Part ILI—AMENDMENTS TO THE Soctat Security Act 


Sec. 301. Section 202 (t) of the Social Security Act is 
amended by changing the period at the end of paragraph (4) 
thereof to a comma and inserting thereafter the word “or” 
and the following: 

“(E) the individual on whose employment such 
benefit is based had been in service covered by the 
Railroad Retirement Act which was treated as employ- 
ment covered by this Act pursuant to the provisions 
of section 5 (k) (1) of the Railroad Retirement Act.” 

Sec. 302. The amendments made by section 301 of this 
Act shall apply with respect to monthly benefits under 
section 202 of the Social Security Act for months after 
December 1956, and with respect to lump-sum death pay- 
ments under such section 202 in the case of deaths occurring 
after December 1956. 


Amend the title so as to read: 


A bill to amend the Railroad Retirement Act of 1937, the 
Railroad Unemployment Insurance Act, and the Social 
Security Act. 

Purpose OF BILL 


The amendments proposed by the reported bill are technical and 
are designed principally to simplify and improve administration 
of the Railroad Retirement and Railroad Unemployment Insurance 
Acts. They would also correct certain inequities and anomalies, 
eliminate references to obsolete laws, and insure that the provisions 
conform with comparable provisions in the Social Security Act. 


pe 
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jy (TED STA AOA latter change is especially important because of the provision 
in the Railroad Retirement Act guaranteeing that monthly benefits 

shall not be less than would be payable under the Social Security Act. 

This bill would not affect the cost of benefits under the systems in 

any significant amount. Actually, through the simplification and 
improvement of operations, administrative costs would be lowered. 


EXPLANATION OF BILL 
I. AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Part I of the reported bill would amend the Railroad Retirement 
as by making the following changes: 

. Computation of the monthly compensation, average monthly 
-euatonanaia and the amounts of retirement and survivor annuities 
would be simplified (sees. 1 (a), 1 (e), and 2 (i)). 

2. Payments of small annuities in the form of commuted lump sums 
| would be made on the same basis for retirement as for survivor annui- 
ties (sec. 1 (d)). 

3. Calculation of the average monthly remuneration would be sim- 
plified by using closing dates consistent with those provided in the 
Social Security Act (see. 2 (i)). 

The provision for maximum family benefits to survivors would 
be applied to the benefits remaining re work deductions have been 
wee as mi the Social Security Act (sec. 2 (¢)). 

The provision for deductions from benefits of lump-sum payments 
lil the 1935 Social Security Act and of certain unpaid taxes would 
be eliminated (sec. 2 (d)). 

6. The provision for crediting wages and self-employment 1 income 
toward survivor benefits would be made consistent with the present 
language of the Social Security Act (sec. 2 (f)). 

7. An employee insured under the Railroad Retirement Act would 
have an insured status no less favorable than under the Social Security 
Acts(sees. 2 (g) and 2 (h)). 

8. The Board would have the authority to make disability-freeze 
determinations for career railroad employees with 10 or more years 
of service (secs. 1 (b), 2 (e) (1), 2 (e) (2) and 2 (e) (3)). 

9. Changes would be made in the order of payment of annuities to 
retired employees, spouses, and survivors which are due but unpaid 
at death (see. 1 (c)) 

10. Changes would be made in the order of payment of insurance 
lump-sum and residual payments (secs. 2 (a) and 2 (b)). 

The penalties for false or fraudulent reports to the Board would 
be made consistent with similar provisions under the Railroad Unem- 
ployment Insurance Act and would be deposited in the railroad 
retirement account (sec. 4). 

12. The Board would be authorized to establish nine positions in 
grades GS-16 to GS-18 (sec. 3) 

A brief explanation of these matters follows: 

1. Simplification of computations: The method of computing bene- 
fits would be simplified by rounding to the next lower multiple of $1 
the monthly compensation used in the computation of retirement 
benefits and the average monthly remuneration used in the computa- 
tion.of.survivors insurance benefits. The amount of a retirement or 
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survivor annuity which is not a multiple of $0.10 would be raised to 
the next higher multiple of $0.10. These changes would greatly 
simplify the calculations of the averages of earnings on which amounts 
of benefits are based. They would also make possible the preparation 
of relatively simple annuity tables based on the averages and other 
figures, thus eliminating the actual computation of annuities in hun- 
dreds of thousands of future benefit claims, and thereby speeding up 
their handling. The amendments would have a trivial effect on the 
amounts of annuities, either individually or in the aggregate, since 
the reduction of the monthly compensation and average monthly 
remuneration to the next lower multiple of $1 would be made up, 
substantially, by raising the retirement or survivor annuity to the 
next higher multiple of $0.10. 

2. Lump-sum payments of small retirement annuities: Under 
present law, a retirement annuity must be less than $2.50 before it 
may be paid in a single sum equal to its commuted value. However, 
a survivor annuity of up to $5 may be commuted. Under the bill, 
the same limit—$5—would apply in the commutation for both the 
r.tirement and survivor annuities. Actually, the provision would 
have little application, since only in extremely special cases wouid 
annuities in such small amounts be payable. 

3. Closing dates: Under present law, the closing date (that is, the 
date after which earnings are not counted) in the calculation of aver- 
age monthly remuneration is the first day of the calendar quarter in 
which the employee died or in which he reached age 65 and was com- 
pletely insured. Under this bill, the closing date would always be 
the first day of the calendar year as under the Social Security Act. 
Conformity with the provisions of the Social Security Act would 
substantially simplify the computation of survivor benefits under the 
regular railroad formulas. 

4. Application of maximum survivor benefit provision after work 
deductions: Under the Railroad Retirement Act, the maximum 
survivor benefit provision is now applied before making deductions 
under the work clause. Under the Social Security Act, the family 
maximum is applied after the application of work-clause deductions. 
This change would create consistency with the Social Security Act 
and would also simplify application of the maximum provisions. At 
present, the social security minimum guaranty provision sometimes 
applies only because of this lack of consistency. The provision for 
calculating the minimum survivor annuity before making work deduc- 
tions would not be affected. The principal effect of this change, 
therefore, would be to improve administration of the survivor benefit 
provisions by eliminating the confusion resulting from the conflicting 
treatment of work deductions in maximum benefit cases. 

5. Deductions from benefits of lump-sum payments and unpaid 
taxes: The bill would eliminate present provisions of the act which 
require deductions from monthly annuities of certain obsolete types 
of payments, such as lump-sum payments under the Social Security 
Act and of unpaid taxes for 1939 of employees over age 65. This 
change would agree with similar amendments in the Social Security 
Act, which were made because little or no basis for such deductions 
existed. 

6. Crediting of wages and self-employment income: The provisions 
for crediting social-security wages and self-employment income in 
the computation of railroad survivor benefits would be made consistent 
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with the corresponding provisions of the Social Security Act as 
amended in 1954 by the removal of language made unnecessary as a 
result of such amendments. 

7. Insured status of employees: Under present law, there are some 
employees who are only partially insured at death under the Railroad 
Retirement Act but who, by reason of the new start provisions of the 
Social Security Act, would have died fully insured if their employment 
had been covered by that act. The amendment would provide for 
such employees to have a completely insured status under the Railroad 
Retirement Act, which is comparenle to a fully insured status under 
the Social Security Act. This provision would be important, for 
practical purposes, only for employees whose total railroad service 
does not include at least 10 years of such service after 1936. 

8. Disability freeze determinations: The bill would transfer to the 
Railroad Retirement Board the authority to make “disability freeze”’ 
determinations under the Social Security Act with respect to career 
railroad workers, whose benefits or whose survivor’s benefits under 
the Railroad Retirement Act might be affected by such a determina- 
tion under the “overall social-security minimum’’ provision of the 
Railroad Retirement Act. This change would rectify the condition 
whereby the Social Security Administration was given the exclusive 
authority to make ‘freeze’ determinations in the Social Security 
Amendments of 1954 with respect to career railroad workers whose 
rights to benefits otherwise were exclusively within the jurisdiction of 
the Railroad Retirement Board. This provision would, accordingly, 
avoid undesirable conflict on questions of jurisdiction and adjudica- 
tion and further the general purpose of the bill to effect more efficient, 
quicker, and cheaper administration. 

The condition to be corrected by the bill arose from the inclusion of 
the provision in the Social Security Amendments of 1954 (providing 
for these determinations of “freeze periods’’) to amend section 5 (k) (1) 
of the Railroad Retirement Act so as to give the Social Security Ad- 
ministration the right to use railroad service as employment qualifying 
a person for a “freeze period’ and giving exclusive jurisdiction over 
the determination of such a period to the Social Security Administra- 
tion. These provisions would be modified by the bill to permit the 
Railroad Retirement Board, as well as the Social Security Administra- 
tion, when railroad service is used as qualifying a person for a “‘dis- 
ability freeze’’ determination, to make the determination in the career 
railroadman’s case, that is, in cases in which the railroadman had full 
10 years service before becoming disabled and possibly qualifying for 
the “freeze.”’ 

The career railroad employee with 10 years of railroad service who 
is totally and permanently disabled for all employment and would be 
qualified for a “period of disability” or the “freeze,” would always, 
regardless of his age, be eligible also for a full disability annuity under 
the Railroad Retirement Act because the statutory definitions of the 
qualifying disability for both purposes are identical as a practical 
matter. The bill, consequently, would give the Railroad Retirement 
Board the same authority as the Secretary of Health, Education, and 
Welfare would otherwise have to make determinations as to a ‘“‘period 
of disability” for the men with 10 years’ railroad service. This de- 
termination would not be conclusive, under the bill, on the Social 
Security Administration, but for all practical purposes it would have 
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no effect on employee benefits under the Social Security Act at any 
time unless the employee had already acquired sufficient service 
subject to that act to qualify him for benefits thereunder. . The 
bill would not affect the jurisdiction of the Social Security Adminis- 
tration to make the “disability determination” for the employee, 
however, even though he had 10 or more years of railroad service, 
and even though he had already obtained the determination from the 
Railroad Retirement Board. 

The essence of this ‘disability freeze” provision is to give the Board 
the same authority as the Social Security Administration has to make 
determinations in these cases. The effect, insofar as the railroad«re- 
tirement system is concerned, would be in the application of the so- 
called ‘overall social-security minimum” provision of the Railroad 
Retirement Act under which benefits payable to an employee and his 
family cannot be less than the benefits or additional benefits that 
would be payable under the Social Security Act if his railroad service 
after 1936 were employment subject to the Social Security Act. The 
effect would be principally on the benefits to the survivors of railroad 
employees because survivor benefits are gene rally payable under the 
so-called “social security minimum,’ whereas the employee’s own 
benefit, and that of his spouse, usually are not. As indicated, the 
only employees who would be affected by this change are career 
railroad employees, most of whom would have no service under the 
social security system and, therefore, no relationship whatever with 
that system. The determinations made by the Board would be made 
at the time of the application of these career railroadmen for disa- 
bility benefits under the Railroad Retirement Act. The Railroad 
Retirement Board would have all relevant evidence as to the condi- 
tion of the employee as of the pertinent time, acquired for purposes 
of the application to the Board for a disability annuity under the 
railroad retirement system. And since the bill would provide also 
that the application of such employee to the Railroad Retirement 
Board for the “freeze’’ would be regarded as filed with the Social 
Security Administration as of the same date, the employee would be 
spared the burden and effort of filing another application. The “dis- 
ability freeze’’ provisions of the bill would add to efficiency and econ- 
omy of administration, and would promote the interests of the dis- 
abled worker and his family without at the same time adversely 
affecting the jurisdictional authority of either agency concerned. 

9. Annuities due but unpaid at death: The bill attempts to simplify 
the treatment of annuities due but unpaid at death of the beneficiary 
by modifying the order of precedence in which survivors may receive 
them. A retirement annuity which is due but unpaid at death would 
be paid to the employee’s widow (or widower) if she was living with 
the employee at the time of his death. If there were no such surviving 
widow (or widower) the payment would be made, on a prorata basis, 
to the persons who paid the employee’s burial expenses. Any excess 
over the amount of the burial expenses would be paid to children, 
grandchildren, parents, or brothers and sisters of the deceased em- 
ployee, in the order named. 

Payment of accrued survivor annuities would be paid in the same 
order as for accrued retirement annuities. However, no payments 
would be paid to persons who paid the burial expenses of the employee 
because of the difficulty of establishing the facts concerning payment 
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of such expenses of an employee who had been dead for some time, 
Thus, the order of payment of accrued survivor annuities would be 
widow, widower, children, grandchildren, parents, and brothers and 
sisters. 

Accrued annuities due a deceased spouse would be paid, first, to 
the employee himself, and next in the order specified for accrued re- 
tirement annuities. 

10. Insurance and residual lump-sum benefits: Payment of’ the 
regular instraace lump-sum benefit would be limited to the employee’s 
widow (or widower) who has been living with the employee at the 
time of his death and who will not have died before receiving such lump 
sum, or to persons who paid the employee’s burial expenses. No one 
else could receive the regular insurance lump sum. This change would 
eliminate payment of many small amounts to other relatives of the 
deceased employee (i. e., adult children, nondependent parents, etc.) 
which would generally become part of the residual benefit, The 
deferred insurance lump sum would still be paid to the widow or 
widower, child or parent of the employee; this payment is made when 
survivor annuities in the year following the death of the employee 
are less than the full amount of insurance lump sum. 

The residual lump-sum benefit would be paid to a designated 
beneficiary as under’present law, or if no beneficiary has been desig- 
nated, in the order provided in section 2 (b) of the bill. 

11. Penalties for false reports: This proposal is to require that fines 
and penalties, if any, collected for false and fraudulent reports be 
deposited in the railroad retirement account, and, in general, would 
conform to the corresponding provisions ia the Railroad Unemploy- 
ment Insurance Act. 

12. Establishment of supergrades: The Board would be authorized 
to place nine positions nm grades GS-16 to GS-18. These would 
include 4 positions in grade GS-16, 4 in grade GS-17, and 1 in grade 
GS-18. This provision would enable the Board to compensate ade- 
quately persons in important and key positions which are vital to its 
operations: 

13. The bill as introduced would also have authorized the Railroad 
Retirement Board to pay the expenses, tuition, and salaries of em- 
ployees designated by the Board to attend courses at certain training 
institutions. The amount of training per employee would have been 
limited to 240 class hours per year and the cost of such training would 
have been under the close scrutiny of the Board. 

On July 7, 1958, Public Law 85-507, known as the Government 
Employees Training Act, was enacted. This act will adequately 
provide for the training of employees of the Railroad Retirement 
Board. Hence, the provision in the bill for the payment of expenses 
for training employees has been deleted. 


Il. AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Part II of the bill would also make a number of changes in the 
Railroad Unemployment Insurance Act: 

1. Compensation for a working day, which includes part of 2 con- 
secutive calendar days, would be considered compensation for the first 
day, instead of compensation for the second day as at present, and 
would result in no substantive change (sec. 201 (a) (1)). 
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2. The amount of earnings which may be considered as “subsidiary 
remuneration,’ and therefore not affecting payment of benefits, would 
be increased from $1 to $3 a day (sec. 201 (a) (2)). 

3. The railroad unemployment insurance administration fund would 
be included in the ‘(unemployment trust fund” in order to earn interest 
the same as the railroad unemployment insurance account (secs. 201 
(b), 204 and 205). 

4. For the purpose of determining the contribution rate for any 
calendar year, the balance in the railroad unemployment insurance 
administration fund as of September 30 of the next preceding calendar 
year would be considered part of the balance in the railroad unemploy- 
ment insurance account (sec. 203). 

5. The disqualification with respect to any day for which an em- 
ployee receives other social insurance payments would be changed to 
apply to such payments under any law instead of being restricted 
to State or Federal laws (sec. 202). 

6. The provision referring to the Classification Act of 1923, would 
be changed to agree with existing civil service law, and the provision 
for hirmg a Director of Unemployment Insurance at $10,000 per 
annum would be stricken (sec. 206). 

A brief explanation of these matters follows: 

1. Compensation for overlapping shift: At the present time, com- 
pensation for a night sbift which includes parts of 2 calendar days 
is defined by law as earned on the second of the 2 days. However, 
the generai practice in the railroad industry is to consider that such 
remuneration is earned on the first of the 2 days. The change pro- 
posed would modify the Railroad Unemployment Insurance Act so 
as to make it conform with the practice in the industry. This would 
eliminate misunderstanding which has caused difficulties and delays 
in obtaining information and deciding claims, and would not result 
in any substantive change. 

2. Subsidiary remuneration: Under the present law, an employee 
who earns not more than $1 a day for part-time or subsidiary work 
may receive unemployment or sickness benefits for that day if other- 
wise eligible. The bill recognizes the changes in pay scales which 
have occurred over the last 20 years, and would increase the amount 
¢ subsidiary remuneration permitted for part-time work to $3 per 

ay. 

3. Inclusion of administration funds in trust fund: The unemploy- 
ment trust fund was established by section 904 of the Social Security 
Act as a joint fund in which State unemployment insurance contribu- 
tions are deposited. The railroad unemployment insurance account 
is now part of this fund but the railroad unemployment administra- 
tion fund is not. The bill would amend the Railroad Unemployment 
Insurance Act, and where necessary the Social Security Act, so that 
the administration fund would be included in the unemployment trust 
fund. This would require the Secretary ot the Treasury to credit the 
railroad administration fund with a proportionate part of the interest 
earnings of the unemployment trust fund. Such interest is not now 
paid although funds collected under the Railroad Retirement Act and 
not immediately needed for administration do draw interest. This 
difference in treatment of money collected under the two laws should 
be eliminated. 

4. Determination of contribution rates: At the present time, the 
unemployment contribution rate for a calendar year is determined 
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from the balance in the railroad unemployment insurance account in 
accordance with a table in section 8 (a) of the Railroad Unemployment 
Insurance Act. The change proposed would include the balance in 
the railroad unemployment insurance administration fund as part of 
the balance in the account for this purpose. In other words, the deter- 
mination would be based on all the money available for the system 
where now the administration fund is excluded. 

5. Disqualification for other payments: At the present time, an 
employee who is entitled to social insurance payments under the law 
of any State or of the United States may be disqualified for unemploy- 
ment or sickness payments if he receives the other payments for the 
same days. This has proven to be a discrimination against United 
States employees as compared with employees in foreign countries. 
The bill would remove this discrimination by changing the disqualifi- 
cation to apply to other social insurance payments under any law. 

6. Reference to civil-service laws: The bill would bring the Railroad 
Unemployment Insurance Act up to date by eliminating a reference 
to steal aati laws and the Classification Act of 1923, and replacing 
it with a reference to the Classification Act of 1949, as amended. The 
section would also remove the statement that the Board may fix the 
salary of a Director of Unemployment Insurance at $10,000 a year. 


Ill. AMENDMENTS TO THE SOCIAL SECURITY ACT 


The restriction on payment of social-security benefits, which is 
applicable with certain exceptions to noncitizens of the United States 
who become eligible for benefits generally under the so-called “new 
start” provisions of that act, would be modified to exclude persons 
whose benefits are based in whole or in part on railroad employment 
through transfer of this credit to the social-security system. This 
transfer occurs where the employee does not have 10 years of service 
creditable under the Railroad Retirement Act. This amendment 
would affect principally Canadian residents employed by American 
railroads conducting a minor part of their operations in Canada and 
Canadian railroads operating into the United States. These persons 
are not those who come to this country solely to obtain advantage 
of the currently liberal eligibility provision of the Social Security Act 
for persons at or near retirement age and return to their native land to 
enjoy the benefits, and against whom the restriction is obviousl 
directed. Rather, they acquire the credits through the demands of, 
and in the course of, their regular railroad employment instead of by 
special design to obtain social-security benefits. 


Reports or Executive DEPARTMENTS AND AGENCIES 


The reports of the executive departments and agencies on the bill 
as introduced are set forth in the appendix to this report. Also 
included in the appendix are letters from the Director of the Social 
Security Administration and the Chairman of the Railroad Retirement 
Board relating to the agreement reached by these agencies with respect 
to “disability freeze’’ determinations. 

The reported bill is endorsed by the Railway Labor Executives’ 
Association, which is an organization of the chief executives of all the 
standard railway labor organizations. It is also supported by the 
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Association of American Railroads. The Railroad Retirement Board 
is unanimous in recommending this bill. 


SECTION-BY-SECTION EXPLANATION OF THE REPORTED BILL 
PART I—AMENDMENTS TO THE RAILROAD RETIREMENT ACT OF 1987 


Section 1. Rounding of “monthly compensation”’ ; providing authority 
for determinations of a ‘period of disability’’; changing the order of pay- 
ment of accrued retirement, spouse, and survivor annuities due but unpaid 
at death; increasing amount of retirement and spouse annuity payable on 
a commuted value basis; and providing that annuities, not in multiples 
of $0.10, be increased to the next higher multiple of $0.10. 

Subsection (a) of section 1 of the bill would amend section 3 (c) of 
the Railroad Retirement Act of 1937 to provide that if the ‘‘monthly 
compensation’’ as computed under section 3 (c) is not a multiple of 
$1, it shall be rounded to the next lower multiple of $1. This amend- 
ment would facilitate the computing processes for annuities and 
(together with an amendment proposed in subsection (e) of section 1 
of the reported bill) would have no material effect on the amount of 
the monthly annuities. 

Subsection (b) of section 1 of the bill would amend section 3 (e) of 
the Railroad Retirement Act of 1937 to provide the Railroad Retire- 
ment Board with authority to determine a “period of disability” 
within the meaning of section 216 (i) of the Social Security Act 
respecting a railroad employee who has 10 years of railroad service, 
or has been awarded an annuity. The Board would exercise this 
authority only in the manner that the Secretary of Health, Education, 
and Welfare would if such employee’s railroad service after 1936 
were employment subject to the Social Security Act. It is necessary 
that the Board compute the benefits that would be payable on the 
basis of employment under the Social Security Act on the assumption 
that the employee’s railroad employment after 1936 were employment 
subject to that act. This necessity arises from the so-called social 
security minimum guaranty in section 3 (e) of the Railroad Retire- 
ment Act which provides, generally, that the family benefits under 
the Railroad Retirement Act be increased to the amount, or the 
additional amount, that they would be under the above-mentioned 
assumption. In the computation of benefits under the Social Security 
Act it is necessary to take into account periods of disability because 
the ‘freezing’ (or elimination) of such periods would increase the 
employee’s average monthly wage and this, in turn, would result in 
larger benefits. In some instances such elimination would even accord 
eligibility. For this reason it is desirable that the Board be author- 
ized to determine these periods of disability respecting career railroad 
employees. 

For the purpose of making ‘‘disability freeze’’ determinations, the 
following would apply: 

(7) In determining quarters of coverage, an employee’s compensa- 
tion in a calendar year would be presumed to have been paid in equal 
proportions with respect to all months in which he will have been in 
service as an employee in such year; 

(ii) An application for an annuity filed with the Board on the 
basis of disability would be deemed to be an application to determine 
a period of disability, and such an application filed with the Board 
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on or before the enactment of this amendment would be deemed to 
have been filed after December 1954 and before July 1958; 

(iit) Notwithstanding any other provision of law, the Board would 
have the authority to make such disability-freeze determinations on 
the basis of the records in its possession or evidence otherwise obtained 
by it;? 

‘ iv) A determination by the Board of a “‘period of disability’”’ would 
be ‘deemed a final decision of the Board determining the rights of 
persons under the Railroad Retirement Act for purposes of section 11 
of the act and therefore subject immediately to the judicial review 
provisions of the act; and 

(v) An application, filed with the Railroad Retirement Board, 
treated as an application for the “‘freeze’’ would be deemed an applica- 
tion for the “‘freeze’’ filed, as of the same date, with the Social Security 
Administration (the Secretary of Health, Education, and Welfare). 

Subsection (c) of section 1 of the bill would amend section 3 (f) (1) 
of the Railroad Retirement Act to provide that retirement annuities 
which will have become due but which will not have been paid to the 
employee entitled thereto by the time of his death shall be payable to 
the person, if any, determined by the Board to be such employee’s 
widow or widower and to have been “‘living with’’ such employee at 
the time of the employee’s death if such widow or widower will not 
have’ ‘died before receiving payment of such annuities. The term 
“living with’? would have the meaning ascribed to it in seetion 
216 (i) (2) or (3) of the Social Security Act under which at the time 
of death the parties must have been actually living together in the 
same household or the widow or widower must have been regularly 
contributing to the support of his spouse, or must have been under a 
court order to contribute. Lf there should be no such widow or 
widower such accrued annuities would be payable to any person or 
persons, equitably entitled thereto, to the extent and in the propor- 
tions that he or they shall have paid the expenses of burial of such 
employee and to the extent that he or they will not have been reim- 
bursed by the insurance lump sum provided under section 5 (f) (1) 
of the Railroad Retirement Act for having paid such expenses. If 
there should be no person or persons so entitled, or if the total of the 
accrued annuities should exceed the reimbursed burial expenses, the 
amount of accrued annuities, or the remainder thereof, would be paid 
to the children, grandchildren, parents, or brothers and sisters of the 
deceased employee (in the order named) if living at the time of pay- 
ment.2. The equity in providing first for the burial expenses of the 
deceased in preference to paying other relatives, where there was no 
wife (or husband) “living with” the employee, is quite clear. Further, 
under the present provisions of law the Board is confronted with the 
necessity of making extensive investigations and difficult determi- 
nations, often on unsatisfactory evidence, particularly where more 
than one verson claim to have been married to the employee, as to 


—e—_—_—_—_——_—— 

1 The Railrowd Retirement Board has already in its possession medical data acquired in connection with 
applications for disability annuities under the Railroad Retirement Act and for sickness benefits under 
the Railroad Unemployment Insurance Act which will provide a basis for making such determinations of 
disability or at least will assist materially in such determinations. 

2 Under present provisions of the Railroad Retirement Act such accrued annuities are first paid to the 
widow or widower even though separated or estranged from the employee for many years, next to the 
children of the deceased employee and descendants of deceased children who under the intestacy laws 
of the State in which the employee was last domiciled would.be entitled to share as distributees with such 
children; next to the parents of the deceased employee, then to his brothers and sisters, and then as 
reimbursement to the payer of the employee’s burial expenses. 
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who is the widow or widower. This administrative difficulty would 
be eliminated under the amendment provided in section 1 (c) of the 
bill. Similarly, the difficulty of determining descendants, and of 
dividing the accrued annuity payable into many small amounts, which 
is necessary in some cases where many persons in the same degree of 
relation to the employee may be eligible, would be reduced by elimi- 
nating the right of children of deceased children to share with children. 

Subsection (c) of section 1 of the bill would also amend section’ 3 (f) 
of the Railroad Retirement Act to provide for the payment of accrued 
annuities which will have become due to a survivor of an employee, 
but will not have been aid at the time of the survivor’s death. 
These would be paid to the person, if any, determined by the Railroad 
Retirement Board to be such employee’s widow or widower and to 
have been “living with’ such employee at the time of such employee’s 
death and who will not have died before receiving payment of such 
annuities. If there should be no such widow or widower such annui- 
ties would be payable to the children, grandchildren, parents, or 
brothers and sisters of the deceased employee (in the order named), if 
living at the time of payment. Accrued survivor annuities would be 
paid in the same manner as accrued annuities due an employee at his 
death except that no payment would be made to the payer of the 
employee’s burial expenses. The basis for this exception is the 
circumstance that the death of a survivor will have occurred after the 
employee’s death, and in many instances long after, and information 
as to the payment of the burial expenses might be difficult to obtain. 

Subsection (c) of section 1 of the bill would also amend section 3 (f) 
of the Railroad Retirement Act to provide that the annuity accrued 
to the spouse of an employee, but which will not have been paid at 
the time of such spouse’s death, shall be payable to the employee from 
whose employment such spouse’s annuity is derived. If such em- 
ployee should not live to receive such payment, such accrued annuity 
would be paid as provided in the case of accrued retirement annuities 
due to an employee but unpaid at the time of his death. A fourth 
paragraph would be added by the reported bill to section 3 (f) of the 
act to provide that application for accrued and unpaid annuities shall 
be filed prior to the expiration of 2 years after the death of the person 
to whom annuities were originally due. This would not change the 
present provision relating to the time limit for filing for unpaid retire- 
ment annuities. It would expressly prescribe the period in which 
application must be filed for other annuities which remain unpaid at 
death. Such period would be the same as under administrative rules 
now in effect. 

Subsection (c) of section 1 of the bill would add still another para- 
graph, (5), to section 3 (f) of the act to provide that a widow or 
widower of an employee shall be deemed to have been “living with” 
him at the time of his death if the conditions set forth in section 216 
(h) (2) or (3) of the Social Security Act are fulfilled (that is, at the 
time of death the parties must have been actually living together in 
the same household, or the widow or widower must have been regularly 
contributing to the support of his or her husband or wife, or must 
have been under a court order to contribute). 

Subsection (c) of section 1 of the bill would add another paragraph 
to section 3 (f) of the act to provide that if no person to whom all or 
any part of the annuity payments, described in paragraphs (1), (2) or 
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(3) of section 3 (f) of the act, can be made, such payments, or part 
thereof, shall escheat to the credit of the Railroad Retirement Account. 

Subsection (d) of section 1 of the bill would amend section 3 (h) 
of the act to permit an increase from $2.50 to $5 the amount of 
retirement or spouse’s annuity, the commuted value of which may 
be paid in a lump sum. In the case of a survivor annuity, if the 
commuted value is as much as $5, it may now be paid in a lump sum. 

Subsection (e) of section 1 of the bill would further amend section 
3 of the Railroad Retirement Act by adding a new subsection (i) to 
provide that if the amount of an annuity computed under section 3, 
section 2, or section 5, of the act is not a multiple of $0.10, it shall 
be raised to the next higher multiple of $0.10. 

Section 2. Changing the order of persons entitled to the insurance 
lump-sum and residual lump-sum benefits; determining the maximum 
survivor annuities after applying the work deduction vnstead of = 
thereto; striking certain unnecessary provisions respecting survivor bene- 
fits; clarifying the provisions for the crediting of wages; liberalizing the 
conditions under which insured status may be acquired; simplifying 
provisions respecting the “employee’s closing date’’ and the manner of 
computing ‘average monthly compensation.” 

Subsection (a) of section 2 of the bill would amend section 5 (f) (1) 
of the Railroad Retirement Act of 1937 to provide, as in the case of the 
corresponding benefit under the Social Security Act, that the insurance 
lump sum be paid to the widow or widower of the deceased employee if 
the Board determines that he or she was “living with” the employee at 
the time of such employee’s death and who will not have died pr ten 
receiving payment of such lump sum. If there should be no such 
widow or widower such lump sum would be payable to any person or 
persons equitably entitled thereto, to the extent and in the proportions 
that he or they will have paid the expenses of the burial of such de- 
ceased employee. Payment would be confined to a widow or widower 
who is determined to have been “living with” the employee at the 
time of his death for the same reasons as those discussed respecting the 
amendments made by section 1 (c) of the bill relative to the payment 
of accrued retirement annuities. The regular insurance lump sum 
would not go beyond payment to the person or persons who have 
paid the burial expenses. The reason is that the amount of such lump 
sum, or the excess, if any, after payment is made to the payer of 
funerat expenses, would in effect become part of a ‘‘residual benefit’’, 
which might be payable under section 5 (f) (2) of the act, and as such 
would be paid to children, grandchildren, parents, or brothers and 
sisters, in the order named. If accrued survivor annuities for a year 
following the employee’s death do not equal the amount of the insur- 
ance lump sum, the excess would be paid (in the order named) to the 
widow or widower, child, or parent of the employee then entitled to a 
survivor annuity.® 

Subsection (b) of section 2 of the bill would amend section 5 (f) (2) 
of the Railroad Retirement Act to provide that, if the employee did 
not validly designate someone to receive the ‘‘residual” lump sum 

3 Under present provisions of law the benefit is first paid to the widow or widower even though estranged 
from the.emovloyee at the time of his death or if there be none to any child or children and any other person 
or persons who would be entitled to share under the intestacy laws of the State where the deceased was last 
domiciled with the children in such proportions that is provided by such intestacy law, and if there be no 


widow or widower or children or those entitled to share with children the benefit would be payable to the 
parent or parents of the deceased. 
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provided by section 5 (f) (2), it be paid to the widow or widower of the 
deceased employee who was “‘living with’ such employee at the time 
of such employee’s death. If there should be no such widow or 
widower, payment wouid be made, in the order named, to any child 
or children of such employee, to any grandcbild or grandchildren, to 
any parent or parents, or to any brother and sister of such employee. 
If ary of the persons in a class should not live to receive payment the 
lump sum would be paid to the others in the class, or, if none, to the 
next class. If the designated beneficiary and none of the other survi- 
vors specifically provided for survived, payment would be made to the 
estate of the deceased employee. The reasons for this change are the 
same as those discussed with respect to the amendments made by 
secticn 1 (c) of the bill relative to accrued retirement annuities due but 
unpaid at the time of the death of the employee. Payment of the 
“residual” lump-sum benefit, by way of remmbursement, to the payer 
of the burial expenses of an employee would not be specially provided 
for because the “‘residual’’ benefit ordinariy becomes payable a con- 
siderable time atter the employee’s death and information concerning 
the payment of these expenses might be difficult to obtain. 
Subsection (c) of section 2 of the bill would amend section 5 (h) of 
such Act to provide that the maximum of survivor annuities be deter- 
mined after the application of the work deduction provision, instead of 
prior to, as under present law. ‘This change would accord with a simi- 
lar change which has been made in the Social Security Act by Public 
Law 734, 81st Congress, approved August 28, 1950, and, in consequence, 
the application of the social security minimum would be simplified. 
The effect of this change would be to eliminate the double deduction 
which results from the application of the present provision for deter- 
mining the maximum before any work deduction is made. For ex- 
ample, assume that an employee whose “basic amount”’ is $63.and he is 
survived by a widow and four children, entitled to a survivor’s 
annuity upon application. All apply except the eldest child who 
expects to work and whose entitlement would add nothing to the 
total family benefit if the widow and the other children receive their 
benefits. The maximum family benefit would be 2% times the basic 
amount, or $168 monthly which they would receive rather than the 
total of $189 produced by the regular formula ($63 for the widow (the 
“basic amount’’) plus $42 for each of three children (two-thirds.of the 
“basic amount” for each), or $63 plus $126), as follows: the wilow 
would receive her proportionate share, sixty-three one hundred and 
eighty-ninths of the $168, or $56, and each child would receive forty- 
two one hundred and eighty-ninths of $168 or $37.334 a month. Now, 
assume that the widow goes to work. Under the present provisions 
for applying the maximum before work deductions, her monthly pay- 
ments would cease and the children’s payments would remain as they 
were at $37.33% each. Also, if the fourth child decides not to work but 
to continue in school he could, under the present provisions, receive 
nothing. Under the proposed change, however, of determining the 
maximum after the work deduction, the three children’s payments 
would be increased to their regular amount of $42 each (that 1s;*two- 
thirds of the “basic amount’’) and the fourth child could apply and 
would receive his full share of $42, under the regular formula since the 
increase for the three, and such share for the fourth, would increase the 
total only to the exact amount of the maximum of $168. The example 
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assumes that the social security minimum provision would not apply 
at all. If it did apply, under present provisions, after the widow 
started work, benefits to the family would have to be recomputed in 
accordance with the social security minimum. Under the proposed 
amendment, no such recomputation would be required. 

The provision for calculating the minimum survivor annuity before 
making work deductions would not be affected by the bill. To com- 
pute the minimum, after making a work deduction, would nullify the 
work deduction provision, at least to some extent. Assume a case 
where a widow’s benefit was $9.60 and the child’s benefit $6.40, so 
that the two would receive $16, or above the present family minimum 
of $15.40. If the minimum were applied after making the deductions 
required because the widow worked, the child would then receive 
$15.40, or almost as much as the two together had received before the 
widow began work and a recomputation of the benefits would have 
to be made, instead of merely stopping payment to the individual 
working. (If only one member of a family were entitled to benefits, 
and the minimum were calculated after the work deduction, such 
member would receive the minimum even though working.) 

Subsection (d) of section 2 of the reported bill would amend section 
5 (i) (3) of the Railroad Retirement Act by eliminating deduction 
provisions respecting lump sums paid under section 204 of the Social 
Security Act in force prior to the enactment of the Social Security 
Act amendments of 1939. This amendment would also eliminate 
deductions because of failure to deduct social security taxes for services 
in 1939 after which services the employee attained age 65. These 
provisions would be stricken because they are substantially obsolete. 

Subsection (e) of section 2 of the reported bill would amend section 
5 (k) (3) of the Railroad Retirement Act to require the Board and the 
Social Security Administration to furnish each other with reports and 
records of ‘disability freeze’ determinations made by one or the other 
agency, but such reports or records of either agency’s determination 
of a “disability freeze’ would not be conclusive on the other. 

Subsection (f) of section 2 of the reported bill would amend section 
5 (1) (6) of the Railroad Retirement Act to clarify the provision 
respecting the crediting of wages and self-employment income under 
the Social Security Act in the determination of survivor benefits under 
the Railroad Retirement Act. Language is removed which is unneces- 
sary as a result of recent amendments of the Social Security Act. 

Subsection (g) of section 2 of the reported bill would amend section 
5 (1) (7) (ii) of the Railroad Retirement Act to provide a “completely 
insured” status for an employee who has 10 or more years of railroad 
service and who would have a “fully insured” status under the Social 
Security Act, assuming that his railroad service after 1936 were 
“employment” under the Social Security Act. Such an employee 
might not otherwise have a “‘completely insured” status under the 
Railroad Retirement Act because the “new start’ provision of the 
Social Security Act permits the acquisition of a “fully insured”’ status 
under relatively liberal conditions. Where an employee gains a 
“completely insured”’ status under this provision, his aged widow or 
his parents would receive survivor annuities under the Railroad 
Retirement Act to which they would not otherwise be entitled. 

Subsection (h) of section 2 of the reported bill would amend section 
5 (1) (8) of the Railroad Retirement Act to provide a “partially 
insured”’ status under the Act if under the same assumption as that 
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prescribed in the preceding paragraph he would be “currently insured’ 
under the Social Security Act. Where an employee acquires a ‘“par- 
tially insured’’ status under this provision the consequence would be 
that any survivor benefits would be payable under the Railroad 
Retirement Act rather than under the Social Security Act. 

Subsection (i) of section 2 of the reported bill would amend section 
5 (1) (9) of the Railroad Retirement Act to effect a change in connec- 
tion with the definition of ‘‘average monthly renumeration” used in 
computing survivor benefits. The present ‘average monthly re- 
numeration” is computed to the quarter in the calendar year in which 
such employee died or in which he had attained age 65 and became 
completely insured. The amendment of this subsection would change 
this closing date to (1) the first day of the first calendar year in which 
such employee both had attained age 65 and would be “completely 
insured’’; or (2) the first day of the calendar year in which such 
employee died; or (3) the first day of the calendar year following the 
year in which such employee died, whichever would produce the 
highest ‘‘average monthly remuneration.” This change would allow 
the Board to use the compensation on an annual basis without the 
complication of having to determine how much of the compensation 
was paid in the year before the quarter in which the employee became 
age 65 or died. As a result of this change these provisions would 
be consistent with the Social Security Act, and because many survivor 
annuities under the Railroad Retirement Act are computed under 
the social security minimum guarantee provision (under which the 
total of monthly annuities payable under the Railroad Retirement 
Act on the basis of an employee’s service cannot be smaller than the 
amount, or the additional amount, which would have been payable 
under the Social Security Act to the employee’s family had the em- 
ployee’s railroad service after 1936 been subject to that act), the pro- 
posed change would serve to facilitate the computation under this 
minimum provision. 

Section 3. Providing for certain positions in the service of the Board. 

Section 3 of the bill would amend Section 10 (b) (4) of the Railroad 
Retirement Act to authorize the Board to place, without regard to 
the numerical limitations contained in section 505 of the Classification 
Act of 1949, as amended, 4 positions in grade GS-16, 4 positions in 
grade GS-17, and 1 position in grade GS-18, of the General Schedule 
established by the Classification Act. This change would inure to 
the benefit of the Board’s administration because it would enable the 
Board to obtain and to retain the services of highly competent and 
skilled men in certain important positions which might otherwise not 
be possible. It would accord with accepted and current governmental 
policy respecting high-level, responsible positions in the Federal 
service. And it would place the Railroad Retirement Board more 
nearly on an equal basis with other Federal —_ of comparable 
size and importance as regards the authorized number of such po- 
sitions. 

Section 4. Providing that fines and penalties imposed by a court 
pursuant to the Railroad Retirement Act shall be credited to the railroad 
retirement account. 

Section 4 of the reported bill would amend section 13 of the Railroad 
Retirement Act to accord with the Railroad Unemployment Insurance 
Act by providing that an individual who willfully fails to make a 
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report required to be made for the purpose of the Railroad Retirement 
Acts of 1935 and 1937 or who shall knowingly make or cause to be 
made any false or fraudulent report or statement or who knowingly 
makes or aids in making any false or fraudulent statement or claim for 
the purpose of causing an award or payment under such acts, shall be 
punished by a fine of not more than $10,000 or by imprisonment not 
exceeding 1 year, or both. Under the present provisions, the offense 
is punishable either by fine or imprisonment with the limits described 
above, but not by both. This section would further amend section 13 
of the Railroad Retirement Act to provide that all fines and penalties 
imposed by a court pursuant to the Act be credited to the railroad 
retirement account just as the Railroad Unemployment Insurance 
Act makes provision for like fines and penalties to go into the account 
out of which unemployment benefits are paid. 

Section 5. Effective dates—Subsection (a) of section 5 of the 
reported bill would make the amendments proposed in sections 1 (a), 
1 (d), 1 (e) and 2 (i) of the reported bill effective with respect to 
annuities awarded under the Railroad Retirement Act of 1937 on or 
after the date of enactment of this legislation. (Sees. 1 (a), 1 (d), and 
1 (e) contain the amendments for rounding the monthly compensation, 
providing for the payment in a lump sum the commuted value of an 
annuity, and providing for the increase of annuities to the next higher 
multiple of $0.10. (Sec. 2 (i) would change the provisions respecting 
an employee’s closing date and would round an “average monthly 
remuneration” to the next lower multiple of $1.00.) 

Subsection (b) of section 5 of the reported bill provides that the 
amendments to be made by sections 2 (g) and 2 (h), respecting the 
acquiring of an “insured” status under the Railroad Retirement Act 
on the assumption that the employee’s railroad service after 1936 
was “employment” subject to the Social Security Act, be effective 
with respect to deaths occurring on or after the date of enactment 
of this legislation, and with respect to every employee who died before 
the enactment thereof if none of the employee’s survivors became 
entitled, before the enactment of this legislation, to monthly benefits 
(by reason of the employee’s death) under the Social Security Act. 

Subsection (c) of section 5 of the reported bill would make the 
amendments proposed in section 1 (b), respecting determinations of 
periods of disability, effective with respect to such determinations 
made on or after the date of the enactment of this legislation other 
than those made prior to the date of enactment of this legislation. 

Subsection (d) of this section would make the amendments proposed 
in sections 1 (c), 2 (a), and 2 (b), respecting the payment of accrued 
annuities and lump-sum benefits, effective with respect to deaths 
occurring in months after the month of the enactment of this 
legislation. 

Subsection (e) of section 5 of the reported bill would make the 
amendments proposed in sections 2 (c), 2 (d), and 2 (f), respecting 
deduction from survivor annuities and the clarification of the provision 
for the crediting of wages, effective with respect to annuities accruing 
for months after the month of enactment of this legislation. 

Subsection (f) of section 5 of the reported bill would make the 
amendments proposed by sections 2 (e) and 3, for an exchange of in- 
formation between the Board and the Secretary of Health, Education, 
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and Welfare, and the establishment of certain “supergrades’’ 
respectively, effective on the date of enactment of this legislation. 

Subsection (g) of section 5 of the reported bill, providing for the 
remission to the Treasury for credit to the Railroad Retirement 
Account of fines and penalties imposed by a court for violation of 
the Railroad Retirement Act, is to be effective with respect to offenses 
committed on or after the date of enactment of this legislation 
and the other provisions of the subsection, permitting a court to 
punish by both fine and imprisonment for the commission of an 
offense prescribed by section 13 of the Railroad Retirement Act, 
would be effective with respect to the imposition of such punishment 
on or after the date this legislation is enacted. 


PART II—-AMENDMENTS TO THE RAILROAD UNEMPLOYMENT INSURANCE 
ACT 


Section 201. Changes respecting a working day which includes a part 
of two consecutive calendar days; increasing the amount of “‘subsidiary 
remuneration’; and making provision for inclusion of railroad unem- 
ployment insurance administration fund in the unemployment insurance 
trust fund. 

Subsection (a) (1) of section 201 of the reported bill would amend 
section 1 (k) of the Railroad Unemployment Insurance Act to provide 
that where an employee receives remuneration for a working day 
which includes a part of each of two consecutive calendar days the 
remuneration shall be deemed to have been earned on the first of such 
two days. Any individual who takes work for such working day 
would not, by reason thereof, be deemed not available for work on the 
second of such calendar days.‘ 

Subsection (a) (2) of section 201 of the reported bill would amend 
section 1 (k) of the Railroad Unemployment Insurance Act to provide 
that the term “subsidiary remuneration’? means remuneration not in 
excess of an average of $3 a day (instead of $1 a day) for the period 
with respect to which such remuneration is payable or accrues, if 
the work from which the remuneration is derived (i) requires sub- 
stantially less than full time as determined by generally prevailing 
standards, and (ii) is susceptible of performance at such times and 
under such circumstances as not to be inconsistent with the holding 
of normal full-time employment in another occupation. The amount 
of $3 would be more realistic in view of present day wage scales as 
compared with those when the provision was enacted some 20 years 
ago. 

Subsection (b) of section 201 of the reported bill would amend sec- 
tion 1 (q) of the Railroad Unemployment Insurance Act so that the 
term “fund” would mean “the railroad unemployment insurance 
administration fund, established pursuant to section 11 of this act in 
the unemployment trust fund,”’. This would be in furtherance of the 
purpose to be effected by section 204 of the bill to enable unused 
money designated for administrative expenses to earn interest, as in 
the case of unused funds for benefit purposes. 

# Under the present provision and under the same circumstances the individual is deemed to have earned 
remuneration on the second of such 2 days and is not to be deemed unavailable for work on the first of 2 
such calendar days. The change would conform to the practice in the railroad industry of attributing the 


remuneration to the first day and avoid misunderstandings which have delayed the acquisition of in- 
formation respecting the work, 
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Section 202. Changing certain provisions respecting disqualification 
for unemployment and sickness benefits. This section would amend 
section 4 (a-1) (ii) of the Railroad Unemployment Insurance Aci to 
provide that no day shall be considered a day of unemployment or a 
day of sickness for any employee if, with respect to such day, the 
employee receives unemployment, maternity, or sickness benefits 
under an unemployment, maternity, or sickness compensation law of 
any State of the United States other than Railroad Unemployment 
Insurance Act, or any other social-insurance payments under any law. 
This would remove the present discrimination in favor of employees 
in countries outside the United States allowing them to collect benefits 
without regard to their receipt of social-insurance benefits under some 
foreign law. 

Section 203. Considering the amount in the railroad unemployment 
insurance administration fund as a part of the railroad unemployment 
insurance account for the purposes of determining the rate of contributions. 
This section would amend section 8 (a) of the Railroad Unemploy- 
ment Insurance Act to provide that in determing the balance of the 
railroad unemployment insurance account as of September 30 of any 
vear, the balance to the credit of the railroad unemployment insurance 
administration fund shall be deemed as a part of the balance to the 
credit of the account. This could lower, or avoid increasing, the rate 
of contributions to be made by employers for the ensuing year. 

Section 204. Authorizing the Secretary of the Treasury to receive and 
hold funds of the railroad unemployment insurance administration fund 
in the unemployment trust fund. Subsection (a) of this section would 
amend section 904 (a) of the Social Security Act to authorize the 
Secretary of the Treasury to receive and hold funds deposited in the 
railroad unemployment insurance administration fund as a part of the 
“unemployment trust fund’’. 

Subsection (b) of this section would amend section 904 (e) of the 
Social Security Act to provide that the Secretary of the Treasury shall 
credit the railroad unemployment insurance administration fund with 
interest derived from the unemployment trust fund. At present un- 
expended portions of appropriations for administration of the Railroad 
Retirement Act earn interest as a part of the Railroad Retirement 
Account but the railroad unemployment insurance administration 
fund is not invested. 

Subsection (c) of this section would amend section 904 (f) of the 
Social Security Act to authorize the Secretary of the Treasury to 
make such payments out of the railroad unemployment insurance 
administration fund as the Board may duly certify. This change is 
necessary to conform with the change made by including the admin- 
istration fund in the ‘‘unemployment trust fund.”’ 

Section 205. Providing that the Secretary of the Treasury. maintain 
in the unemployment trust fund established pursuant to section 904 of 
the Social Security Act an account to be known as the railroad unemploy- 
ment insurance administration fund. 

This section would amend section 11 (a) of the Railroad Unemploy- 
ment Insurance Act to provide that the Secretary of the Treasury shall 
maintain in the unemployment trust fund established pursuant to 
section 904 of the Social Security Act an account to be known as the 
railroad unemployment insurance administration fund. This provi- 
sion would implement the purpose of section 204 to permit unexpended 
administrative funds to earn interest, as in the case of other funds. 
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Section 206. Removing provision for fixing salary of director of 
unemployment insurance. ‘This section would amend section 12 (1) of 
the Railroad Unemployment Insurance Act by striking the obsolete 
provision that the Board may fix the salary of a director of unemploy- 
ment insurance at $10,000 per annum and by providing that persons 
in the Board be employed, and their remuneration be prescribed, in 
accordance with the civil service laws and the Classification Act of 1949 
rather than the out-of-date provisions of the Classification Act of 1923. 

Section 207. Effective dates. Subsection (a) of section 207 of the 
reported bill would make the amendment proposed in section 201 (a), 

respecting subsidiary remuneration, effective with respect to registra- 
tion periods in benefit years after the benefit year ending on June 30, 
1958. 

Subsection (b) of this section would make all the amendments 
proposed in section 202 effective with respect to days in benefit years, 
after the benefit year ending on June 30, 1958. 

Subsection (c) of this section would make the remaining proposed 
amendments to the R: wroed Unemployment Insurance Act, except 
as otherwise indicated, effective on the date of enactment of this 
legislation. 


PART III—AMENDMENTS TO THE SOCIAL SECURITY ACT 


Section 301 of the reported bill would amend section 202 (t) of the 
Social Security Act to exclude from the restriction on social security 
benefits provided by that section of persons whose benefits are based 
in whole or in part on railroad eet through transfer of their 
employment credits under section 5 (k) (1) of the Railroad Retirement 
Act. That restriction is applicable, Yak certain exceptions, to non- 
citizens of the United States who become eligible for benefits under 
the so-called new-start provisions of that act through temporary em- 
ployment and leave the United States. This amendment would affect 
principally Canadian residents employed by American railroads con- 
ducting a minor portion of their operations in Canada and Canadian 
railroads operating into the United States. These persons are not 
those against whom the restriction was aimed since, obviously, they 
obtain social security credits through this railroad service only be- 
cause of the demands of, and in the course of, their regular employ- 
ment rather than through any design to secure coverage by working 
temporarily and then returning to their native countries to enjoy 
the fruits thereof. 

Section 302 of the reported bill would make the amendments of 
section 301 of the bill applicable to monthly benefits under the Social 
Security Act paid after December 1956 and to lump-sum payments 
under section 202 of the Social Security Act in the case of deaths 
occurring after December 1956. ' 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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PART I 
RAILROAD RETIREMENT ACT OF 1937 
* * * * * * * 


COMPUTATION OF ANNUITIES 


Sec. 3. (a) The annuity shall be computed by multiplying an in- 
dividual’s ‘‘years of service’ by the following percentages of his 
“monthly compensation”: 3.04 per centum of the first $50; 2.28 per 
centum of the next $100; and 1.52 per centum of the next $200. 


* * * * * * * 


(c) The “monthly compensation” shall be the average compensa- 
tion paid to an employee with respect to calendar months included in 
his ‘“‘years of service’’, except (1) that with respect to service prior to 
January 1, 1937, the monthly compensation shall be the aerrege 
compensation paid to an employee with respect to calendar months 
included in his years of service in the years 1924-1931, and (2) the 
amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station 
employee whose duties consisted of or included the carrying of pas- 
sengers’ hand baggage and otherwise assisting passengers at passenger 
stations and whose remuneration for service to the employer was, in 
whole or in substantial part, in the forms of tips, shall be the monthly 
average of the compensation paid to him as a station employee in his 
months of service in the period September 1940—August 1941: Pro- 
vided, however, That where service in the period 1924-1931 in the one 
case, or in the period September 1940—August 1941 in the other case, 
is, in the judgment of the Board, insufficient to constitute a fair and 
equitable basis for determining the amount of compensation paid or 
attributable as paid to him in each month of service before 1937, or 
September 1941, respectively, the Board shall determine the amount 
of such compensation for each such month in such maaner as in its 
judgment shall be fair and equitable. Im computing the monthly 
compensation, no part of any month’s compensation in excess of $300 
for any month before July 1, 1954, or in excess of $350 for any month 
after June 30, 1954, shall be recognized. If the employee earned 
compensation in service after June 30, 1937, and after the last day of 
the calendar year in which he attained age sixty-five, such compensa- 
tion and service shall be disregarded in computing the monthly com- 
pensation if the result of taking such compensation into account in 
such computation would be to diminish his annuity. Jf the ‘‘monthly 
compensation” computed under this subsection is not a multiple of $1, ut 
shall be rounded to the next lower multiple of $1. 

* * as * * * * 


(e) In the case of an individual having a current connection with 
the railroad industry, the minimum annuity payable shall, before any 
reduction pursuant to section 2 (a) 3, be whichever of the following 
is the least: (1) $4.55 multiplied by the number of his years of service; 
or (2) $75.90; or (3) his monthly compensation: Provided, however, 
That if for any entire month in which an annuity accrues and is 
payable under this Act the annuity to which an employee is entitled 
under this Act (or would have been entitled except for a reduction 
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pursuant to section 2 (a) 3 or a joint and survivor election), together 
with his or her spouse’s annuity, if any, or the total of survivor 
annuities under this Act deriving from the same employee, is less 
than the amount, or the additional amount, which would have been 
payable to all persons for such month under the Social Security Act 
(deeming completely and partially insured individuals to be fully and 
currently insured, respectively, individuals entitled to insurance an- 
nuities under subsections (a) and (d) of section 5 to have attained 
age sixty-five, and individuals entitled to insurance annuities under 
subsection (c) of section 5 on the basis of disability to be less than 
eighteen years of age, and disregarding any possible deductions under 
subsections (f) and (g) (2) of section 203 of the Social Security Act) 
if such employee’s service as an employee after December 31, 1936, 
were included in the term “‘employment”’ as defined in that Act and 
earn of coverage were determined in accordance with section 
5 (1) (4) of this Act, such annuity or annuities, shall be increased 
siaeshincins itely to a total of such amount or such additional amount. 

For the purposes of this subsection and all purposes of title II of the 
Social Security Act, the Board shall have the same authority to determine 

a “‘pertod of disability’”’ within the meaning of section 216 (2) of the Social 
Security Act, with respect to any employee who will have filed applica- 
tion therefor and (i) have completed ten years of service or (vi) have been 
awarded an annuity, as the Secretary of Health, Education, and Welfare 
would have to determine such a period under such section 216 (i) if the 
employee met the requirements of clauses (A) and (B) of paragraph (8) 
of such section, considering for purposes of such determination that all 
his service as an employee after 1936 constitutes “employment” within 
the meaning of title II of the Social Security Act and determini ving his 
quarters of coverage for such purposes by presuming his compensation in 
a calendar year to have been paid in equal proportions with respect to all 
months in which he will have been in service as an employee in such 
calendar year: Provided, That no such period of disability shall be deemed 
to have begun tf the employee died before July 1, 1955: Provided further, 
That an application for an annuity filed with the Board on the basis of 
disability shall be deemed to be an application to determine such a period 
of disability, and such an application filed with the Board on or before 
the date of the enactment of this paragraph shall, for purposes of this 
subsection and section 216 (i) (4) of the Social Security Act, be deemed 
filed after December 1954 and be fore July 1957: And provided - further, 
That, notwithstanding any other provision of law, the Board shall have 
the authority to make such determination on the basis of the records in its 
possession or evidence otherwise obtained by it, and a determination by 
the Board with respect to any employee concerning such a “period of dis- 
ability”’ shall be deemed a final decision of the Board determining the 
rights of persons under this « o for purposes of section 11 of this Act. 
For purposes of section 5 (k) (2) of this Act, any determination by the 
Board of a period of disabil ity for an employee shall be considered a 
determination of such a period . for such employee by the Secretary of 
Health, Education, and Welfare under section 216 (i) of the Social 
Security Act, and for such purposes section 222 (b) of the Social Security 
Act shall not apply with respect to any individual whose period of dis= 
ability is determined by the Board under this paragraph. 

‘f) [Annuity payments which will have become due an individual 
but will not yet have been paid at death shall be paid to the same 
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individual or individuals who, in the event that a lump sum will have 
become payable pursuant to section 5 hereof upon such death, would 
be entitled to receive such lump sum, in the same manner as, and 
subject to the same limitations under which, such lump sum would 
be paid, except that, as determined by the Board, first, brothers and 
sisters of the deceased, and if there are none such, then grandchildren 
of the deceased, if living on the date of the determination, shall be 
entitled to receive payment prior to any payment being made for 
reimbursement of burial expenses. If there be no individual to whom 
payment can thus be made, such annuity payments shall escheat to 
the credit of the Railroad Retirement Account.] (1) Annuities under 
section 2 (a) which will have become due an individual but will not have 
been paid at the time of such individual’s death shall be payable to the 
person, if any, who is determined by the Board to be such individual’s 
widow or widower and to have been living with such individual at the time 
of such individual’s death and who will not have died before receiving 
payment of such annuities. If there be no such widow or widower, such 
annuities shall be payable to any person or persons, equitably entitled 
thereto, to the extent and in the proportions that he or they shall have paid 
the expenses of burial of such individual, and to the ertent that he or they 
will not have been reimbursed under section 5 (f) (1) for having paid such 
expenses. . If there be no person or persons so entitled, or if the total o 

such annuities exceeds the amount payable under this paragraph to sue 

person or persons, such total, or the remainder thereof, as the case may be, 
shall be paid to the children, grandchildren, parents, or brothers and sisters 
of the deceased individual in the same manner as if such unpaid annuities 
were a lump sum payable under. section 5 (f) (2). 

2) Insurance annuities under section 5 which will have become due a 
survivor of an employee but will not have been paid at the time of such 
survivor’s death shall be payable to the person, of any, who is determined 
by the Board to be such employee’s widow or widower and to have been 
living with such employee at the time of the employee’s death and who will 
not have died before receiving payment of such annuities. If there be no 
such widow or widower, such annuities shall be payable to the children, 
grandchildren, parents, or brothers and sisters of the deceased employee 
un the same manner as if such unpaid annuities were a lump sum payable 
under section 5 (f) (2). 

(3) Annuities under section 2 (e) which will have become due a spouse 
of an individual but which will not have been paid at the time of such 
spouse’s death shall be payable to the individual from whose employment 
such spouse’s annuity derived and who will not have died before receiving 
payment of such annuities. If there be no such individual, such annw- 
ties shall be paid as provided in the last two sentences of paragraph (1) 
of this subsection as if such annuities were annuities due under section 
2 (a) to an individual but unpaid at the time of such individual’s death. 

(4) Applications for accrued and unpaid annuities provided for in 
paragraphs (1), (2), and (8) of this subsection shall be filed prior to the 
expiration of two years after the death of the person to whom such annuities 
were originally due. 

(5) For the purposes of this subsection and paragraphs (1) and (2) of 
section 5 (f) of this Act, a widow or widower of an individual shall be 
deemed to have been living with the individual at the time of the individual’s 
death if the applicable conditions set forth in section 216 (h) (2) or (8) of 
the Social Security Act are fulfilled. 
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(6) df there is no person to whom all or any part of the annuity pay- 
ments described in paragraph (1), (2), or (3) can be made, such payments 
or part thereof shall escheat to the credit of the Railroad Retirement 
Account. 

(g) No annuity shall accrue with respect to the calendar month in 
which an annuitant dies. 

(h) If an annuity is less than [$2.50] $5, it may, in the discretion 
of the Board, be paid quarterly or in a lump sum equal to its com- 
muted value as determined by the Board. 

(it) If the amount of any annuity computed under this section, or under 
section 2 or section 5, is not a multiple of $0.10, it shall be raised to the 
next higher multiple of $0.10. 


* * ¥ * * * + 
ANNUITIES AND LUMP SUM FOR SURVIVORS 


Sec. 5..(a) * * * 
* * * * * * * 


(f) Lump-Sum Payment.—(1) [Upon the death, on or after January 
1, 1947, of a completely or partially insured employee who will have 
died leaving no widow, widower, child, or parent who would on proper 
application therefor be entitled to receive an annuity under this 
section for the month in which such death occurred, there shall be 
paid a lump sum of ten times the employee’s basic amount to the 
following person (or if more than one there shall be distributed 
among them) whose relationship to the deceased employee will have 
been determined by the Board, and who will have been living on the 
date of such determination: to the widow or widower of the deceased; 
or, if no such widow or widower be then living, to any child or children 
of the deceased and to any other person or persons who, under the 
intestacy law of the State where the deceased willl have been domi- 
ciled, will have been entitled to share as distributees with such 
children of the deceased, in such proportions as is provided by such 
law; or, if no widow or widower and no such child and no such other 
person be then living, to the parent or parents of the deceased, in 
equal shares. A person who is entitled to share as distributee with 
an above-named relative of the deceased shall not be precluded from 
receiving a payment under this paragraph by reason of the fact that 
no such named relative will have survived the deceased or of the fact 
that no such named relative of the deceased will have been living on 
the date of such determination. If none of the persons described in 
this paragraph be living on the date of such determination such 
amount shall be paid to any person or persons, equitably entitled 
thereto, to the extent and in the proportions that he or they shall 
have paid the expenses of burial of the deceased.] Upon the death, 
after the month in which this Act is enacted, of a completely or partially 
insured employee who will have died leaving no widow, widower, child, or 
parent who would on proper application therefor be entitled to receive an 
annuity under this section for the month in which such death occurred. a 
lump sum of ten times the employee’s basic amount shall be paid to the 
person, if any, who is determined by the Board to be the widow or widower 
of the deceased employee and to have been living with such employee at 
the time of such employee's death and who will.not have died before 
recewwing payment of such lump sum. Tf there be no such widow or 
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widower, such lump sum shall be paid to any person or parnent whe ohalt 
entitled thereto, to the extent and in the proportions that he 

have paid the expenses of burial of such deceased employee. "te a lump 
sum would be payable to a [widow, widower, child, or parent] widow 
or widower under this paragraph except for ‘the fact that a survivor 
will have been entitled to receive an annuity for the month in which 
the employee will have died, but within one year after the employee’s 
death there will not have accrued to survivors of the employee, by 
reason of his death afnuities which, after all deductions pursuant to 
paragraph (1) of subsection (i) will have been made, are equal to 
such lump sum, a payment to any then surviving widow [, widower, 
children, or parents shall nevertheless be made under this paragraph 
equal to the amount by which such lump sum exceeds such annuities 
so accrued after such deductions] a payment equal to the amount by 
which such lump sum exceeds such annuities so accrued after such deduc- 
tions shall then nevertheless be made under this paragraph to the person 
(or, if more than one, in equal shares to the persons) first named in the 
following order of preference: the widow, widower, child, or parent of the 
employee then entitled to a survivor annuity under this section. No 
payment shall be made to any person under this paragraph, unless 
application therefor shall have been filed, by or on behalf aa any such 
person (whether or not legally competent) prior to the expiration of 
two years after the date of death of the deceased employee, except 
that if the deceased employee is a person to whom section 2 of the 
Act of March 7, 1942 (56 Stat. 143, 144), is applicable such two years 
shall run from the date on which the deceased employee, pursuant 
to said Act, is determined to be dead, and for all other purposes of 
this section such employee, so long as it does not appear that he is in 
fact alive, shall be deemed to have died on the date determined 
pursuant to said Act to be the date or presumptive date of death. 

(2) Whenever it shall appear, with respect to the death of an 
employee on or after January 1, 1947, that no benefits, or no further 
benefits, other than benefits payable to a widow, widower, or parent 
upon attaining age sixty at a future date, will be payable under this 
section or, pursuant to subsection (k) of this section, upon attaining 
retirement age (as defined in section 216 (a) of the Social Security 
Act) at a future date, will be payable under title II of the Social 
Security Act, as amended, there shall be paid to such person or persons 
as the deceased employee may have designated by a writing filed with 
the Board prior to his or her death, or if there be no designation, 

to the person or persons in the order provided in paragraph (1) of 
this subsection or, in the absence of such person or persons, to his or 
her estate, a lump sum] to the following person (or, if more than one, in 
equal shares to the persons) whose relationship to the deceased employee 
will have been determined by the Board and who will not have died before 
receiving payment of the lump sum provided for in this paragraph: 
(i) the widow or widower of the deceased employee who was living 
with such employee at the time of such employee’s death; or 
(it) if there be no such widow or widower, to any child or children 
of such employee; or 
(iit) of there be no such widow, widower, or child, to any grand- 
child or grandchildren of such employee; or 
(iv) of there be no such widow, widower, child, or grandchild, to 
any parent or parents of such employee; or 
H. Rept. 2641, 85-2——_4 
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(v) if there be no such widow, widower, child, grandchild, or 
parent, to any brother or sister of such employee; or 
(vi) if there be no such widow, widower, child, grandchild, 
parent, brother, or sister, to the estate of such employee, 
a lump sum in an amount equal to the sum of 4 per centum of his or 
her compensation paid after December 31, 1936, and prior to January 
1, 1947, and * * * 


* * * * * * * 


(h) Maximum anp Minimum Annurry Torats.—Whenever accord- 
ing to the provisions of this section as to annuities, payable for a 
month with respect to the death of an employee, the total of annuities 
is more than $33 and exceeds either (a) $176, or (b) an amount equal 
to two and two-thirds times such employee’s basic amount, whichever 
of such amounts is the lesser, such total of annuities shall, [prior to] 
after any deductions under subsection (i), be reduced to such lesser 
amount or to $33, whichever is greater. Whenever such total of 
annuities is less than $15.40 such total shall, prior to any deductions 
under subsection (i), be increased to $15.40. 

(i) Depuctions From ANNuiTIEs.—(1) * * * 

* * * * * * as 


(3) Deductions shall also be made from any payments under this 
section with respect to the death of an employee until such deductions 
total— 

(i) any death benefit, paid with respect to the death of such 
employee, under sections 5 of the Retirement Acts (other than a 
survivor annuity pursuant to an election) ; and 

(ii) any lump sum paid, with respect to the death of such 
employee, under title II of the Social Security [Act] Act. [, or 
under section 203 of the Social Security Act in force prior to the 
date of the Social Security Act Amendments of 1939;] 

[(iii) any lump sum paid to such employee under section 204 
of the Social Security Act in force prior to the date of the enact- 
ment of the Social Security Act Amendments of 1939, provided 
such lump sum will not previously have been deducted from any 
insurance benefit paid under the Social Security Act; and 

[(iv) an amount equal to 1 per centum of any wages paid to 
such employee for services performed in 1939, and subsequent to 
his attaining age sixty-five with respect to which the taxes im- 
»0sed by section 1400 of the Internal Revenue Code will not 
1ave been deducted by his employer from his wages or paid by 
such employer, provided such amount will not previously have 
been deducted from any insurance benefit paid under the Social 
Security Act.] 

* * * * + * « 


(k) Provistons ror CrepiTiING Rarroap INpustRY SERVICE 
Unper THe Socrau Securtrry Act 1n Certain Cases.—(1) For the 
purpose of determining (i) insurance benefits under title II of the 
Social Security Act to an employee who will have completed less than 
ten years of service and to others deriving from him or her during his 
or her life and with respect to his or her death, and lump-sum death 
payments with respect to the death of such employee, and (ii) insur- 
ance benefits with respect to the death of an employee who will have 
completed ten years of service which would begin to accrue on or 
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after January 1, 1947, and with respect to lump-sum death payments 
under such title ayable i in relation to a death of such an employee 
occurring on or after such date, and [for the purposes of sections 203 
and 216 (i) (3) of that Act] for the purposes of section 203 and, with 
respect to an employee who will have completed less than ten years of 
service, section 216 (1) (8) of that Act, section 15 of the Railroad Retire- 
ment. Act of 1935, section 210 (a) 10 of the Social Security Act, and 
section 17 of this Act shall not operate to exclude from ““employment”’, 
under title [I of the Social Security Act, service which would otherwise 
be included in such “employment’’ but for such sections. For such 
purpose, compensation paid in a calendar year shall, in the ree 
of evidence to the contrary, be presumed to have been paid in equal 
proportions with respect to all months in the year in which the em- 
ployee will have been in services as an employee. In the application 
of the Social Security Act pursuant to this paragraph to service as an 
employee, all services as defined in section 1 (c) of this Act shall be 
deemed to have been performed within the United States. 
* * *” * * o* 


(3) The Board and the Federal Security Administrator shall, upon 
request, supply each other with certified reports of records of com- 
pensation or wages and periods of service, of determinations under 
section 3 (e) of this Act, or section 216 (i) of the Social Security Act, of 
periods of disability within the meaning of such section 216 (i), and of 
other records in their possession or which they may secure, pertinent 
to the administration of this section, section 3 (e) of this Act, or title II 
of the Social Security Act as affected by paragraph (1). Such certified 
reports shall be conclusive in adjudication as to the matters covered 
therein (except in the case of a determination of disability under section 
216 (i) of the Social Security Act where. such determination would 
otherunse result in a denial, or a decrease in the amount, of monthly or 
lump-sum benefits under either the Railroad Retirement Act or the Social 
Security Act): Provided, That if the Board or the Federal Security 
Administrator receives evidence inconsistent with a certified report 
and the application involved is still in course of adjudication or other- 
wise open for such evidence, such recertification of such report shall be 
made as, in the judgment of the Board or the Federal Security Ad- 
ministrator, whichever made the original certification, the evidence 
warrants. Such recertification and an subsequent ‘recertification 
shall be treated in the same manner and be subject to the same condi- 
tions as an original certification. 

(1) Derrnirions.—For the purposes of this section the term ‘‘em- 
ployee” includes an individual who will have been an “‘employee’’, 
and— 

* * * * * * * 


(6) The term ‘“‘wages’” shall mean wages as defined in section 209 
of the Social Security Act: [(except that for the purposes of section 5 
(i) (1) (ii) of this Act such wages shall be determined without regard 
to subsection (a) of said section 209)J. In addition, the term shall 
include (i) ‘self-employment income” as defined in section 211 (b) 
of the Social Security Act [(and in determining “self-employment 
income”’, the “net earnings from self-employment” shall be deter- 
mined as provided in section 211 (a) of such Act and charged to 
correspond with the provisions of section 203 (e) of such Act) J, and 
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(ii) wages deemed to have been paid under section 217 (a) or (e) of 
the Social Security Act on account of military service which is not 
creditable under section 4 of this Act. Wages, as defined in this para- 
graph, shall be credited for the purposes of this section in the manner and 
to the extent credited for corresponding purposes of title II of the Social 
Security Act. 

(7) An employee will have been “‘completely insured’’ if it appears 
to the satisfaction of the Board that at the time of his death, whether 
before or after the enactment of this section, he will have completed 
ten years of service and will have had the qualifications set forth in 
any one of the following paragraphs: 

(i) @ current connection with the railroad industry; and a 
number of quarters of coverage, * * * 

(ii) a current connection with the railroad industry; and [forty 
or more quarters of coverage] either will have had forty or more 
quarters of coverage or would be fully insured under title II of the 
Social Security Act if his service as an employee after December 31, 
1936, were included in the term “employment” as defined in that Act; 
or 

(iii) * * * 

(8) An employee will have been “partially insured” at the time of 
his death, whether before or after the enactment of this section, if it 
appears to the satisfaction of the Board that he will have completed 
ten years of service and [will have had] (i) will have had a current 
connection with the railroad industry; and (ii) either will have had 
six or more quarters of coverage in the period ending with the quarter 
in which he will have died or in which a retirement annuity will have 
begun to accrue to him and beginning with the third calendar year 
next preceding the year in which such event occurs, or would be 
currently insured under title II of the Social Security Act if his service as 
an employee after December 31, 1936, were included in the term “employ- 
ment” as defined in that Act. 

(9) An employee’s “average monthly remuneration” shall mean 
the quotient obtained by dividing (A) the sum of (i) the compensation 
paid to him after 1936 and before the [quarter in which be will have 
died] employee’s closing date, eliminating any excess over $300 for 
any calendar month before July 1, 1954, and any excess over $350 
for any calendar month after June 30, 1954, and (ii) if such compen- 
sation for any calendar year before 1955 is less than $3,600 or for any 
calendar year after 1954 is less than $4,200 and the average monthly 
remuneration computed on compensation alone is less than $350 and 
the employee has earned in such calendar year ‘‘wages” as defined in 
paragraph (6) hereof, such wages, in an amount not to exceed the 
difference between the compensation for such year and $3,600 for 
years before 1955 and $4,200 for years after 1954, by (B) three times 
the number of quarters elapsing after 1936 and before the [quarter 
in which he will have died] employee’s closing date: Provided, That 
for the period prior to and including the calendar year in which he 
will have attained the age of twenty-two there shall be included in the 
divisor not more than three times the number of quarters of coverage 
in such period: Provided further, That there shall be excluded from 
the divisor any calendar quarter which is not a quarter of coverage 
and during any part of which a retirement annuity will have been 
payable to him[[: And provided further, That if the exclusion from the 
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divisor of all quarters beginning with the first quarter in which the 
employee was completely insured and had attained the age of sixty- 
five and the exclusion from the dividend of all compensation and 
wages with respect to such quarters would result in a higher average 
monthly remuneration, such quarters, compensation and wages shall 
be so excluded]. An employee’s ‘‘closing date’ shall mean (A) the 
jirst day of the first calendar year in which such employee both had 
attained age 65 and was completely insured; or (B) the first day of the 
calendar year in which such employee died; or (C) the first da wine 
calendar year following the year in which such employee died, aaa ver 
would produce the highest “‘average monthly remuneration’’ as defined in 
the preceding sentence. If the amount of the “‘average monthly remunera- 
tion”’ as computed under this paragraph is not a multiple of $1, it shall be 
rounded to the next lower multiple of $1. 


* * * * * * * 
PERSONNEL 


Sec. 10. (a) There is hereby established as an independent agency 
in the executive branch of the Government * * * 
(b) 1. * * * 


* * * * * * * 


4. The Board shall establish and promulgate rules and regulations 
to provide for the adjustment of all controversial matters arising in 
the administration of such Acts, with power as a Board or through 
any member or designated subordinate thereof, to require and compel 
the attendance of witnesses, administer oaths, take testimony, and 
make all necessary investigations in any matter involving annuities 
or other payments and shall maintain such offices, provide such 
equipment, furnishings, supplies, services, and facilities, and employ 
such individuals and provide for their compensation and expenses as 
may be necessary for the proper discharge of its functions, including 
expenses, tuition, and salaries of employees of the Board who are desig- 
nated by the Board to attend courses of instruction or training at institu- 
tions (whether or not such courses are conducted by the United States), 
not exceeding 240 class hours in any one calendar year for any one such 
employee. All positions to which such individuals are appointed, 
except one administrative assistant to each member of the Board, 
shall be in and under the competitive civil service and shall not be 
removed or excepted therefrom. In the employment of such indi- 
viduals under the civil-service laws and rules the Board shall give 
preference over all others to individuals who have had experience in 
railroad service, if, in the judgment of the Board they possess the 
qualifications necessary for the proper discharge of the duties of the 
positions to which they are to be appointed. For purposes of its 
administration of this Act or the Railroad Unemployment Insurance 
Act, or both, the Board may hereafter place, without regard to the numeri- 
cal limitations contained in section 506 of the Classification Act of 1949, 
as amended, four positions in grade GS-16 of the General Schedule 
established by that Act, four positions in grade GS-17 of such Schedule, 
and one position in grade GS-18 of such Schedule. * * * 


* * * * * * * 


Sec. 13. (a) Any officer or agent of an employer, as the word 
“employer” is hereinbefore defined, or any employee acting in his 
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own behalf, or any individual whether or not of the character herein- 
before defined, who shall willfully fail or refuse to make any report or 
furnish any information required, in accordance with the provisions of 
section 10 (b) 4, by the Board in the administration of this Act or 
the Railroad Retirement Act of 1935, or who shall knowingly make 
or cause to be made any false or fraudulent statement or report when 
a statement or report is required to be made for the purpose of such 
Acts, or who shall knowingly make or aid in making any false or 
fraudulent statement or claim for the purpose of causing an award or 
payment under such Acts, shall be punished by a fine of not more 
than $10,000 or by imprisonment not exceeding one year, or both. 

(b) All fines and penalties imposed by a court pursuant to this Act shall 
be paid to the court and be remitted from time to time by order of the judge 
to the Treasury of the United States to be credited to the Railroad Retire- 
ment Account. 


* “ * * * * * 
PART II 
RAILROAD UNEMPLOYMENT INSURANCE ACT 
* * * os * * * 


Section 1. For the purposes of this Act, except when used in amend- 
ing the provisions of other Acts— 
* * * * * * * 


(k) Subject to the provisions of section 4 of this Act, (1) a day of 
unemployment, with respect to any employee, means a calendar 
day on which he is able to work and is available for work and with 
respect to which (i) no remuneration is payable or accrues to him, and 
(ii) he has, in accordance with such regulations as the Board may pre- 
scribe, registered at an employment office; and (2) a “day of sickness’, 
with respect to any employee, means a calendar day on which because 
of any physical, mental, psychological, or nervous injury, illness, 
sickness, or disease he is not able to work or which is included in a 
maternity period, and with respect to which (i) no remuneration is 
payable or accrues to him, and (1i) in accordance with such regulations 
as the Board may prescribe, a statement of sickness is filed within such 
reasonable period, not in excess of ten days, as the Board may pre- 
scribe: Provided, however, That “subsidiary remuneration”, as here- 
inafter defined in this subsection, shall not be considered remuneration 
for the purpose of this subsection except with respect to an employee 
whose base-year compensation, exclusive of earnings from the position 
or occupation in which he earned such subsidiary remuneration, is 
less than $400: Provided, further, That remuneration for a working 
day which includes a part of each of two consecutive calendar days 
shall be deemed to have been earned on the [second] first of such two 
days, and any individual who takes work for such working day shall 
not by reason thereof be deemed not available for work on the beret 
second of such calendar days: Provided, further, That any calendar 
day on which no remuneration is payable to or accrues to an employee 
solely because of the application to him of mileage or work restrictions 
eee upon in schedule agreements between employers and em- 
ployees or solely because he is standing by for or laying over between 
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regularly assigned trips or tours of duty shall not be considered either 
a day of, unemployment or a day of sickness. 

For the purpose of this subsection, the term “subsidiary remunera- 
tion’? means, with respect to any employee, remuneration not in excess 
of an average of [one dollar] three dollars a day for the period with 
respect to which such remuneration is payable or accrues, if the work 
from which the remuneration is derived (i) requires substantially less 
than full time as determined by generally prevailing standards, and 
(1i) is susceptible of performance at such times and under such circum- 
stances as not to be inconsistent with the holding of normal full-time 
employment in another occupation. 

* * * * * * * 


(q) The term “fund” means the railroad unemployment insurance 
administration fund, established pursuant to section 11 of this Act in 
the unemployment trust fund. 

* * * * * * * 


DISQUALIFYING CONDITIONS 


Src. 4. (a-1) There shall not be considered as a day of unemploy- 
ment or as a day of sickness, with respect to any employee— 
* * * * * 


(ii) any day in any period with respect to which the Board 
finds that he is receiving or will have received annuity payments 
or pensions under the Railroad Retirement Act of 1935 or the 
Railroad Retirement Act of 1937, or insurance benefits under 
title II of the Social Security Act, or unemployment, maternity, 
or sickness benefits under an unemployment, maternity, or a. 
ness compensation law [of any State of the United States other 
than this Act, or any other social insurance payments under a 
law of any State or of the United States] other than this Act or 
any other social-insurance payments under any law: Provided, That 
if an employee receives or is held entitled to receive any such 
payments, other than unemployment, maternity, or sickness pay- 
ments, with respect to any period which includes days of un- 
scopes or sickness in a registration period, after benefits 
under this Act for such registration period will have been paid, 
the amount by which such benefits under this Act will have been 
paid increased by including such days as days of unemployment 
or as days of sickness shall be recoverable by the Board: Provided 
jurther, That, if that part of any such payment or payments, 
other than unemployment, maternity, or sickness payments, 
which is apportionable to such days of unemployment or days 
of sickness is less in amount than the benefits under this Act 
which, but for this paragraph, would be payable and not recover- 
able with respect to such ask of unemployment or days of sick- 
ness, the preceding provisions of this paragraph shall not apply 
but such benefits under this Act for such days of unemployment 
or days of sickness shall be diminished or recoverable in the 
amount of such part of such other payment or payments; 

* * * * * 
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CONTRIBUTIONS 


Sec. 8. (a) Every employer shall pay a contribution, with respect to 
having employees in his service, equal to the * * * 

As soon as practicable following the enactment of this Act, the Board 
shall determine and proclaim the balance to the credit of the account 
as of the close of business on September 30, 1947, and on or before 
December 31 of 1948 and of each succeeding year, the Board shall 
determine and proclaim the balance to the credit of the account as of 
the close of business on September 30 of such year; and in determining 
such balance as of September 30 of any year, the balance to the credit of 
the railroad unemployment insurance administration fund as of the close 
of business on such date shall be deemed to be a part of the balance to the 
credit of such account. 

* * & * * * * 


RAILROAD UNEMPLOYMENT INSURANCE ADMINISTRATION FUND 


Sec. 11. (a) [There is hereby established in the Treasury of the 
United States a fund to be known as the railroad unemployment 
insurance administration fund. This fund] The Secretary of the 
Treasury shall maintain in the unemployment trust fund established 
pursuant to section 904 of the Social Security Act an account to be known 
as the railroad unemployment insurance administration fund. This 
unemployment insurance administration fund shall consist of (i) such 
part of all contributions collected pursuant to section 8 of this Act as 
equals 0.2 per centum of the total compensation on which such 
contributions are based; (ii) all amounts advanced to the fund by the 
Secretary of the Treasury pursuant to this section; (iii) all amounts 
appropriated by subsection (b) of this section; and (iv) such additional 
amounts as Congress may appropriate for expenses necessary or 
incidental to administering this Act. Such additional amounts are 
hereby authorized to be appropriated. 

Es * * * * * * 


(c) Notwithstanding any other provision of law, all moneys at any 
time credited to the fund are hereby permanently appropriated to the 
Board to be continuously available to the Board without further 
appropriation for any expenses necessary or incidental to administer- 
ing this Act, including personal services in the District of Columbia 
and elsewhere; travel expenses, including expenses of attendance at 
meetings when authorized by the Board and erpenses, tuition, and 
salaries of employees designated by the Board to attend courses of instruc- 
tion or training at institutions (whether or not such courses are conducted 
by the United States), not exceeding two hundred and forty class hours in 
any one calendar year for any one such employee; actual transportation 
expenses and not to exceed $10 per diem to cover subsistence and other 
expenses * * * 
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DUTIES AND POWERS OF THE BOARD 


Sec. 12. (a) For the purpose of any investigation or other proceed- 
ing relative to the determination of any hort to on oF & 
* * * * * 


(1) In addition to the powers and zed ex — provided, the 
Board shall have and exercise all the powers ah duties * * * 

The Board may employ such persons and provide for their remunera- 
tion and expenses, as may be necessary for the proper administration 
of this Act. Such persons shall be employed and their remuneration 
prescribed in accordance with the civil-service laws and the [Classifica- 
tion Act of 1923, except that the Board may fix the salary of a Director 
of Unemployment Insurance at $10,000 per annum] Classification 
Act of 1949, as amended. * * * 


* * * * * * * 
PART III 
SOCIAL SECURITY ACT, AS AMENDED 
* * * * * * * 


UNEMPLOYMENT TRUST FUND 


Sec. 904. (a) There is hereby established in the Treasury of the 
United States a trust fund to be known as the “Unemployment Trust 
Fund,” hereinafter in this title called the “Fund.” The Secretary of 
the Treasury is authorized and directed to receive and hold in the 
Fund all moneys deposited therein by a State agency from a State 
unemployment fund, or by the Railroad Retirement Board to the 
credit of the railroad unemployment insurance account or the railroad 
unemployment insurance administration fund, or otherwise deposited in 
or credited to the Fund or any account therein. Such deposit may 
be made directly with the Secretary of the Treasury or with any 
Federal Reserve bank or member bank of the Federal Reserve System 
designated by him for such purpose. 

* * * * * * * 


(e) The Fund shall be invested as a single fund, but the Secretary 
of the Treasury shall maintain a separate book account for each 
State agency, the Federal unemployment account, [and the railroad 
unemployment insurance account] the railroad unemployment insur- 
ance account, and the railroad unemployment insurance administration 
fund and shall credit quarterly on March 31, June 30, September 30, 
and December 31, of each year, to each account on the basis of the 
average daily balance of such account, a proportionate part of the 
earnings of the Fund for the quarter ending on such date. For the 
purpose of this subsection, the average daily balance shall be com- 
puted— 

(1) in the case of any State account, by reducing (but not 
below zero) the amount in the account by the aggregate of the 
outstanding advances under section 1201 from the Federal unem- 
ployment account, and 








34 TECHNICAL AMENDMENTS TO RAILROAD RETIREMENT ACT 


(2) in the case of the Federal unemployment account, (A) by 
adding to the amount in the account the aggregate of the reduc- 
tions under paragraph (1), and (B) by subtracting from the sum 
so obtained the aggregate of the outstanding advances from the 
Treasury to the account pursuant to section 1202 (c). 

(f) The Secretary of the Treasury is authorized and directed to pay 
out of the Fund to any State agency such amount as it may duly 
requisition, not exceeding the amount standing to the account of such 
State agency at the time of such payment. The Secretary of the 
Treasury is authorized and directed to make such payments out of 
the [Fund as the Railroad Retirement Board may duly certify, not 
exceeding the amount standing to the railroad unemployment in- 
surance account at the time of such payment] railroad unemployment 
insurance account for the payment of benefits, and out of the railroad 
unemployment insurance administration fund for the payment of ad- 
ministrative expenses, as the Railroad Retirement Board may duly 
certify, not exceeding the amount standing to the credit of such account 
or such fund, as the case may be, at the time of such payment. 

* * oe * * oe * 





APPENDIX 





RaILROAD RETIREMENT Boarp, 
Chicago, Ill., August 7, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. Harris: This is a report of the Railroad Retirement 
Board on the bill H. R. 7166, which was introduced on May 2, 1957, 
by Mr. Harris and referred to your committee for consideration. 

The bill would amend the Railroad Retirement Act and the Rail- 
road Unemployment Insurance Act. It is intended, generally, to 
facilitate and improve the administration of the Railroad Retirement 
Act and, to a somewhat lesser extent, the Railroad Unemployment 
Insurance Act by effecting changes that the experience of the Board 
has shown to be desirable, and which are discussed below. The bill 
would not increase the cost of benefits under the systems, at least not 
in any significant amount; rather, through the facilitation of operations 
and increased efficiency, its enac tment would decrease administrative 
costs. 

THE RAILROAD RETIREMENT ACT 


The method of computing benefits would be simplified by rounding 
the average “monthly compensation” used in the computation of re- 
tirement benefits, and the ‘‘average monthly remuneration” used in 
the computation of survivor benefits, to the next lower multiple of $1 
(sees. 1 (a) and 2 (j) of the bill). The amounts of both retirement and 
survivor annuities when not in a multiple of $0.10 would be raised 
to the next higher multiple of $0.10 (see. 1 (e)). These amendments 
would have no material effect on the amount of the monthly annuities, 
but are designed to simplify the computing processes. The rounding 
of the average “monthly compensation,” the “average monthly re- 
muneration,’’ and the monthly annuities, would make the construc- 
tion of computation tables, and the use of such tables in the computing 
processes, relatively simple. Without these changes, the use of an- 
nuity computing tables would not be feasible because they would, 
necessarily, be too voluminous and cumbersome. 

Survivor annuities in any monthly amount of less than $5 may, 
under present provisions, be paid in a single sum equal to the com- 
muted value. ‘The Board would be authorized to pay the commuted 
value of retirement annuities in a single lump sum when the monthly 
amount is less than $5, which can only be done under present provi- 
sions when the monthly amount is less than $2.50 (sec. 1 (d)). 

An employee’s “‘closing date,” which is a factor in determining his 
“average monthly remuneration” used in computing survivor bene- 
fits, would be changed from the quarter of death or the quarter in 
which he both became 65 and was completely insured, to either (1) 
the first day of the first calendar year in which he became 65 years of 
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age and insured; (2) the first day of the calendar year in which he 
died; or (3) the first day of the calendar year following the day of 
his death, whichever would produce the highest benefits (sec. 2 (j)). 
This change would simplify the computation of survivor benefits 
because compensation used in such computation would accord with 
reports of compensation made by employers on an annual basis and 
there would be no need to determine how much of the compensation 
was paid with respect to particular quarters. The proposed closing 
dates would accord with the closing dates under the Social Security 
Act. This is pertinent because the Board must determine the amount 
of benefits, or the additional amount of benefits, which would be 
payable under the Social Security Act on the basis of the employee’s 
railroad service if such service after 1936 were employment subject 
to the Social Security Act. This is required because, under the so- 
called social-security minimum provision of the Railroad Retirement 
Act, if benefits under the railroad retirement formula are less than 
that amount they are increased to such amount. 

The maximum respecting the total of survivor annuities payable 
with respect to an employee would be made applicable after work 
deductions are effected (sec. 2 (c)). This change would accord with 
a similar change which has been made in the Social Security Act by 
Public Law 7 34, 8ist Congress, approved August 28, 1950, and, in 
consequence, the application of the social-sec urity minimum would 
be simplified. The effect of this change would be to eliminate the 
double deduction which results from the application of the present 
provision for determining the maximum before any work deduction is 
made. For example, assume that an employee whose ‘“‘basic amount” 
is $63 is survived by a widow and 4 children, entitled to a survivor’s 
annuity upon application. All apply except the oldest child, who 
expects to work and whose entitlement would add nothing to the 
total family benefit if the widow and the other children receive their 
benefits. The maximum family benefit would be 2% times the basic 
amount, or $168 monthly (which they would receive rather than the 
total produced by the regular formula of $189), as follows: The widow 
would receive $56, and each child would receive $37.33% a month. 
Now, assume that the widow decides to work, and does. Under the 
present provisions for applying t the maximum before work deductions, 
her monthly payments would cease and the children’s payments would 
remain as they were at $37.33% each. Also, if the fourth child decides 
not to work but to continue in Piieel he could, under the present 
provisions, receive nothing. Under the proposed change, however, 
of determining the maximum after the work deduction, the 3 children’s 
payments could be increased to their regular amount of $42 each 
and the fourth child could apply and would receive his full share or 
$42, under the regular formula since the increase for the 3, and such 
share for the fourth, would increase the total only to the exact amount 

the maximum of $168. The example assumes that the social- 
security minimum provision would not apply at all. If it did apply, 
under present provisions, after the widow started work, benefits to 
the family would have to be recomputed in accordance with the social- 
security minimum. Under the proposed amendment, no such 
recompuiation would be required. 

The provision for calculating the minimum survivor annuity before 
making work deductions w ould not be affected by the bill. To com- 
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pute the minimum after making a work deduction would nullify the 
work-deduction provision, at least to some extent. Assume a case 
where a widow’s benefit was, say, $9.60, and the child’s, $6.40, so that 
the 2 would receive $16, or above the present family minimum of 
$15.40. If the minimum were applied after making the deductions 
required because the widow worked, the child would then receive 
$15.40, or almost as much as the 2 together had received before the 
widow began work and a recomputation of the benefits would have to 
be made, instead of merely stopping payment to the individual 
working. (If only one member of a family was entitled to benefits, 
if the work deduction was applied before the minimum, he or she 
would receive the minimum even though working and even though 
the original benefit was at the minimum.) 

Present provisions of the act requiring deduction from benefits of 
certain lump-sum payments under the Social Security Act and for 
the failure to have paid certain taxes for 1939 related to that act, 
would be eliminated for the reason that, for all practical purposes, 
they have become obsolete. This change would accord with similar 
amendments made in the Social Security Act in 1950 and 1954 (sec. 
2 (d)) 

The provisions of the Railroad Retirement Act respecting the 
crediting of wages and self-employment income covered by the Social 
Security Act in the computation of survivor benefits would be clarified. 
Such wages and self-employment income would be credited in the 
manner and to the extent credited for corresponding purposes of the 
Social Security Act (sec. 2 (g)). 

A career railroad employee who has 10 years of service and a 
“current connection” with the railroad industry would be accorded 
an “insured’’ status under the Railroad Retirement Act to correspond 
with the insured status he would have under the Social Security Act 
if his railroad service after 1936 had been ae subject to the 
Social Security Act (secs. 2 (h) and 2 (i)). This would provide 
an advantage to the employee because, under the so-called new- 
start provisions of the Social Security Act, an insured status may be 
acquired with relatively little service. This provision would be 
important, for the most part, only where the employee did not have 
10 years’ railroad service after 1936 since an employee with ‘40 
quarters of coverage’ (which is usually the equivalent of 10 years’ 
service after 1936) would be provided with an insured status under 
present provisions of the act. A ‘completely insured” status derived 
through this change by an employee otherwise only “partially in- 
sured”? would enable his widow, on the basis of age alone, or his 
parents, to obtain monthly benefits not otherwise payable under 
either the Railroad Retirement Act or the Social Security Act. 
Where an employee does not otherwise have either a ‘partially’ or 
a “completely” insured status under the Railroad Retirement Act, 
the consequence of this provision’s enactment would be that benefits 
to his survivors would be payable under such act rather than the 
Social Security Act. (The lump sum under sec. 5 (f) (2) of the 
Railroad Retirement Act would, in any event, be payable under the 
latter act.) 

For career railroad employees having 10 or more years of service 
creditable under the Railroad Retirement Act, or who have beer 
awarded annuities, the Board would be authorized to make deter- 
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minations of ‘‘periods of disability’ respecting the “disability freeze’’ 
provision of the Social Security Act. (Section 1 (b).) This is 
important because in applying the social security minimum to benefits 
under the Railroad Retirement Act, it is necessary to take into account 
periods of disability, the elimination of which would increase benefits 
by increasing the employee’s average monthly wage, and in some 
instances would even provide eligibility through an ‘‘insured’’ status. 
Determinations of this character would be facilitated because the 
Board would be authorized to treat applications for disability annuities 
as applications for the determination of periods of disability, and also 
because the Board would be authorized to make such determinations 
on evidence in its possession, consisting of medical data obtained in 
connection with applications for disability annuities, and applications 
for sickness benefits under the Railroad Unemployment Insurance 
Act. 

we Railroad service of an employee with less than 10 years of such 
service would be treated as employment subjec t to the Social Security 
Act for the purposes of determining periods of disability by the Secre- 
tary of Health, Education, and Welfare (sec. 2 (e)). 

The Board and the Federal Security Administrator would be re- 
quired to supply each other, upon request, with certified reports as to 
determinations of periods of disability (sec. 2 (f) (1) and (2)). De- 
terminations of the a of disability made by the Board or the 
Secretary of Health, Education, and Welfare would be binding upon 
the other except that the disability period would not be applied in 
determining benefits in cases where its application would result in a 
denial or lessening of the amount of benefits under either the Retire- 
ment Act or the Social Security Act (sec. 2 (f) (3)) 

The order of payment of accrued but unpaid retirement annuities 
would be changed. They would be paid, first, to the employee’s 
widow or widower, but only if the widow or widower was “living 
with” the employee at the time of the latter’s death. If no such 
widow or widower survived, the accrued retirement annuity would 
be paid to the person found to be equitably entitled thereto by reason 
of having paid the burial expenses of the employee. If there be no 
such widow or widower and no person who paid the burial expenses, 
or if the total of the accrued annuity exceeded the amount of the 
burial expenses, the accrued annuity, or the excess over the burial 
expenses, would be paid to the children, grandchildren, parents, or 
brothers and sisters of the deceased employee, in the order named. 
Of course, payment would be made to a class of survivors only if 
there is no person or persons in a higher class of entitlement who 
would be entitled to benefits at the time of payment (sec. 1 (c)). A 
person named in the ed of priority will be entitled only if he or 
she will not have died before receiving payment. 

Under present provisions of law, an employee’s widow or widower, 
though they have been estranged and living apart for many years is 
entitled to receive such accrued annuity ahead of all others. Often, 
extensive investigation is required to develop evidence in respect to 
the question as to who was the wife or husband of the employee at 
the time of such employee’s death, particularly when more than one 
individual claims a widow’s or widower’s status. It is often difficult 
t6 determine who actually is the widow or widower. ‘This difficulty 
would be largely eliminated because the widow or widower could not 
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receive the accrued annuity unless she or he was “living with’ the 
employee at the time of such employee’s death. This concept is 
now applied in determining entitlement to a widow’s, widower’s, or 
spouse’s annuity. 

The order of payment of accrued survivor annuities due but unpaid 
at the time of death of the person entitled thereto would also be 
changed. They would be paid in the same order as accrued retirement 
annuities, except that payment would not be made to a person who 
has paid the burial expenses of the employee (sec. 1 (c)). The reason 
for this is the likelihood that the employee will have been dead for 
some time, so that it would be difficult to ascertain the facts concerning 
payment of his burial expenses. 

The order of payment of accrued annuities due to a spouse of an 
employee but unpaid at the time of the spouse’s death would also be 
changed. They would be paid in the same order as accrued retire- 
ment annuities, except that payment would first be made to the 
employee himself (sec. 1 (¢)). 

Application for accrued and unpaid annuities would be required to 
be filed, in accordance with present provisions relating to unpaid 
annuities, prior to the expiration of 2 years after the death of the 
person originally entitled to such annuities. 

The reguiar insurance lump-sum benefit would be paid, under the 
bill, to the employee’s widow or widower who was living with such 
employee at the time of death and will not have died before receiving 
payment, and, if no such widow or widower survived, it would be 
paid to the person who has paid the employee’s burial expenses to 
the extent of such payment (sec. 2 (a)). No one else would be eligible 
for the regular insurance lump sum. After payment to a payer of 
the burial expenses, the remainder, if any, would likely be small. 
Consequently, the necessity of determining the beneficiary and making 
payment of a rather small sum (which in many cases would be div ided 
among several persons) would be dispensed with. Elimination of this 
adjudicative expense would be warranted, since any amount of the 
insurance lump sum which is not paid would generally become part of 
the residual benefit which would likely be paid to the same person 
who would receive the insurance lump sum. The deferred insurance 
lump sum which becomes payable after a year following the death of 
the employee if survivor annuities for the year do not equal the lump 
sum would be paid in the order of preference to the widow or widower, 
child or parent of the employee then entitled to a survivor annuity. 

The residual lump-sum benefit (under sec. 5 (f) (2)) would still be 
paid to the person or persons designated by the enolovia to receive it. 
Where there is no such designation, payment would be made in the 
same manner as would be provided for payment of accrued retirement 
annuities due but unpaid at death, except that such lump sum would 
not be used to reimburse the payer of the burial expenses of the em- 
ployee, and, if there are no survivors entitled, payment would be made 
to the employee’s estate (sec. 2 (b)). Under present law, brothers 
and sisters are not entitled to receive payment of the residual lump 
sum ahead of the employee’s estate. The reason the bill provides for 
the payment to them before payment to the employee’s estate is that 
the number of cases in which the residual lump sum would be payable 
to the deceased employee’s estate would be reduced and, further, the 
Board would be spared the necessity of determining heirs under State 
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inheritance laws, where, because of the size of the estate, the appoint- 
ment of an administrator is not required. 

The bill would authorize the Board to bear the expenses, tuition, 
and salary of employees designated by it to attend training courses at 
certain training institutions, but not exceeding 240 class hours in a 
calendar year for any 1 employee (secs. 3 (1) and 205 (b)). This 
provision would, obviously, promote efficiency and improve admin- 
istration. 

The penalty for willfully refusing to make any report to the Board 
that is required, or for making or causing to be made a false or fraudu- 
lent report, or for making or causing to be made a false or fraudulent 
statement or claim for the purpose of causing an award of benefits 
would be a fine of not more than $10,000, or imprisonment for not 
exceeding 1 year, or both (sec. 4 (b)). Under present provisions, the 
penalty that may be imposed for such an offense is a fine in the stated 
amount or imprisonment for the stated period, but both a fine and 
imprisonment may not be imposed. All fines and penalties imposed 
by a court pursuant to this provision would be paid to the court and 
remitted from time to time by order of the judge to the Treasury of 
the United States to be credited to the railroad retirement account. 

The Board would be authorized to place nine positions in its service 
within the so-called supergrades in the classified service. These would 
include 4 positions in grade GS-16, 4 positions in grade GS-17, and 
1 position in grade GS-18 of the general schedule established by the 
Classification Act of 1949 (sec. 3 (2)). This provision would be in 
accord with the present policies respecting the Federal service, and 
would enable the Board to compensate adequately individuals in 
important and key positions which are vital to its operations. As a 
consequence, the Board could obtain and retain employees in these 
positions which might not otherwise be possible. 


EFFECTIVE DATES OF AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


The amendments in the bill with respect to the computation and 
payment of annuities would be effective with respect to annuities 
awarded on or after the date on which the bill is enacted. 

The amendments to add a new basis for acquiring a ‘‘completely”’ 
and a “partially”? insured status would be effective with respect to 
deaths occurring on or after the date on which the bill is enacted, and 
with respect to deaths occurring earlier if no survivor of the deceased 
employee became entitled, before such date, to monthly benefits under 
the Social Security Act because of such death. 

The amendments to authorize the Board, instead of the Secretary of 
Health, Education, and Welfare, to make determinations of “periods 
of disability’? within the meaning of section 216 (i) of the Social 
Security Act with respect to individuals with ten or more years of 
creditable service covered by the Railroad Retirement Act would be 
effective with respect to determinations of such periods made on or 
after the date the bill is enacted. 

The amendments to make changes with regard to beneficiaries of 
accrued but unpaid annuities and of lump-sum benefits would be 
effective with respect to deaths occurring after the month in which 
the bill is enacted. 

The amendments with respect to determining the maximum amount 
of annuities in survivor cases, eliminating certain deductions in 
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survivor annuities, and specifying the manner of crediting social 
security wages in computing survivor benefits under the Railroad 
Retirement Act would effective for annuities accruing for months 
after the month in which the bill is enacted. 

The amendment crediting to the Railroad Retirement Account 
amounts collected as fines or penalties pursuant to the Railroad Re- 
tirement Act would be effective with respect to fines and penalties 
imposed on and after the date on which the bill is enacted. 

he amendment to authorize imposing a penalty of both a fine 
and imprisonment instead of just one or the other for violating certain 
provisions of the Railroad Retirement Act would be effeetive with 
respect to offenses committed on or after the date the bill is enacted. 

All other amendments in the bill to the Railroad Retirement Act 
would be effective on the date the bill is enacted. 


THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Remuneration for a working day which includes a part of each of 
2 consecutive calendar days would be deemed to have been earned 
on the first day, instead of the second as at present, and an employee 
engaged in such work would be deemed by reason thereof not available 
for work on the second of such calendar days, instead of the first as at 
present (sec. 201 (a) (1)). This would conform the Railroad Unem- 
ployment Insurance Act in this respect to the practices of the industry 
and so would avoid difficulties and delays in obtaining information 
and deciding claims. 

An employee who receives not more than $3 a day for part-time or 
“subsidiary’’ work would be permitted to receive unemployment or 
sickness benefits for that day if otherwise qualified (sec. 201 (a) (2)). 
Under the present law he may not receive such benefits for a day in 
which he receives more than $1 for part-time work. 

The railroad unemployment insurance administration fund, which 
is not now included in the ‘‘unemployment trust fund,’ would be so 
included (secs. 201 (b), 204, and 205). 

The disqualification as a day of sickness or unemployment with 
respect to an employee applicable to any day for which he receives 
social-insurance payments under the law of any state or of the United 
States would be changed to include such payments under any law 
(sec. 202). This would have the effect of removing a discrimination 
in favor of employees in Canada and other foreign countries, by pro- 
viding a disqualification for days with respect to which they receive 
social-insurance payments under Canadian or other foreign law similar 
to the present disqualification now applicable to employees in the 
ee States receiving benefits under Federal or State social-insurance 
aws. 

The Secretary of the Treasury would be required to include in the 
“anemployment trust fund” amounts deposited by the Board to the 
credit of the railroad unemployment insurance administration fund 
(sec. 204 (a)) and he would be required also to maintain a separate 
account for such fund and credit it witb a proportionate part of 
earnings of the unemployment trust fund (sec. 204 (b.)) The Secre- 
tary would also be required to pay out of the railroad unemployment 
insurance administration fund such amounts as the Board may duly 
certify for the payment of administrative expenses (sec. 204 (c)). 
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Under present provisions the railroad unemployment insurance 
administration tund is not included as a part of the trust fund and no 
interest is credited to the railroad unemployment insurance adminis- 
tration fund, as would be the case under the bill’s provisions. (These 

rovisions of the bill are amendatory of provisions of the Social 
Security Act because ot the establishment of the “railroad unem- 
ployment insurance account” in the “unemployment trust fund” by 
amendments to the Social Security Act in the original Railroad Un- 
employment Insurance Act.) 

A provision of existing law for employing persons to administer the 
act and prescribing their remuneration in accordance with the civil 
service laws and the Classification Act of 1923, and for fixing the salary 
of the Director of Unemployment Insurance at $10,000 per annum 
would be changed so that the civil service laws and the Classification 
Act of 1949 would govern employment and remuneration of all per- 
sons including the Director (sec. 206). The effect of this is merely to 
eliminate provisions rendered obsolete by other legislation and to 
make the provision accord with such other legislation. 


EFFECTIVE DATES OF AMENDMENTS TO THE RAILROAD UNEMPLOYMENT 
INSURANCE ACT 


The amendments to the Railroad Unemployment Insurance Act to 
change the basis of registration in connection with a day’s work carry- 
ing through from 1 day to the next would be effective with respect 
to registration periods in benefit years after the benefit year ending 
on June 30, 1957. 

The amendments to the Railroad Unemployment Insurance Act to 
remove the present discrimination in favor of individuals outside the 
United States in the payment of unemployment and sickness benefits 
would be effective with respect to days in benefit years after the benefit 
year ending on June 30, 1957. 

All other amendments to the Railroad U nemployment Insurance 
Act would be effective, except as otherwise indicated therein, on the 
date the bill is enacted. 

As stated in the beginning, all the members of the Board concur in 
the conviction that the bill would not increase significantly the cost 
of benefits under either the Railroad Retirement Act or the Railroad 
Unemployment Insurance Act, and that it would, on the other hand, 
greatly facilitate and improve the administration of both acts to enable 
the Board to serve better the beneficiaries of the systems with a 
savings in administrative costs. Therefore, the Board recommends 
that the bill be reported favorably. 

The Board understands that the representatives of railway labor and 
of railway management are in favor of the enactment of the bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Howarp W. HaBperRMEYER, 
Chairman. 
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DeparRTMENT oF Heattu, EpucaTion, AND WELFARE, 
Washington, July 25, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washiwgton, D. C. 

Dear Mr. CuartrmMan: This letter is in response to your request 
of May 6, 1957, for a report on H. R. 7166, a bill to amend the Railroad 
Retirement Act of 1937 and the Railroad Unemployment Insurance 
Act. 

H. R. 7166 would make several technical and administrative amend- 
ments to the Railroad Retirement and Railroad Unemployment 
Insurance Acts. One amendment would in:effect amend the old-age 
and survivors insurance provisions of the Social Security Act to 
authorize the Railroad Retirement Board to make so-called disability 
freeze determinations under section 216 (i) of the old-age and survivors 
insurance provisions of the Social Security Act in the case of any 
individual who has had 10 years of railroad service, whether or not 
the individual had a current connection with the railroad industry 
when the disability began, and apparently even when the individual 
also has an equal or greater record of old-age and survivors insurance 
employment. This Department opposes this amendment, for reasons 
which are explained below. 

It is apparently intended that the determinations which the Rail- 
road Retirement Board would be authorized to make under H. R. 7166 
would be binding both on the applicant and on this department, not 
only in the computation of the so-called social security minimum for 
purposes of a railroad retirement annuity, but also for the purpose 
of determining the rights of the individual and his dependents and 
survivors to old-age and survivors insurance benefits. The Board’s 
detérmination, moreover, would be binding On'this Department for 
the purpose of the financial interchange provisions of section 5 (k) (2) 
of the Railroad Retirement Act. 

We believe that these provisions of the bill would be incompatible 
with the responsibility of this Department for the conduct of the 
old-age and survivors insurance program, would tend to confuse the 
public, and could, in their present form, result in unequal and dis- 
criminatory treatment in the application of the old-age and survivors 
insurance disability freeze provisions. 

As you know, the old-age and survivors insurance disability freeze 
provisions were included in the Social Security Amendments of 1954. 
They are designed to protect the old-age and survivors insurance 
rights of individuals who, because of physical or mental disability, 
are no longer able to engage in any substantial gainful activity and 
who might thus, in the absence of the freeze, suffer a loss or impairment 
of those rights. Because credits earned in railroad employment are 
in certain types of cases transferred to the old-age and survivors 
insurance program upon the worker’s death or retirement and credited 
toward benefits under this program, the Social Security Amendments 
of 1954 provided that railroad employment would in all cases count 
toward meeting the qualifying requirements for eligibility for a freeze 
of old-age and survivors insurance benefit rights. 

It is clear, therefore, that the old-age and survivors insurance 
disability freeze is an integral part of the old-age and survivors 
insurance system and inseparable from it. To designate a Federal 
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agency other than the one responsible for the program to make such 
determinations for this program in its own right and with conclusive 
effect would, in our judgment, not be in consonance with sound 
principles of administration and program accountability. 

Nor is this objection merely theoretical. Under this bill, the Board 
would make old-age and survivors insurance freeze determinations for 
individuals with 10 years of railroad employment even where it is 
clear that an old-age and survivors insurance benefit will in all likeli- 
hood be payable by this Department directly to the beneficiary—for 
example, where the individual is “fully insured” under old-age and 
survivors insurance or not ‘“‘completely insured” within the meaning of 
the Railroad Retirement Act. It would not be easy to make a 
claimant in such a case understand why a key element in his case is 
adjudicated by the Railroad Retirement Board and why, if he is 
dissatisfied with the decision, he has no resort to this Department 
which is responsible for the administration of the old-age and survivors 
insurance program. 

To be sure, old-age and survivors insurance freeze determinations 
made by us are also used in determining the amount of the so-called 
social-security minimum for a railroad annuity under section 3 (e) of 
the Railroad Retirement Act. This incidental use of old-age and 
survivors insurance benefit criteria and concepts is defining the 
minimum level of certain railroad annuities, however, cannot justify 
a proposal to have the Board make such determinations in its own 
right for ‘‘all purposes of the Social Security Act,” as the bill puts it, 
or for purposes of the financial interchange any more than the Board’s 
determination of other elements of the social-security minimum could 
properly govern our adjudications under the old-age and survivors 
insurance system. Ifthe Railroad Retirement Board’s determinations 
were governing for purposes of the financial interchange, this Depart- 
ment would have no voice in determining the amounts which would 
be payable to the Railroad Retirement Account from the old-age and 
survivors insurance trust fund based on a disability freeze, even 
though the determination in question involves a basic provision of 
the old-sge and survivors insurance law. 

Moreover, since under this bill the Railroad Retirement Board (in 
making disability freeze determinations under sec. 216 (i) of the Social 
Security Act), would not be acting as the agent of this Department, 
it probably would not be bound by the regulations and standards 
established by this Department under section 216 (i) but could estab- 
lish and follow its own regulations and standards. Misunderstanding 
on the part of the public would also be created by the provision that 
judicial review, though related to an old-age and survivors insurance 
matter, would be under the Railroad Retirement Act. It would seem 
to be most important, and in accordance with the elementary prin- 
ciple of equal application of the law to all, that all freeze determinations 
under section 216 (i) be made on a uniform basis under identical stand- 
ards. To permit different standards to be applied would be discrim- 
inatory as between career railroad employees and all other persons 
who apply for disability freeze determinations. 

The bill would “deem” an application for a railroad disability 
annuity—whether for an annuity based on total disability or on 
“occupational” disability—to be also a request for an old-age and 
survivors insurance freeze. We recognize that in certain cases (where 
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an individual applies to the Railroad Retirement Board for a dis- 
ability annuity under that act) it would be of advantage both to the 
applicant and to the two programs to permit him to combine with 
that application a request for a disability determination under the 
old-age and survivors insurance program. However, this should be 
done in such a way as to assure that all old-age and survivors insurance 
freeze determinations would be made on a uniform basis under iden- 
tical standards. One acceptable approach would be for the Railroad 
Retirement Board to make the old-age and survivors insurance dis- 
ability determination in behalf of this Department under the same 
basic provisions that apply to the disability freeze determinations 
made by State agencies. If this approach were adopted, the Railroad 
Retirement Board, in making disability determinations for the pur- 
poses of section 216 (i) of the Social Security Act, would be acting as 
the agent of this Department, and the claimant, if dissatisfied with 
the determination, would have the same rights of administrative 
hearing and judicial review as in the case of disability determinations 
made by State agencies or by this Department. 

Another disability freeze provision of the bill about which we have 
major reservations is one relating to section 222 of the Social Security 
Act. This section of the Social Security Act declares it to be the policy 
of the Congress that disabled individuals applying for a determination 
of disability for old-age and survivors insurance purposes should be 
promptly referred to the appropriate State agency for necessary 
vocational rehabilitation services. However, the bill. ecifies that a 
determination of disability by the Railroad Retirement Board shall be 
deemed to meet the conditions of section 222 of the Social Security 
Act. In practice, the likely result of this provision of the bill would be 
that individuals for whom the Railroad Retirement Board made a 
disability freeze determination would not be referred for nec 
vocational rehabilitation services. To the extent that this result 
occurred the stated congressional policy would be defeated. 

Another provision of H. R. 7166, unrelated to the disability freeze 
provisions of the bill, would have a direct effect on old-age and 
survivors insurance by providing that an individual would be insured 
for survivor benefit purposes under the railroad retirement program 
if he would be insured under the old-age and survivors insurance 
program deeming his railroad service after 1936 to be social security 
employment. This would result.in the payment under the railroad 
retirement program of certain survivor benefits which under present 
law are payable under the old-age and survivors insurance program. 
(As you know, the railroad retirement and old-age and survivors 
insurance programs are so coordinated that the qualified survivors 
of a worker with credits under both programs receive benefits under 
one program or the other based on combined credits.) The apparent 
objective of this proposed amendment is to take account of the 
changes in the old-age and survivors insurance definitions of insured 
status which were made in connection with the various extensions 
of old-age and survivors insurance coverage made in 1950 and sub- 
tee A This Department would not object to this provision of 

. R. 7166. 

The other amendments to the Railroad Retirement and Railroad 
Unemployment Insurance Acts which would be made by H. R. 
7166—that is, amendments other than that just mentioned and those 
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related to the disability freeze—are of a technical and administrative 
nature. While we do not have a full understanding of the background 
and purpose of some of these amendments, we have not found features 
which we believe to be objectionable. We assume that the Railroad 
Retirement Board will furnish your committee with information con- 
cerning the detailed purpose of each of the provisions. As you know, 
the Railroad Retirement Board has indicated that the bill would not 
add significantly to the cost of the railroad retirement and uneraploy- 
ment insurance systems, atid would result in a saving in administrative 
costs. 

For the above mentioned reasons we strongly recommend against 
enactment of the bill unless the disability freeze provisions are modified 
as suggested above or are deleted from the bill. 

The Bureau of the Budget advises that it perceives no objection 
to the submission of this report to your committee, 

Sincerely yours, 
M. B. Fotsom, Secretary. 


TREASURY DEPARTMENT, 
Washington, D. C., August 20, 1957. 
Hon. Oren Harris, 
Chairman, Commiittee on: Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reference to your request for 
the Department’s views on H. R. 7166 to amend the Railroad Retire- 
ment Act of 1937 and the Railroad Unemployment Insurance Act. 

H. R. 7166 is intended to facilitate and improve the administration 
of the Railroui Retirement Act and the Railroad Unemployment 
Insurance Act by effecting changes developed in light of the experience 
of the Railroad Retirement Board. This Department is concerned 
primarily with sections 201 (b), 204, and 205 of the bill which would 
provide for including the railroad unemployment insurance adminis- 
trative fund in the unemployment trust fund. At the present time the 
unemployment trust fund is administered by the Treasury Department 
and the railroad unemployment insurance administrative fund is 
administered by the Railroad Retirement Board. If enacted in its 
present form, H. R. 7166 would result in the Railroad Retirement 
Board certifying vouchers against an account administered by the 
Treasury Department, This divided responsibility would not accord 
with sound administrative practice. 

In the Department’s view, the objective of the proposed legislation 
would be better achieved if section 204 (c) were amended to provide 
the Railroad Retirement Board with an account from which its 
administrative expenses could be paid. This could be accomplished 
by an amendment as follows: 

Section 204 (c) section 904 (f) of the Social Security Act is amended 
by striking out all that follows the first sentence and by inserting the 
following: 

“The Secretary of the Treasury is authorized and directed to make 
such payments as the Railroad Retirement Board may duly certify 
out of the fund from the railroad unemployment insurance account 
for the payment of benefits and refunds and out of the railroad unem- 
ployment insurance administration fund for the payment of adminis- 
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trative expenses, such payments, not exceeding the amount standing 
to the credit of such account or such fund, as the case may be, at the 
time of such payment; to be made to separate expenditure accounts 
on the books of the Treasury to be administered by the Railroad 
Retirement Board for such purposes.” 

Subject to the proposed amendment, the Department would have 
no objection to the enactment of H. R. 7166. The Department, 
however, is not commenting on other aspects of the bill, which: are 
related to the programs of the Department of Health, Education, and 
Welfare. 

The Director, Bureau of the Budget, has advised the Treasury 
Department that there is no objection to the presentation of this 
report. 

Sincerely yours, 
Dan Turoop Sirs, 
Deputy to the Secretary. 





Civiu Service Comission, 
Washington, D. C., July 26, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Inierstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. Harris: This is m further reply to your inquiry of 
May 7, 1957, as to the Commission’s views on H. R. 7166, a bill to 
amend the Railroad Retirement Act of 1937 and the Railroad Unem- 
ployment Insurance Act. 

H. R. 7166 proposes a number of changes in the Railroad Retire- 
ment Act of 1937 and the Railroad Unemployment Insurance Act, 
two of which relate to subjects of concern to the Commission: 

1. Seetion 3, page 11, would amend the Railroad Retirement Act 
to permit the payment of the expenses, tuition, and salary of Board 
employees designated by the Board to attend training courses con- 
ducted by Government or non-Government institutions, not to exceed 
240 class hours in any 1 calendar year for any 1 employee. Section 
205 (b), page 16, would: make the railroad unemployment insurance 
administration fund, as well as moneys appropriated to the Board, 
available for such training. 

2. Section 3, page 12, amends the Railroad Retirement Act by 
authorizing the Board to place 4 positions in GS-16, 4 positions in 
GS-17, and 1 position in GS-18. 

The Civil Service Commission recognizes the need for legislation 
authorizing the training of employees of the Railroad Retirement 
Board in facilities outside the Department. Because the need is 
governmentwide, we believe that general legislation, such as that 
proposed in S. 385, is much more preferable than special authority 
granted to separate agencies. If early and favorable action is not 
taken on general legislation, we would recommend congressional ap- 
proval of the training authority proposed in H. R. 7166 for the Rail- 
road Retirement Board. 

Insofar as the authority for supergrade positions is concerned, the 
Commission believes that, whenever legislation authorities additional 
positions in grades GS-16, GS-17, and GS-18, such positions should 
be classified according to the standards and procedures of the Classi- 
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fication Act. We believe that this is important to secure uniformity 
of action and equity at these key levels. Accordingly, we suggest that 
section 3 (2) of H. R. 7166 be amended to include such a provision: 
“For purposes of its administration of this Act or the Railroad 
Unemployment Insurance Act, or both, the Board may hereafter place, 
subject to the standards and procedures prescribed by section 505 of the 
Classification Act of 1949, as amended, four positions in grade GS-16, 
four positions in grade GS-17, and one position in grade GS-18 of the 
General Schedule established by that Act. Such positions shall be 
in addition to the number of positions authorized to be placed in such 
grades by section 505 of the Classification Act.” [Recommended 
amendment italicized.| 
es this amendment, the Commission has no objection to section 
3 (2). 
The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 
By direction of the Commission: 
Sincerely yours, 
Harris Exvitswortnu, Chairman. 





Executive OFFICE OF THE PRESIDENT, 
Bureau oF THE BupGet, 
Washington, D. C., July 31, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
Howse of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
May 6, 1957, requesting the views of the Bureau of the Budget with 
respect to H. R. 7166, a bill to amend the Railroad Retirement Act of 
1937 and the Railroad Unemployment Insurance Act. 

The bill contains various technical amendments designed to facili- 
tate and improve the administration of these acts. The Railroad 
Retirement Board is of the opinion that benefit costs would not be 
increased by any significant amount and administrative costs would be 
decreased. Accordingly, while we have no objection to these technical 
amendments, the Bureau of the Budget desires to bring to your 
attention its views on several substantive provisions which are included 
in this bill. 

The railroad unemployment insurance administration fund which 
is not now included in the ‘“‘unemployment trust fund’”’ would be so 
included by the amendments. It is our view that this would create 
additional accounting operations for the Treasury Department with- 
out discernible advantages and would require the payment of interest 
on these administrative funds. Under present law, at the end of each 
year, funds in excess of $6 million in the administration fund are 
transferred to the unemployment trust fund and thereafter draw 
interest. This is in line with the practice relating to other trust fund 
administration accounts and it is our view that no reason exists for 
according an exception in this instance. However, your committee 
may wish to consider, as an alternative, a lesser sum than $6 million 
which would be used as the transfer point. 

Another amendment would authorize the Railroad Retirement 
Board to make ‘‘disability freeze’ determinations under the provisions 
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of the Social Security Act for individuals with 10 or more years of 
railroad service, including those without current connection with the 
industry. Determinations where service is less than 10 years would 
be made by the Department of Health, Education, and Welfare. It 
is the Bureau of the Budget view that such a provision may result in 
different standards of determination for career railroad employees as 
against other employees. Attention is also directed to the fact that 
benefit payments based upon the disability freeze, whether under the 
railroad or old-age and survivors insurance programs, will be borne 
by the social security trust fund. Accordingly, it is our belief that 
such determinations should be subject to a review by the Department 
of Health, Education, and Welfare. It also should be noted that, 
although present provisions require individuals applying for dis- 
ability determinations be referred to State agencies for vocational 
rehabilitation, this bill would exempt individuals from such require- 
ment when determination was made by the Railroad Retirement 
Board. These provisions relating todisability freeze determinations 
contain important ramifications upon the social security program. 
In his letter to your committee concerning this bill, the Secretary of 
Health, Education, and Welfare has raised several serious objections 
to the proposed amendments to the disability freeze provisions of the 
Social Security Act. The Bureau of the Budget believes that these 
objections have merit, and concurs with the Secretary in recommend- 
ing objections have merit, and concurs with the Secretary in recom- 
mending strongly against the enactment of these provisions without 
modification. 

While there is no objection to the provision of “supergrades,”’ it is 
suggested that a standard provision be used, viz. 

“For purposes of its administration of this Act or the Railroad 
Unemployment Insurance Act, or both, the Board may hereafter 
place, subject to the standards and procedures prescribed by section 
505 of the Classification Act of 1949, as amended, four positions in 
grade GS-16, four positions in grade GS-17, and one ition in 
grade GS-18 of the General Schedule established by that Act. Such 
positions shall be in addition to the number of positions authorized 
to be placed in such grades by section 505 of the Classification Act.” 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 





Executive Orrice oF THE PRESIDENT, 
BurRBAvU OF THE BupGet, 
Washington, D. C., August 14, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuatrrMan: On July 31, 1957, this office reported on 
H. R. 7166, a bill to amend the Railroad Retirement Act of 1937 and 
the Railroad Unemployment Insurance Act. 

In the third paragraph of our report we commented on provisions 
of the bill whith by including the railroad unemployment insurance 
administrative fund in the “unemployment trust fund,” would have 
resulted in the payment of interest on these administrative funds. 
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Because in a similar situation with respect to administrative funds in 
the Department of Labor, also financed by the “unemployment trust 
fund;’”’ no interest would be paid, we indicated that “it is our viewthat 
no reason exists for according an exception” to the railroad account. 

However, we have since been advised by Treasury that the proce- 
dure with respect to the Department of Labor has been changed and 
and that it will be possible for these funds to draw interest until they 
are set aside and used for administrative expenses of the Department 
of Labor. Thus this part of H. R. 7166 would provide similar treat- 
ment to the railroad account. Accordingly, we request the third 
paragraph in our report be considered as amended to interpose no 
objection to the provisions of the bill which make this change affecting 
the railroad unemployment insurance administrative fund. 

Sincerely yours, 
Rosert E. Merriam, Assistant Director. 





DEPARTMENT OF HeattH, EpucatTion, AND WELFARE, 
SoctaL Security ADMINISTRATION, 
August 1, 1958. 
Hon. Oran Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is to inform you that the Railroad 
Retirement Board and this Department have reached an agreement 
on a legislative question pending before your committee. 

The question involves a provision in H. R. 7166, a bill which would 
make several technical and administrative amendments to the Railroad 
Retirement and Railroad Unemployment Insurance Acts. The provi- 
sion in question would give the Railroad Retirement Board authority 
to make disability freeze determinations under the old-age, survivors, 
and disability insurance program for workers with 10 or more years 
of railroad employment. You will recall that the Secretary, in his 
report to your committee on this bill, dated July 25, 1957, expressed 
concern about the effect this provision might have on the old-age, 
survivors, and disability insurance program, and recommended against 
the enactment of the bill unless the disability freeze provisions were 
deleted, or modified as suggested in the report. 

The Railroad Retirement Board has now agreed to one of the two 
alternative approaches suggested in our report on H. R. 7166. Under 
the approach agreed upon, the Board would make freeze determina- 
tions conclusive for the purposes of determining benefit payments 
under the railroad retirement program, while this Department would 
continue to make disability freeze determinations for all old-age, sur- 
vivors, and disability insurance purposes, and for purposes of the 
financial interchange provisions. 

If the disability freeze provisions of H. R. 7166 are modified so as 
to put this proposal into effect, this Department would have no objec- 
tions to the enactment of H. R. 7166. The two agencies will develop 
legislative language to amend H. R. 7166 to put the proposal into 
effect, and the Railroad Retirement Board will submit this language 
to your committee. 

Sincerely yours, 
Cuares I. ScHOTTLAND, 
Commissioner. 
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RarLRoaD RETIREMENT Boarp, 
Chicago, Ill., July 30, 1958. 
Hon. Oren Harpis, ' 
Chairman, Committee on Interstate and‘ Foreign Commerce, 
House Office Building, Washington, D.C. 

Dear Mr. Harris: On July 24, 1958, my colleagues on the Railroad 
Retirement Board, Mr. Horace W. Harper, representing railroad 
labor, and Mr. Thomas M. Healy, representing railroad management, 
and I met with the Honorable Elliot L. Richardson, Assistant Secre- 
tary for Legislation, Department of Health; Education; and Welfare, 
and Mr. Charles I. Schottland, Commissioner, Secial Security Admin- 
istration, and, with individuals on the staffs of our respective organ- 
izations, discussed the “disability freeze’’ provisions of the bill H. R. 
7166, to which the Department had objected. I am pleased to report 
that this discussion resulted in a compromise between the Department 
and our agency with respect to this provision, and it is our under- 
standing that, if H. R. 7166 is amended to reflect.such compromise 
the Department will interpose no objection to the passage of the bill. 

Representatives of our respective organizations are working together 
on the detailed amendments to H. R. 7166 necessary to carry out 
our agteement and we hope to be in a position to forward the same to 
you im the next day or two. 

A letter to the foregoing effect is also being sent to the Honorable 
Wayne Morse, chairman, Subcommittee on Railroad Retirement, 
Committee on Labor and Public Welfare, United States Senate, with 
respect to S. 2020, the Senate bill identical to H. R. 7166. 

Sincerely yours, 
Howarp W. HaBERMEYER, 
Chairman. 





Rattroap RETIREMENT Boarp, 
Chicago, Tlt., Auqust 1, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Con merce, 
House of Representatives, Washington, D- C. 

Dear Mr. Harris: No doubt you have received by now a letter 
from the Department of Health, Education, and Welfare informing 
you that differences between the Department and the Board with 
regard to the provisions of the bill H. R. 7166 for making ‘disability 
freeze’ determinations have been resolved. This resolution makes 
necessary certain changes in the bill-as introduced. A statement of 
those changes and others which were suggested to the Subcommittee 
on Railroad Retirement of the Senate Committee on Labor and 
Public Welfare in my oral testimony at the hearings before the sub- 
committee, or in correspondence connected* therewith, on S. 2020 
(the Senate measure identical to H. R. 7166) is attached. 

In view of the resolution of the differences mentioned, the sponsor- 
ship of the bill by both the Association of American Railroads and the 
Railway Labor Executives’ Association, and the improvement and 
simplification in the administration of the Railroad. Retirement and 
Railroad Unemployment Insurance Acts which the bill would produce, 
the Board would appreciate early consideration of H. R. 7166 with 
the amendments suggested in the attachment. 

Sincerely yours, 
Howarp W. HapermMeyrer, Chairman. 
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SuGGEsSTED AMENDMENTs TO H. R. 7166 


Page 2, lines 1 and 2, strike out ‘‘and all purposes of title IT of the 
Social Security Act”; lines 19 and 20, strike out in their entirety; 
line 21, strike out “further”. 

Page 3, line 3, change 1957” to “1958”; strike out ‘“‘And provided” 
and substitute therefor: “Provided’’. Lines 11 through 19, strike out 
the entire sentence beginning with ‘For purposes of’ and ending with 
“this paragraph”, and substitute therefor: “An application filed with 
the Board pursuant to this paragraph shall be deemed filed as of the 
same date also with the Secretary of Health, Education, and Welfare 
for the purpose of determining a ‘period of disability’ under section 
216 (i) of the Social Security Act.” 

Page 7, line 10, strike out “after” and substitute “beginning with’’. 

Page 9, strike out lines 7 through 12 and redesignate subsection 
““(f)”’ as ‘“(e)” in line 13. 

Page 10, lines 1 to 4, strike out the language beginning with ‘where 
such determination” and ending with “Social Security Act’’; line 5, 
Sars i a to ‘‘(f)’’; line 12, change ‘‘(h)”’ to “(g)’’; line 19, change 
“(j ” to y?: 

Page 11, line 3, change “‘(j)’’ to “‘(i)’’; line 23, strike out the dash; 
line 24, strike out the entire line. 

Page 12, strike out all of lines 1 through 7 and ‘(2)’ in line 8. 

Page 16, line 6, strike out “(a)” where it first appears; lines 15 
through 21, strike out all material. 

Page 17, lines 5 and 8, change ‘‘1957”’ to “11958”. 

After section 207 (c), add the following: “Part I[I—Amendments 
to the Social Security Act. 

“Sec. 301. Section 202 (t) of the Social Security Act is amended 
by changing the period at the end of paragraph (4) thereof to a 
comma and inserting thereafter the word ‘or’ and the following: 

‘(E) the individual on whose employment such benefit is 
based had been in service covered by the Railroad Retirement 
Act which was treated as employment covered by this Act pur- 
suant to the provisions of section 5 (k) (1) of the Railroad 
Retirement Act.’ 

“Sec. 302. The amendments made by section 301 of this Act 
shall apply with respect to monthly benefits under section 202 of the 
Social Security Act for months after December 1956, and with 
respect to lump-sum death payments under such section 202 in the 
case of deaths occurring after December 1956.” 





RAILROAD RETIREMENT Boarp, 
Chicago, Ill., August 5, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C 

Dear Mr. Harris: Please refer to my letter to you of August 1, 
1958, concerning the resolution of the difference between the Depart- 
ment of Health, Education, and Welfare and the Board with regard 
to the provisions of the bill H. R. 7166, for making “disability freeze’’ 
determinations. This resolution made necessary certain changes in 
the bill, which changes were set out in a statement attached to my 





TECHNICAL AMENDMENTS TO RAILROAD RETIREMENT ACT 53 


said letter. In this connection we find that the following additional 
changes are required: 

Page 13, in line 4, substitute ‘‘(i)’”’ for “‘(j)’’; in line 7, substitute 
‘“‘(e)”’ for ‘‘(h)’”’; in line 8, substitute “‘(h)” for ‘(i)’’; in line 15, sub- 
stitute “section 1 (b)” for “‘sections 1 (b) and 2 (e)’’; in line 24, sub- 
stitute ‘‘(f)” for “(g)”’. 

Page 14, in line 3, substitute “(e)” for “(f)’”’. 

Sincerely yours, 
Howarp W. Hasermeyer, Chairman. 





DeparTMENT oF Heattu, Epucation, AND WELFARF, 
SoctaL Security ADMINISTRATION, 
Washington, D. C., August 1, 1958. 
Mr. Maurice H. Srans, 
Director, Bureau of the Budget, 
Washington, D. C 

Dear Mr. Srans: This Department has received word from the 
Railroad Retirement Board that the Board bas agreed to a com- 
promise proposal on the handling of social security disability freeze 
determinations for workers with 10 or more years of railroad service. 
This agreement followed the July 24 meeting of the representative of 
your Bureau with representatives of this Department and with the 
members of the Railroad Retirement Board. 

The proposal agreed to was an alternative to the railroad proposal 
that the Board be given authority to make social security disability 
freeze determinations, binding on this Department, for workers with 
10 or more years of railroad service. The proposal agreed on was 
suggested by this Department as a possible compromise approach if 
agreement could not be reached on an alternative approach which 
the Department considered somewhat more desirable. Under the 
compromise proposal agreed to the Board would make freeze deter- 
minations conclusive only for the purposes of determining benefit 
payments under the railroad retirement program, while this Depart- 
ment would continue to make disability freeze determinations for all 
old-age, survivors, and disability insurance benefit purposes, and for 
purposes of the financial interchange provisions. 

We are also sending letters to the congressional committees handling 
the legislation which would have given the Railroad Retirement 
Board authority to make freeze determinations binding on this De- 
partment. As you know, H. R. 7166 is pending in the House Inter- 
state and Foreign Commerce Committee, and S. 2020 is in Subcom- 
mittee on Railroad Retirement of the Senate Labor and Public 
Welfare Committee. In the letters we are sending to the chairmen 
of these 2 committees, we are letting them know of the agreement 
with the Railroad Retirement Board, and telling them that the 2 
agencies will develop legislative language to amend H. R. 7166 and 
S. 2020 to put the proposal into effect, and that the Railroad Retire- 
ment Board will submit this language to the committees handling 
this legislation. 

Sincerely yours, 
CuHartEs I. ScnorrLtanp, Commissioner. 


O 








85TH CONGRESS } HOUSE OF REPRESENTATIVES REPorT 
2d Session No. 2642 


“trOSITED BY THE 
UNITED STATES OF AMERICA 


AMENDING THE NATIONAL SCIENCE FOUNDATION ACT 
OF 1950 


Aucust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Harris, from the Committee on Interstate and Foreign Com- 


merce, submitted the following UNI. ERS..Y 
OF MICHIGAN 


REPORT SEP 2 1573 


[To accompany H. R, 11257] MAIN 
READING ROOM 

The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 11257) to amend the National Science Founda- 
tion Act of 1950, as amended, and for other purposes, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as arrended do pass. 

The amendments are as follows: 

Page 1, line 3, insert ‘‘(a)” immediately after “That’’. 

Page 2, immediately after line 14, insert the following: 


(b) Notwithstanding the provisions of section 4 (e) of the 
National Science Foundation Act of 1950, as amended, an 
election of a Chairman and Vice Chairman of the National 
Science Board shall take place at the annual meeting which 
occurs in May 1959; and the terms of office of the Chairman 
and Vice Chairman of the National Science Board who are 
in office on the date of enactment of this Act shall terminate 
on the election of a Chairman and Vice Chairman of the 
National Science Board at such annual meeting. 


Page 3, strike out lines 3 and 4 and insert the following: 
from the Board or the Executive Committee to the Director.”’ 


Page 3, line 19, strike out “number;’ and insert in lieu thereof 
‘“‘number;’.”’. 


Page 3, beginning with line 20, strike out all through line 23, page 9. 


20006 
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PURPOSE OF LEGISLATION 


The principal purpose of the bill, as amended, is to promote greater 
efficiency in the operation of the National Science Foundation by 
authorizing the National Science Board to delegate specific authority 
to its Executive Committee and to the Director to approve grants or 
contracts between meetings of the Board. The present prohibition 
against such delegation necessitates the convening of the 24-man 
Board, which is costly and time-consuming. This has created difficult 
problems in several instances as, for example, in connection with 
grants for supplies for the scientific expedition to Antarctica in con- 
nection with the International Geophysical Year where time was of 
the essence. Under the proposed change, the Board could delegate 
specific authority to its Executive Committee or to the Director to 
approve grants or contracts between meetings of the Board in certain 
situations. The Board, of course, would still retain complete power 
to grant such authority as it sees fit. 

In addition, the bill, as amended, changes the annual meeting date 
of the Board from December to May, and makes certain necessary 
provisions to facilitate the transition to the new date. 

This legislation was urgently requested by the National Science 
Foundation to facilitate its operations. It has the approval of the 
Bureau of the Budget. 

AGENCY REPORTS 


Executive OrricE OF THE PRESIDENT, 
BurREAU OF THE BupGeEt, 
Washington, D. C., April 21, 1958. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
House Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
March 13, 1958, requesting the views of the Bureau of the Budget 
on H. R. 11257, to amend the National Science Foundation Act of 
1950, as amended, and for other purposes. 

This bill incorporates amendments of the National Science Founda- 
tion Act proposed by the Foundation in a letter to the Speaker of the 
House dated February 10, 1958. It is believed that the changes in 
basic legislation proposed, involving chiefly technical amendments, 
will facilitate the work of the Foundation in promoting basic research 
and other activities related to this mission. Accordingly, the Bureau 
of the Budget would have no objection to enactment of H. R. 11257. 

Sincerely yours, 
Puiu S. Hueuss, 
Acting Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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NATIONAL ScrENCcE Founpation Act oF 1950, as AMENDED 


AN ACT To promote the progress of science; to advance the national health, 
prosperity, and welfare; to secure the national defense; and for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That this Act may be cited as 

the “National Science Foundation Act of 1950’’. 


ESTABLISHMENT OF NATIONAL SCIENCE FOUNDATION 


Sec. 2. There is hereby established in the executive branch of the 
Government an independent agency to be known as the National 
Science Foundation (hereinafter referred to as the ‘“Foundation’’). 
The Foundation shall consist of a National Science Board (herein- 
after referred to as the ‘‘Board’’) and a Direetor. 


FUNCTIONS OF THE FOUNDATION 





Sec. 3. (a) The foundation is authorized and directed 
(1) to develop and encourage the pursuit of a national policy 
for the promotion of basic research and education in the sciences; 

(2) to initiate and support basic scientific research in the 
mathematical, physical, medical, biological, engineering, and other 
sciences, by making contracts or other arrangements (including 
grants, loans, and other forms of assistance) for the conduct of 
such basic scientific research and to appraise the impact of research 
upon industrial development and upon the general welfare; 

(3) at the request of the Secretary of Defense, to initiate and 
support specific scientific research activities in connection with 
matters relating to the national defense by making contracts or 
other arrangements (including grants, loans, and other forms of 
assistance) for the conduct of such scientific research ; 

(4) to award, as provided in section 10, scholarships and grad- 
uate fellowships in the mathematical, physicial, medicial, biologi- 
cal, engineering, and other sciences; 

(5) to foster the interchange of scientific information among 
scientists in the United States and foreign countries; 

(6) to evaluate scientific research programs undertaken by 
agencies of the Federal Government, and to correlate the Foun- 
dation’s scientific research programs with those undertaken by 
individuals and by public and private research groups; 

(7) to establish such special commissions as the Board may 
from time to time deem necessary for the purposes of this Act; 
and 

(8) to maintain a register of scientific and technical personnel 
and in other ways provide a central clearinghouse for information 
covering all scientific and technical personnel in the United States, 
including its Territories and possessions. 

(b) In exercising the authority and discharging the functions 
referred to in subsection (a) of this section, it shall be one of the 
objectives of the Foundation to strengthen basic research and education 
in the sciences, including independent research by individuals, 
throughout the United States, including its Territories and posses- 
sions, and to avoid undue concentration of such research and education. 
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(c) The Foundation shall render an annual report to the President 
for submission on or before the 15th day of January of each year to 
the Congress, summarizing the activities of the Foundation and mak- 
ing such recommendations as it may deem appropriate. Such report 
shall include (1) minority views and recommendations if any, of 
members of the Board, and (2) information as to the acquisition and 
disposition by the Foundation of any patents and patent rights. 


NATIONAL SCIENCE BOARD 


Sec. 4. (a) The Board shall consist of twenty-four members to be 
appointed by the President, by and with the advice and consent of the 
Senate, and of the Director ex officio, and shall, except as otherwise 
provided in this Act, exercise the authority granted to the Foundation 
by this Act. The persons nominated for appointment as members 
(1) shall be eminent in the fields of the basic sciences, medical science, 
engineering, agriculture, education, or public affairs; (2) shall be 
selected solely on the basis of established records of distinguished 
service; and (3) shall be so selected as to provide representation of 
the views of scientific leaders in all areas of the Nation. The President 
is requested, in the making of nominations of persons for appointment 
as members, to give due consideration to any recommendations for 
nomination which may be submitted to him by the National Academy 
of Sciences, the Association of Land Grant Colleges and Universities, 
the National Association of State Universities, the Association of 
American Colleges, or by other scientific or educational organizations. 

(b) The term of office of each voting member of the Board shall be 
six years, except that (1) any member appointed to fill a vacancy 
occurring prior to the expiration of the term for which his predecessor 
was appointed shall be appointed for the remainder of such term; 
and (2) the terms of office of the members first taking office after the 
date of enactment of this Act shall expire, as designated by the Presi- 
dent at the time of appointment, eight at the end of two years, eight 
at the end of four years, and eight at the end of six years, after the 
date of enactment of this Act. Any person who has been a member of 
the Board for twelve consecutive years shall thereafter be ineligible for 
appointment during the two-year period following the expiration of 
such twelfth year. 

(c) The President shall call the first meeting of the Board, at which 
the first order of business shall be the election of a chairman and a 
vice chairman. 

(d) The Board shall meet annually on [the first Monday in Decem- 
ber] a day during the last two weeks of May and at such other times as 
the Chairman may determine, but he shall also call a meeting when- 
ever one-third of the members so request in writing. A majority of 
the voting members of the Board shall constitute a quorum. Each 
member shall be given notice, by registered mail mailed to his [last- 
known] /ast known address of record not less than fifteen days prior 
to any meeting, of the call of such meeting. 

(e) The first Chairman and Vice Chairman of the Board shall be 
elected by the Board to serve until the first Monday in December 
next succeeding the date of election at which time a Chairman and 
Vice Chairman shall be elected for a term of two years. Thereafter 
such election shall take place at the second annual meeting occurring 
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[at the end of each such term] after each such election. The Vice 
Chairman shall perform the duties of the Chairman in his absence. 
In case a vacancy occurs in the chairmanship or vice chairmanship, 
the Board shall elect a member to fill such vacancy. 


DIRECTOR OF THE FOUNDATION 


Sec. 5. (a) There shall be a Director of the Foundation who shall be 
appointed by the President, by and with the advice and consent of the 
Senate. The Board may make recommendations to the President with 
respect to the appointment of the Director, and the Director shall not 
be appointed until the Board has had an opportunity to make such 
recommendations. He shall serve as a nonvoting ex officio member 
of the Board. In addition thereto he shall be the chief executive 
officer of the Foundation. The Director shall receive compensation 
at the rate of $15,000! per annum and shall serve for a term of six 
years unless sooner removed by the President. 

(b) In addition to the powers and duties specifically vested in him 
by this Act, the Director shall, in accordance with the policies estab- 
lished by the Board, exercise the powers granted by sections 10 and 
11 of this Act, together with such other powers and duties as may be 
delegated to him by the Board; but no final action shall be taken by 
the Director in the exercise of any power granted by section 10 or 
11 (c) unless in each instance the Board has reviewed and approved 
the action proposed to be taken, or such action is taken pursuant to the 


terms of a delegation of authority from the Board to the Director or to the 
Executive Committee. 


POWER TO CREATE COMMITTEES 


Sec. 6. (a) The Board is authorized to appoint from among its 
members an Executive Committee, and to assign to the Executive 
Committee such of the powers and functions granted to the Board 
by this Act as it deems appropriate; except that the Board may not 
assign to the Executive Committee the function of establishing pol- 
icies[, or the function of review and approval (except review and 
approval of minor modifications of contracts or other arrangements 
previously approved by the Board), to be exercised by the Board in 
accordance with section 5 (b)]J. 

(b) If an Executive Committee is established by the Board— 

(1) [Such] such Committee shall consist of the Director, as a 
nonvoting ex officio member, and not less than five nor more than 
nine other members elected by the Board from among their 
number[.]; 

(2) [The] the term of office of each voting member of such 
Committee shall be two years, except that (A) any member 
elected to fill a vacancy occurring prior to the expiration of the 
[term] terms for which his predecessor was elected shall be 
elected for the remainder of such term; and (B) the term of 
office of four of the members first elected after the date of enact- 
ment of this Act shall be one year[.]; 

(3) [Any] any person who has been a member of such Com- 
mittee for six consecutive years shall thereafter be ineligible for 


1 Under Public Law 854, 84th Congress, the salary of the Director was increased to $20,000. 
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election during the two-year period following the expiration of 
such sixth year[.]; 

(4) [The] the membership of such Committee shall, so far as 
practicable, be representative of diverse interests and shall be so 
chosen as to provide representation, so far as practicable, for all 
areas of the Nation[.] ; 

(5) [Such] such Committee shall render an annual report to 
i Board, and such other reports as it may deem necessary, sum- 
marizing its activities and making such recommendations as it 
may deem appropriate. Minority views and recommendations, if 
any, of members of the Executive Committee shall be included in 
such reports. 

(c) The Board is authorized to appoint from among its members 
or otherwise such committees as it deems necessary, and to assign to 
committees so appointed such survey and advisory functions as the 
Board deems appropriate for the purposes of this Act. 


DIVISIONS WITHIN THE FOUNDATION 











Sec. 7. (a) Until otherwise provided by the Board there shall be 
within the Foundation the following divisions: 

(1) A Division of Medical Research; 

(2) A Division of Mathematical, Physical, and Engineering 
Sciences; 

(3) A Division of Biological Sciences; and 

(4) A Division of Scientific Personnel and Education, which shall 
be concerned with programs of the Foundation relating to the grant- 
ing of scholarships and graduate fellowshlps in the mathematical, 
physical, medical, biological, engineering, and other sciences. 

(b) There shall also be within the Foundation such other divisions 
as the Board may, from time to time, deem necessary. 


DIVISIONAL COMMITTEES 





Sec. 8. (a) There shall be a committee for each division of the 
Foundation. 

(b) Each divisional committee shall be appointed by the Board and 
shall consist of not less than five persons who may be members or 
nonmembers of the Board. 

(c) The terms of members of each divisional committee shall be two 
years. Each divisional committee shall annually elect its own chair- 
man from among its own members and shall prescribe its own rules 
of procedure subject to such restrictions as may be prescribed by the 
Board. 

(d) Each divisional committee shall make recommendations to, and 
advise and consult with, the Board and the Director with respect to 
matters relating to the program of its division. 


SPECIAL COMMISSIONS 


Sec. 9. (a) Each special commission established pursuant to section 
3 (a) (7) shall consist of eleven members appointed by the Board, six 
of whom shall be eminent scientists and five of whom shall be persons 
other than scientists. Each special commission shall choose its own 
chairman and vice chairman. 
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(b) It shall be the duty of each such special commission to make a 
comprehensive survey of research, both public and private, being 
carried on in its field, and to formulate and recommend to the Founda- 


tion at the earliest practicable date an over-all research program in 
its field. 


SCHOLARSHIPS AND GRADUATE FELLOWSHIPS 


Sec. 10. The Foundation is authorized to award, within the limits of 
funds made available specifically for such purpose pursuant to section 
16, scholarships and graduate fellowships for scientifie study or scien- 
tific work in the mathematical, physical, medical, biological, engineer- 
ing, and other sciences at [accredited] appropriate nonprofit American 
or nonprofit foreign institutions fot Cone education, ] selected by 
the recipient of such aid, for stated periods of time. Persons shall be 
selected for such scholarships and fellowships from among citizens of 
the United States, and such selections shall be made solely on the basis 
of demonstrated and potential ability; but in any case in which two or 
more applicants for scholarships or fellowships, as the case may be, 
are deemed by the Foundation to be possessed of substantially equal 
ability, and there are not sufficient scholarships or fellowships, as the 
case may be, available to grant one to each of such applicants, the avail- 
able scholarship or scholarships or fellowship or fellowships shall be 
awarded to the applicants in such manner as will tend to result in a 
wide distribution of scholarships and fellowships among the States, 
Territories, possessions, and the District of Columbia. 


GENERAL AUTHORITY OF FOUNDATION 


Sec. 11, The Foundation shall have the authority, within the limits 
of available appropriations, to do all things necessary to carry out the 
provisions of this Act, including, but without being limited thereto, the 
authority— 

(a) to prescribe such rules and regulations as it deems necessary 
governing the manner of its operations and its organization and 


personnel ; 
(b) to make such expenditures as may be necessary for adminis- 
tering the provisions of this Act; : 


(c) to enter into contracts or other arrangements, or modifica- 
tions thereof, for the carrying on, by organizations or individuals 
in the United States and foreign countries, including other gov- 
ernment agencies of the United States and of foreign countries, 
of such [basic] scientific [research] activities as the Foundation 
deems necessary to carry out the purposes of this Act, and, at the 
request of the Secretary of Defense, specific scientific [research 
activities in connection with matters relating to the nationa 
defense, and, when deemed appropriate by the Foundation, such 
contracts or other arrangements, or modifications thereof, may 
be entered into without legal consideration, without performance 
or other bonds, and without regard to section 3709 of the Revised 
Statutes ; 

(d) to make advance, progress, and other payments which 
relate to scientific [research] activities without regard to the 
provisions of section 3648 of the Revised Statutes (31 U.S. C_.[, 
sec. } 529); 
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(e) to acquire by purchase, lease, loan, [or] gift, condemna- 
tion, or otherwise, and to hold and dispose of by grant, sale, lease, 
[or] loan, or otherwise, real and personal property of all kinds 
necessary for, or resulting from, the exercise of authority granted 
by this [Act;] Act. 

(f) to receive and use funds donated by others, if such funds 
are donated without restriction other than that they be used in 
furtherance of one or more of the general purposes of the 
Foundation; 

(g) to publish or arrange for the publication of scientific and 
technical information so as to further the full dissemination of 
information of scientific value consistent with the national inter- 
est, without regard to the provisions of section 87 of the Act of 
January 12, 1895 (28 Stat. 622), and section 11 of the Act of 
March 1, 1919 (40 Stat. 1270; 44 U.S. C., see. 111); 

(h) to accept and utilize the services of voluntary and uncom- 
pensated personnel and to provide transportation and subsistence 
as authorized by section 5 of the Act of August 2, 1946 (5 U.S.C. 
73b-2) for persons serving without compensation; and 

(i) to prescribe, with the approval of the Comptroller General 
of the United States, the extent to which vouchers for funds 
expended under contracts for scientific research shall be subject to 
itemization or substantiation prior to payment, without regard 
to the limitations of other laws relating to the expenditure of 
public funds and accounting therefor. 


PATENT RIGHTS 


Sec. 12. (a) Each contract or other arrangement executed pursuant 
to this Act which relates to scientific research shall contain provisions 
governing the disposition of inventions produced thereunder in a 
manner calculated to protect the public interest and the equities of the 
individual or organization with which the contract or other arrange- 
ment is executed: Provided, however, That nothing in this Act shall be 
construed to authorize the Foundation to enter into any contractual 
or other arrangement inconsistent with any provision of law affecting 
the issuance or use of patents. 

(b) No officer or employee of the Foundation shall acquire, retain, 
or transfer any rights, under the patent laws of the United States or 
otherwise, in any invention which he may make or produce in connec- 
tion with performing his assigned activities and which is directly 
related to the subject matter thereof: Provided, however, That this 
subsection shall not be construed to prevent any officer or employee of 
the Foundation from executing any application for patent on any such 
invention for the purpose of assigning the same to the Government or 
its nominee in accordance with such rules and regulations as the 
Director may establish. 


INTERNATIONAL COOPERATION AND COORDINATION WITH FOREIGN POLICY 


Src. 13. (a) The Foundation is hereby authorized to [cooperate in] 
facilitate any international scientific [research] activities consistent 
with the purposes of this Act and to expend for such international 
scientific [research ] activities such sums within the limit of appropriated 
funds as the Foundation may deem desirable. The Director, with 
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the approval of the Board, may defray the expenses of representatives 
of Government agencies and other organizations and of individual 
scientists to accredited international scientific congresses and meet- 
ings whenever he deems it necessary in the promotion of the objectives 
of this Act. Jn this connection, with the approval of the Secretary of 
State, the Foundation may undertake programs granting scholarships 
and fellowships to, or making other similar arrangements with, foreign 
nationals for scientific study or scientifie work in the United States or 
foreign countries without regard to section 10 or the affidavit of allegiance 
to the United States required by section 15 (d) (2) of this Act. 

(6) The Foundation is also authorized, with the approval of the 
Secretary of State, to undertake programs providing for the conduct or 
facilitation of such other scientific activities abroad as are deemed to be 
in the interest of the United States. 

[(b)] (c) The authority to enter into contracts or other arrange- 
ments with organizations or individuals in foreign countries and with 
agencies of foreign countries, as provided in section 11 (ce), and the 
authority to [cooperate in] facilitate international scientific [research 
activities as provided in [subsection (a) ] subsections (a) and (6) of this 
section, shall be exercised only with the approval of the Secretary 
of State, to the end that [such] authority to undertake such programs 
shall be exercised in such manner as is consistent with the foreign 
policy objectives of the United States. 

(2) If, in the exercise of the authority referred to in paragraph (1) 
of this subsection, negotiation with foreign countries or agencies 
thereof becomes necessary, such negotiation shall be carried on by the 
Secretary of State in consultation with the Director. 


MISCELLANEOUS PROVISIONS 


Smee. 14. (a) The Director shall, in accordance with such policies as 
the Board shall from time to time prescribe, appoint and fix the com- 
pensation of such personnel as may be necessary to carry out the 
provisions of this Act. Such appointments shall be made and such 
compensation shall be fixed in accordance with the provisions of the 
civil-service laws and regulations and the Classification Act of 1949: 
Provided, That the Director may, in accordance with such policies as 
the Board shall from time to time prescribe, employ such technical and 
professional personnel and fix their compensation, without regard to 
such laws, as he may deem necessary for the discharge of the responsi- 
bilities of the Foundation under this Act. The Deputy Director 
hereinafter provided for, and the members of the divisional com- 
mittees and special commissions, shall be appointed without regard 
to the civil-service laws or regulations. Neither the Director nor the 
Deputy Director shall engage in any other business, vocation, or 
employment than that of serving as such Director or Deputy Director, 
as the case may be; nor shall the Director or Deputy Director, except 
with the approval of the Board, hold any office in, or act in any 
capacity for, any organization, agency, or institution with which the 
Foundation makes any contract or other arrangement under this Act. 

(b) The Director may appoint, with the approval of the Board, a 
Deputy Director who shall perform such functions as the Director, 
with the approval of the Board, may prescribe and shall be Acting 
Director during the absence or disability of the Director or in the event 
of a vacancy in the Office of the Director. 
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(c) The Foundation shall not, itself, operate any laboratories or 
pilot plants. 

(d) The members of the Board, and the members of each divisional 
committee, or special commission, shall receive compensation at the 
rate of $25 for each day engaged in the business of the Foundation 
pursuant to authorization of the Foundation, and shall be allowed 
travel expenses as authorized by section 5 of the Act of August 2, 
1946 (5 U.S. C. 73b-2). 

(e) Persons holding other offices in the executive branch of the 
Federal Government may serve as members of the divisional com- 
mittees and special commissions, but they shall not receive remunera- 
tion for their services as such members during any period for which 
they receive compensation for their services in such other offices. 

(f) Service of an individual as a member of the Board, of a divisional 
committee, or of a special commission shall not be considered as service 
bringing him within the provisions of section 281, 283, or 284 of title 18 
of the United States Code or section 190 of the Revised Statutes (5 
U.S. C. see. 99), unless the act of such individual, which by such sec- 
tion is made unlawful when performed by an individual referred to in 
such section, is with respect to any particular matter which directly 
involves the Foundation or in which the: Foundation is directly 
interested. 

(g) In making contracts or other arrangements for scientific 
research, the Foundation shall utilize appropriations available therefor 
in such manner as will in its discretion best realize the objectives of 
(1) having the work performed by organizations, agencies, and institu- 
tions, or individuals in the United States or foreign countries, 
including Government agencies of the United States and of foreign 
countries, qualified by training and experience to achieve the results 
desired, (2) strengthening the research staff of organizations, particu- 
larly nonprofit organizations, in the States, Territories, possessions, 
and the District of Columbia, (3) aiding institutions, agencies, or 
organizations which, if aided, will advance basic research, and (4) 
encouraging independent basic research by individuals. 

(h) Funds available to any department or agency of the Government 
for scientific or technical research, or the provision of facilities there- 
for, shall be available for transfer, with the approval of the head 
of the department or agency involved, in whole or in part, to the 
Foundation for such use as is consistent with the purposes for which 
such funds were provided, and funds so transferred shall be expend- 
able by the Foundation for the purposes for which the transfer was 
made, and, until such time as an appropriation is made available 
directly to the Foundation, for general administrative expenses of the 
Foundation without regard to limitations otherwise applicable to 
such funds. 

(i) The National Roster of Scientific and Specialized Personnel 
shall be transferred from the United States Employment Service to 
the Foundation, together with such records and property as have been 
utilized or are available for use in the administration of such roster 
as may be determined by the President. The transfer provided for 
in this subsection shall take effect at such time or times as the President 
shall direct. 

(j) To the extent he finds it will contribute to the more effective func- 
tioning of the National Science Foundation, the Director 1s authorized 
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to conduct or provide training and to assign employees for training or 
attendance at meetings at Federal or non-Federal facilities, including 
public or private agencies, institutions of learnings, laboratories, indus- 
trial or ceeaaiele organizations or r appropriate organizations or 
institutions, and, if he deems it appropriate, to pay in whole or in part, 
the following: The salaries of such employees for the period of traning 
or attendance; the cost of their transportation and per diem in lieu of 
subsistence in accordance with the Travel Expense Act of 1949, as 
amended; necessary expenses incident to their training including tuition, 
study materials, and other customary expenses. Appropriations or other 
funds available to the National Science Foundation for salaries and for 
expenses shall be available for the purposes of this subsection. 

An employee who accepts assignment for training for more than 
Jifteen days at any one time shall agree in writing to remain in the Gov- 
ernment service, unless involuntarily separated therefrom, for a period 
equal to three times the length of any time off with pay granted without 
charge to annual leave for the purpose of such training. Any such 
trainee who fails to fulfill such agreement shall be required to reimburse 
the Government for whatever portion of the travel, subsistence, tuition, 
fees, and related expenses paid by the Government during such training 
the Director determines to 8g appropriate. 


SECURITY PROVISIONS 


Sec. 15. (a) The Foundation shall not support any research or 
development activity in the field of nuclear energy, nor shall it exercise 
any authority pursuant to section 11 (e) in respect to that field, without 
first having obtained the concurrence of the Atomic Energy Com- 
mission that such activity will not adversely affect the common defense 
and security. ‘To the extent that such activity involves restricted data 
as defined in the Atomic Energy Act of 1946 the provisions of that Act 
regarding the control of the dissemination of restricted data and the 
security clearance of those individuals to be given access to restricted 
data shall be applicable. Nothing in this Act shall supersede or modify 
any provision of the Atomic Energy Act of 1946. 

(b) (1) In the case of scientific or technical research activities under 
this Act in connection with matters relating to the national defense, 
with respect to which funds have been transfered to the Foundation 
from the Department of Defense in accordance with the provisions of 
section 14 (h) of this Act, the Secretary of Defense shall establish 
such security requirements and safeguards, including restrictions with 
respect to access to information and property, as he deems necessary. 

(2) In the case of scientific research activities under this Act in 
connection with matters relating to the national defense other than 
research activities referred to in paragraph (1) of this subsection, the 
Foundation shall establish such security requirements and safeguards, 
including restrictions with respect to access to information and prop- 
erty, as it deems necessary. 

(3) Any agency of the Government exercising investigatory func- 
tions is hereby authorized to make such investigations and reports as 
may be requested by the Foundation in connection with the enforce- 
ment of security requirements and safeguards, including restrictions 
with respect to access to information and property, established under 
paragraph (1) or (2) of this subsection. 
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(c) No employee of the Foundation shall be permitted to have 
access to information or property with respect to which access restric- 
tions have been established under subsection (b) (1) or (2) until the 
Civil Service Commission shall have made an investigation into 
the character, associations, and loyalty of such individual and shall 
have reported the findings of said investigation to the Foundation, 
and the Foundation shall have determined that permitting such 
individual to have access to such information or property will not 
endanger the common defense and security. 

(d) No part of any funds appropriated or otherwise made available 
for expenditure by the Foundation under authority of this Act shall 
be used to make payments under any scholarship or fellowship to any 
individual unless such individual (1) has executed and filed with the 
Foundation an affidavit that he does not believe in, and is not a 
member of and does not support any organization that believes in or 
teaches, the overthrow of the United States Government by force or 
violence or by any illegal or unconstitutional methods, and (2) has 
taken and subscribed to an oath or affirmation in the following form: 
“T do*solemnly swear (or affirm) that I will bear true faith and 
allegiance to the United States of America and will support and 
defend the Constitution and laws of the United States against all its 
enemies, foreign and domestic.”. The provisions of section 1001 of 
title 18, United States Code, shall be applicable with respect to such 
affidavits. 

APPROPRIATIONS 


Sec. 16. (a) To enable the Foundation to carry out its powers and 


duties, there is hereby authorized to be appropriated to the Founda- 
tion, out of any money in the Treasury not otherwise appropriated, 
such sums as may be necessary to carry out the provisions of this Act. 
(b) Appropriations made pursuant to the authority provided in 
subsection (a) of this section shall remain available for obligation, 
for expenditure, or for obligation and expenditure, for such period or 
periods as may be specified in the Acts making such appropriations. 
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CLUBS FOR BOYS AND GIRLS ESPECIALLY INTERESTED 
IN SCIENCE 


Avucust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Barven, from the Committee on Education and La 
submitted the following OF y RRs 
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REPORT J 


[To accompany H. R. 13191] 


The Committee on Education and Labor, to whom was referred the 
bill (H. R. 13191) to require the Commissioner of Education to 
encourage, foster, and assist in the establishment of clubs for boys 
and girls especially interested in science, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to stimulate interest in the study of 
science on the part of high-school pupils throughout the country. It 
is the belief of the committee that such an organization could do for 
the future scientific accomplishment in our Nation what Future 
Farmers of America has accomplished toward agricultural achieve- 
ment. 

Testimony before the General Education Subcommittee indicated 
the existence of a number of club activities in various high schools 
throughout the country which have successfully stimulated science 
interest. Such clubs could provide the basis for a national organiza- 
tion which the committee believes might be established so that 
studious youngsters might begin to know the thrill and incentive 
which impel most American boys to want to develop skill and mastery 
in such sports as football, basketball, etc. The committee would 
hope that at some date in the not too distant future a Federal charter 
would be in order for Future Scientists of America, modeled along the 
lines of the Future Farmers of America. 
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NEED FOR LEGISLATION 


Since the Russian satellite Sputnik I was placed in orbit in the 
fall of 1957, a vast amount of evidence has been presented in the press 
and before appropriate committees of the Congress in formal testi- 
mony of the great emphasis placed on scientific odecailie in the school 
systems of Soviet Russia. There is no appreciable disagreement to 
the premise that in the United States our survival depends upon in- 
creasing the emphasis in science training in education in our own 
schools. In a dictatorship, this result is achieved by a decree from 
the central government. In a free society, we attempt to achieve the 
desired result by encouraging and stimulating individual desire and 
initiative. This legislation is needed as an encouraging stimulant. 


ESTIMATED COST 


An appropriation not to exceed $50,000 in any fiscal year is au- 
thorized to carry out the purposes of this bill. This money would 
be spent in preparing and distributing information relative to how 
such clubs could be organized, and to provide a coordinator to assist 
in pulling together all of the individual clubs into a national organi- 
zation. 

DEPARTMENTAL RECOMMENDATIONS 


No departmental recommendation was sought on this specific 
legislation, although the committee believes it would be in accord 
with the administration’s desire for increased emphasis on the study 


of science. 
SECTION-BY-SECTION ANALYSIS 


Section 1 provides that, in order to strengthen future scientific 
accomplishment in our Nation by assisting in the development of a 
body of boys and girls with a special interest in science, there is 
authorized to be appropriated for the fiscal year ending June 30, 
1959, and for each fiscal year thereafter, such sums, not in excess of 
$50,000, as may be necessary to enable the Commissioner of Edu- 
cation to encourage, foster, and assist in the establishment in localities 
throughout the Nation of clubs which are composed of boys and girls 
who have an especial interest in science. 

Section 2 provides that the Commissioner of Education shall carry 
out his duties under the first section with a view to the ultimate 
chartering bythe Congress of a corporation, similar to the Future 
Farmers of America, which will seek to— 

(1) develop an interest in science on the part of the young 
people of America; 

(2) provide an opportunity for the exchange of scientific in- 
formation and ideas among members of the clubs; 

(3) encourage the promotion of science fairs at which members 
of the clubs may display their scientific works and projects; and 

(4) develop an awareness of the satisfactions to be derived 
through a career devoted to science. 

(b) The Commissioner of Education may utilize any of the personnel 
and facilities of the Office of Education in carrying out this act. 


O 
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Mr. Barpen, from the Committee on Education and Labor, Wynitted 
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REPORT SEP 


[To accompany H. R. 13757] 


MAj 
READING Roo 


The Committee on Education and Labor to whom was referred the 
bill (H. R. 13757) to encourage expansion of teaching in the education 
of mentally retarded children through grants to institutions of higher 
learning and to State educational agencies, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF LEGISLATION 


The purpose of H. R. 13757 is to meet the problem of shortage of 
trained personnel in the field of education of the mentally retarded 
by authorizing the Commissioner of Education to make grants to 
public or other nonprofit institutions of higher education to assist 
them in the training of professional personnel to conduct training in 
fields related to the education of mentally retarded children. It also 
authorizes the Commissioner to make grants to State educational 
agencies to assist them in establishing and maintaining directly or 
through grants to public or other nonprofit institutions of higher 
education fellowships or traineeships for training personnel engaged 
or preparing to engage in employment as teachers of mentally retarded 
children or as supervisors of such teachers. 


NEED For LEGISLATION 


There are approximately 1 million mentally retarded children of 
school age in the country, all of whom need special education and 
training in special classrooms under teachers with particular training 
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for this type of work. Only about 15 percent of these children are 
now so served. A shortage of trained special teachers and a shortage 
of facilities for training these teachers are considered to be the two 
most important.obstacles to expansion of educational services for 
mentally retarded children. It is estimated that there are needed ap- 
proximately 50,000 qualified teachers. A large number of the 10,000 
teachers now teaching these special classes for the retarded are in- 
completely prepared for their tasks and are seeking additional college 
training in this specialty. Expansion of teaching training facilities 
depends on utilizing and increasing the small reservoir of well-qualified 
leadership presently available to staff our college and university pro- 
grams of training teachers for this service. Because of the specialized 
nature of this personnel training much of which is carried on at the 
graduate level the States cannot expect to be entirely self-sufficient in 
meeting needs for special teachers. It is anticipated that as a result 
of this program all States will be benefited. 


COST OF LEGISLATION 


Section 3 of the bill specifies that payments under this act shall not 
exceed $1 million for any one fiscal year and section 6 of the bill 
specifies that the act shall continue in effect for a 10-year period. 


SECTION-BY-SECTION ANALYSIS 


Section 1 authorizes the Commissioner of Education to make 
grants to public or other nonprofit institutions of higher a to 
uct 


assist them in providing training of professional personnel to con 
training of teachers in fields related to education of mentally retarded 
children. Such grants may be used by such institutions to assist in 
covering the cost of courses of training or study for such personnel and 
for establishing and maintaining fellowships, with such stipends as 
may be determined by the Commissioner of Education. 

Section 2 authorizes the Commissioner of Education to make 
grants to State educational agencies to assist them in establishing and 
maintaining, directly or through grants to public or other nonprofit 
institutions of higher learning, fellowships or traineeships for training 
personnel engaged or preparing to engage in employment as teachers 
of mentally retarded children or as supervisors of such teachers. 

Section 3 provides that payments may be made by the Commissioner 
of Education from time to time, in advance or by way of reimburse- 
ment, on such conditions as the Commissioner may determine. Such 
payments shall not exceed $1 million for any one fiscal year. 

Section 4 requires each State educational agency and each public 
and other nonprofit institution of higher education which receives a 
grant to submit a report to the Commissioner of Education at the end 
of each fiscal year. The report must contain a detailed financial 
statement showing the purposes for which the funds granted were 
expended. 

Section 5 defines ‘‘nonprofit institution” as an institution owned 
and operated by one or more corporations or associations no part of the 
net earnings of which inures, or may lawfully inure, to the benefit 
of -ariy private shareholder or individual. This section also defines 
“State educational agency” as the State board of education or other 
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agency or officer primarily responsible for State supervision of public 
ementary and secondary schools in the State. 

Section 6 authorizes the Commissioner of Education to delegate any 
of his functions under the act, except the making of regulations, to any 
officer or employee of the Office of Education. 

Section 7 provides that the act shall continue in effect until a date 
10 years after the date of the enactment of the act. 
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[To accompany H. R. 13678] 


The Committee on Education and Labor, to whom was referred the 
bill (H. R. 13678) to provide in the Department of Health, Education, 
and Welfare for a loan service of captioned films for the deaf, having 
considered the same, report favorably thereon and recommend that 
the bill (H. R. 13678) do pass. 


PURPOSE OF LEGISLATION 


The purpose of H. R. 13678 is to establish in the Department of 
Health, Education, and Welfare a loan service of captioned films for 
the deaf and severely hard of hearing. The primary objectives of 
this loan service are to— 

(1) Bring to deaf persons understanding and appreciation of 
those films which play such an important part in ‘the general 
and cultural advancement of hearing persons; 

(2) Provide, through these films, enriched educational and 
cultural experiences through which deaf persons can be brought 
into better touch with the realities of their environment; and 

(3) Provide a wholesome and rewarding experience which 
deaf persons may share together. 

This bill authorizes the Secretary to acquire films and provide for 
their captioning. Such captioned films would then be distributed 
through State schools for the deaf and such other agencies which the 
Secretary may deem appropriate to serve as regional centers for the 
distribution of the captioned films. 
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NEED FOR LEGISLATION 


That portion of our population which is deaf and hard of hearing are 
aaieivad of many advantages available to hearing persons through 
radio, television, and motion pictures. This program would compen- 
sate in considerable measure for this lack. It would provide advan- 
tages for this handicapped group similar to those provided the blind 
by the talking-book-for-the-blind program. That program established 
in 1933 and administered by the Library of Congress has over the years 
afforded blind persons of an opportunity to enrich their lives by being 
able to listen to recordings of historical and fictional stories as well as 
educational and cultural compositions. 

There are available today many educational films which are made 
accessible to schools and other organizations by trade associations, 
industries, labor unions, and the like. Since these films are accom- 
panied by a sound track, they are of little, if any, use to deaf schools 
and organizations. By captioning these films, they can become of 
inestimable value to the deaf, and especially to the deaf child, in 
increasing his educational opportunities. 

The distribution of these captioned films by the Department of 
Health, Education, and Welfare would be made through State schools 
for the deaf and other appropriate agencies which would serve as local 
or regional centers for such distribution. 

These local or regional centers would, in turn, serve the more than 
300 public residential, denominational, and day schools and schools for 
the multiple handicapped which are devoted to the education of the 
deaf,.and which have an enrollment of more than 22,000 students. 
In addition, there are over 700 separate organizations consisting of 
fraternal organizations, church groups, social clubs, and the like in 429 
communities in 46 States and the District of Columbia, which would 
be recipients of these captioned films. 

There are a number of captioned film projects in existence which 
have met with enthusiastic reception from those among the deaf who 
have seen them. This program administered by the esatiendes of 
Health, Education, and Welfare and utilizing State schools as dis- 
tributing centers would reach a very high percentage of deaf persons. 


ESTIMATED COST 


It is estimated that the cost of this program will be less than the 
$250,000 annually, which is the ceiling contained in the bill, even after 
the program is completely in operation. 


SECTIONAL ANALYSIS OF THE BILL 


Section 2 defines the ‘“‘Secretary’’ as the Secretary of Health, Educa- 
tion, and Welfare and the ‘United States” as the several States, 
Territories, insular possessions, and the District of Columbia. The 
em person” includes persons whose hearing is severely im- 
paired. 

Section 3 (a) directs the Secretary of the Department of Health, 
Education, and Welfare to establish a loan service of captioned films 
which will be made available without cost to groups of deaf persons 
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in the United States in accordance with regulations promulgated by 
the Secretary. 

Section 3 (b) grants authority to the Secretary to acquire films 
which will be captioned and thereupon distributed through State 
schools for the deaf or other agencies which the Secretary deems 
appropriate to serve as local or regional distribution centers. The 
Secretary is also given the authority to use films which are made 
available to the Library of Congress under the copyright laws as well as 
accept gifts and contributions and to use without charge services of 
individuals and organizations. Facilities and services of other 
governmental agencies may also be utilized by the Secretary in 
carrying out this program. 

Section 4 authorizes appropriations not to exceed $250,000 annually 
to carry out the provisions of this Act. 


O 
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[To accompany H. R. 13262] READNAIN 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 13262) to amend the Federal Crop Insurance Act, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 5, strike out “tenth” and insert “eleventh”’. 


PURPOSE 


The purpose of this bill is to provide more administrative flexibility 
in determining the counties in which crop insurance will be made 
available by the Crop Insurance Corporation. 


NEED FOR THE LEGISLATION 


The present provisions of the crop-insurance law provide that 
insurance with respect to any crop shall not be provided in any county 
‘unless written applications therefor are filed covering at least 200 
farms or one-third of the farms normally producing the agricultural 
commodity.” While this arbitrary limitation was valuable during 
the earlier years of the present crop insurance program, it has now 
outlived its usefulness and has placed the program within rigid 
limitations which are proving undesirable. The amendment made 
by this bill simply removes from the act the arbitrary limitation of 
200 producers or one-third of the farms normally producing the com- 
modity, and leaves to the discretion of the Crop Insurance Board the 
determination as to when there is sufficient demand for crop insurance 
in @ county to warrant the program being established there. 
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cost 


There would be no additional cost as a result of this legislation and 
its enactment might, in fact, result in some administrative savings, 
since the Corpo.ation will not be placed in the position of conducting 
a preliminary insurance program only to find that its time and effort 
have been wasted because a few farmers less than the required 200 
have signed up for the insurance. 


DEPARTMENTAL APPROVAL 


The following letter from the Department of Agriculture indicates 
its approval of this bill and states in some detail the reasons why the 
legislation is needed: 


DEPARTMENT OF AGRICULTURE, 
: Washington, D. C., July 29, 1958. 
Hon. Haroutp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


Dear ConGressMAN Cootey: This is in reply to your request of 
July 7, 1958, for a report on H. R. 13262, a bill to amend the Federal 
Crop Insurance Act to eliminate the requirement that ‘insurance 
shall not be provided in any county unless written applications there- 
for are filed covering at least two hundered farms or one-third of the 
farms normally producing the agricultural commodity, excluding 
farms refused insurance on the basis of the risk involved.” 

The Department recommends that the bill be passed. 

Our reasons for recommending passage of the bill are as follows: 

1. It has been the Federal Crop Insurance Corporation’s experience 
that this requirement in the act has prevented the expansion to, or 
the continuance of the crop insurance program in counties where it 
would have been to the best interest of both the Corporation and the 
farmers to have had crop-insurance protection available in the county. 

2. The existence of this requirement has also proved to be uneco- 
nomical from an administration standpoint. Occasionally, consider- 
able funds have been expended in the compilation of coverages and 
rates and the conduct of a sales program, and then the county would 
fail to qualify by only a few applications. In these instances, funds 
and efforts expended in such counties are wasted. 

3. Enactment of the bill into legislation would provide the Corpo- 
ration with needed flexibility in its operations, better service to 
farmers, and more economical administration. 

It should be noted that the sentence in the Federal Crop Insurance 
Act intended to be amended is the 11th sentence of section 508 (a) 
rather than the 10th sentence of such section, as stated in the bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Marvin L. MclLatn, Acting Secretary. 
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WNITED STATES OF AMERICA 
HANGES IN Existinec Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed a he omitted is enclosed in black 
brackets, new matter is printed in italics, and existing law in which no 
change is proposed is shown in roman): 


FeperaL Crop Insurance Act, as AMENDED 
CROP INSURANCE 


Sec. 508. To carry out the purposes of this title the Corporation 
is authorized and empowered— 

(a) Commencing with crops planted for harvest in 1948, for the 
purpose of determining the most practical plan, terms, and condi- 
tions of insurance for agricultural commodities, if sufficient actuarial 
data are available, as determined by the Board, to insure, or to reinsure 
insurers of, producers of such agricultural commodities under any 
plan or plans of insurance determined by the Board to be adapted to 
any such commodity. Such insurance shall be against loss of the 
insured commodity due to unavoidable causes, including drought, 
flood, hail, wind, frost, winterkill, lightning, fire, excessive rain, snow, 
wildlife, hurricane, tornado, insect infestation, plant disease, and 
such other unavoidable causes as may be determined by the Board: 
Provided, That, except in the case of tobacco, such insurance shall not 
extend beyond the period the insured commodity is in the field. In 
1948 insurance shall be limited to not more than seven agricultural 
commodities (including wheat, cotton, flax, corn, and tobacco) and 
to not more than three additional agricultural commodities in each 
yoer thereafter: Provided, That other agricultural commodities may 

e included in multiple crop insurance (insurance on two or more 
agricultural commodities under one contract with a producer). Be- 
ginning with crops planted for harvest in 1954, crop insurance may 
be offered each year in not to exceed 100 counties in addition to the 
number of counties in which such insurance was offered in the 
preceding year. In determining the new counties in which such in- 
surance is to be offered and the commodities to be insured, the Cor- 
poration shall take into consideration the demand of farmers for such 
msurance, the extent to which such insurance is available to com- 
mercial producers of insured commodities, and the anticipated risk of 
loss to the Corporation. Reinsurance for private insurance com- 

anies shall be limited to not to exceed twenty counties which may 

e selected without regard to the other county limitations specified 
herein. Any insurance offered against loss in yield shall not cover in 
excess of 75 per centum of the recorded or appraised average yield 
of the commodity on the insured farm for a representative period 
subject to such adjustments as the Board may prescribe to the end 
that the average yields fixed for farms in the same area, which are 
subject to the same conditions, may be fair and just: Provided, That 
if 75 per centum of the average yield represents generally more pro- 
tection than the investment in the crop in any area, taking into con- 
sideration recognized farming practices, the Board shall reduce such 
maximum percentage so as more nearly to reflect the investment in 
the crop in such area. Insurance provided under this subsection 
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shall not cover losses due to the neglect or malfeasance of the pro- 
ducer, or to the failure of the producer to reseed to the same crop 
in areas and under circumstances where it is custom to so re- 
seed, or to the failure of the producer to follow established good 
farming practices. Counties selected by the Board shall be representa- 
tive of the several areas where the agricultural commodity insured 
is normally produced. The Board may limit or refuse insurance in 
any county or area, or on any farm, on the basis of the insurance risk 
involved. Insurance shall not be provided [in any county unless writ- 
ten applications therefor are filed covering at least two hundred farms 
or one-third of the farms normally producing the agricultural com- 
modity, excluding farms refused insurance on the basis of the risk 
involved; nor shall insurance] on any agricultural commodity [be pro- 
vided] in any county in which the Board determines that the income 
from such commodity constitutes an unimportant part of the total 
agricultural income of the county, except that insurance may be 
aud se for producers on farms situated in a local producing area 

ordering on a county with a crop-insurance program. The Cor- 
poration shall report annually to the Congress the results of its opera- 
tions as to each commodity insured. (7 U.S. C. 1508 (a).) 

(b) To fix adequate premiums for insurance in the agricultural 
commodity or in cash, at such rates as the Board deems sufficient to 
cover claims for crop losses on such insurance and to establish as 
expeditiously as possible a reasonable reserve against unforeseen losses: 
Provided, That such premiums may be established on the basis of the 
pens or comparable price for the commodity as determined and pub- 
ished by the Secretary of Agriculture, or on the basis of an average 
market price designated by the Board. Such premiums shall be 
collected at such time or times, or shall be secured in such manner, 
as the Board may determine. (7 U.S. C. 1508 (b)) 

(c) To adjust and pay claims for losses in the agricultural com- 
modity or in cash, under rules prescribed by the Board: Provided, 
That mndemnities may be determined on the same price basis as pre- 
miums are determined for the crop with respect to which such indem- 
nities are paid. The Corporation shall provide for the posting 
annually in each county at the county courthouse of a list of indem- 
nities paid for losses on farms in such county. In the event that any 
claim for indemnity under the provisions of this title is denied by the 
Corporation, an action on such claim may be brought against the 
Corporation in the United States district court, or in any court of 
record of the State having general jurisdiction, sitting in the district 
or county in which the insured farm is located, and jurisdiction is 
hereby conferred upon such district courts to determine such con- 
troversies without regard to the amount in controversy: Provided, 
That no suit on such claim shall be allowed under this section unless 
the same shall have been brought within one year after the date when 
notice of denial of the claim is mailed to and received by the claimant. 
(7 U.S. C. 1508 (e)) 

(d) From time to time, in such manner and through such agencies 
as the Board may determine, to purchase, handle, store, insure, pro- 
vide storage facilities for, and sell the agricultural commodity, and 
pay any expenses incidental thereto, it being the intent of this pro- 
vision, however, that, insofar as practicable, the Corporation shall 
purchase the agricultural commodity only at the rate and to a total 





ADMINISTRATIVE FLEXIBILITY FOR CROP INSURANCE 5 


amount equal to the payment of premiums in cash by farmers or to 
replace promptly the agricultural commodity sold to prevent deterio- 
ration; and shall sell the agricultural commodity only to the extent 
necessary to cover payments of indemnities and to prevent deterio- 
ration: Provided, however, That nothing in this section shall prevent 
prompt offset purchases and sales of the agricultural commodity for 
convenience in handling. Nothing in this section shall prevent the 
Corporation from accepting, for the payment of premiums, notes pay- 
able in the commodity insured, or the cash equivalent, upon such 
security as may be determined pursuant to subsection (b) of this sec- 
tion, and from purchasing the quantity of the commodity represented 
by any of such notes not paid at maturity. The restriction on the 
purchase and sale of the agricultural commodity provided in this sec- 
tion shall be made a part of any crop insurance agreement made under 
this title. Notwithstanding any provision of this title, there shall be 
no limitation upon the legal or equitable remedies available to the in- 
sured to enforce against the Corporation the foregoing restriction 
with respect to purchases and sales of the agricultural commodity. 
(7 U.S. C. 1508 (d)) 

(e) In connection with insurance upon yields of cotton, to include 
provision for additional premium and indemnity in terms of lint 
cotton to cover loss of cottonseed, such additional premium and in- 
demnity to be determined on the basis of the average relationship be- 
tween returns from cottonseed and returns from lint cotton for the 
same period of years as that used for computing yields and premium 
rates. (7 U.S. C. 1508 (e)) 
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[To accompany H. R. 13749] 


MAIN 
READING AJM 


The Joint Committee on Atomic Energy, having considered H. R. 
13749, an original committee bill to provide for cooperation with the 
European Atomic Energy Community (Euratom), reports ee 

, 


thereon with amendments, and recommends that the bill, as amende 
do pass. 


The amendments are as follows: 

On page 3, line 8, strike out the word “guaranty” and insert in lieu 
thereof the word “‘guarantee’’. 

On page 3, line 13, strike out the word “guaranties’”’ and insert 
in lieu thereof the word ‘“guarantees’’. 

On page 3, line 23, strike out the words “up to’ and insert in lieu 
thereof the words “not more than’’. 

On page 3, line 24, strike out ‘‘(b)”’ and insert in lieu thereof “(c)’’. 

On page 4, line 1, strike out the word “guaranty” and insert in lieu 
thereof the word “guarantee’’. 

On page 4, line 8, strike out the word “guaranty” and insert in lieu 
thereof the word ‘‘guarantee’’. 

On page 4, line 9, after the word “‘Act’’, insert the word “and”’. 

On page 4, line 18, strike out the word “guaranty”’ and insert in lieu 
thereof the word “guarantee’’. 

On page 4, line 19, strike out the word “guaranty” and insert in 
lieu thereof the word “guarantee’’. 

On page 5, line 2, strike out the word ‘‘guaranty”’ and insert in lieu 
thereof the word “‘guarantee’’. 

On page 6, line 11, after “‘1973,” insert the following: “(on Decem- 
ber 31, 1975, for not more than two reactors selected under section 
2 (c)),”. 

On page 7, line 17, strike out the word “public” and insert in lieu 
thereof the words “third party’. 

All of the above amendments recommended by the committee are 
minor or technical in nature. 

20006 
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SUMMARY OF BILL 


This bill provides for cooperation between the United States and 
the European Atomic Energy Community (Euratom) to develop 
atomic power. 

Section 1 of the bill states that this act may be cited as 
the “Euratom Cooperation Act of 1958.” 

Section 2 of the bill defines the following terms, as used in the act: 
“The Community”; “the Commission”; and “joint program.” ‘The 
joint program,” as defined, would bring into operation in the territory 
of the members of the Community powerplants using nuclear reactors 
having, as a goal, a total installed capacity of approximately 1 million 
kilowatts of electricity by December 31, 1963, except that 2 reactors 
may be selected to be in operation by December 31, 1965. 

Section 3 of the bill authorizes to be appropriated to the Commission 
$3 million as an initial authorization for fiscal year 1959 for use in a 
cooperative program of research and development. The Com- 
mission may enter into contracts up to 5 years under the program, 
provided that the Community authorizes an equivalent amount for 
use in the cooperative program of research and development. 

Section 4 of the bill provides that the Commission is authorized 
within limits of amounts which may hereafter be authorized to be 
appropriated to make guarantee contracts which shall in the aggregate 
not exceed a total contingent liability of $90 million designed to assure 
that the charges to an operator of a reactor constructed under the 
joint program for fabricating, processing, and transporting fuel will 
be no greater than would result under the fuel fabricating and fuel 
life guarantees which the Commission shall establish for such reactor. 
Within limits of such amounts the Commission is authorized to make 
contracts, without regard to the provisions of sections 3679 and 3709 
of the Revised Statutes, for such periods of time as it determines to 
be necessary provided that no such contracts may extend for a period 
longer than 10 years of operation or prior to December 31, 1973 (or 
December 31, 1975, for not more than 2 reactors selected under sec. 
2 (c)) whichever is earlier. Section 4 also provides that in establishing 
criteria for the selection of projects and in entering into such guarantee 
contracts, the Commission shall be guided by five principles, as ex- 
plained in more detail in the section-by-section analysis. 

Section 5 of the bill authorizes for sale or lease to the Community 
30,000 kilograms of contained uranium 235 and 1 kilogram of plu- 
tonium provided that the Government of the United States shall 
obtain the equivalent of a first lien on any such material sold to the 
Community for which payment is not made in full at the time of 
transfer. 

Section 6 of the bill authorizes the Commission to purchase or 
otherwise acquire from the Community special nuclear material from 
reactors constructed under the joint program up to 4,100 kilograms 
of plutonium for use only for peaceful purposes. With respect to 
plutonium, no such contract shall be for a period greater than 10 
years of operation of such reactor or December 31, 1973 (or December 
31, 1975, for not more than 2 reactors selected under sec. 2 (c)), 
whichever is earlier and the price shall not be in excess of the Com- 
mission’s established price for such material as fuel in a nuclear 
reactor. 
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Section 7 of the bill provides that the Government of the United 
States shall not be liable for any damages or public liability arising 
out of or resulting from the joint program, provided that nothing in 
that section shall deprive any person of any rights under section 170 
of the Atomic Energy Act of 1954. The Government of the United 
States shall take such steps as may be necessary including appro- 
priate disclaimer or indemnity arrangements to carry out the pro- 
visions of this section. 

A more detailed description of the bill is contained in the section- 
by-section analysis of this report. 


BACKGROUND 


On June 23, 1958, the Joint Committee received the following letter 
from the Atomic Energy Commission concerning the proposed program 
of cooperation with the European Atomic Energy Community 
(Euratom), and the legislative action being requested of the Congress. 


Unitep States Atomic Enrerey Commission, 
Washington, D. C., June 28, 1958. 
Hon. Cart T. Durnam, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D. C. 


Dear Mr. Duruam: The President has transmitted to the Speaker 
of the House of Representatives and the President of the Senate a 
proposed international agreement between the United States of 
America and the European Atomic Energy Community for the ap- 
proval by Congress pursuant to provisions of sections 11 (1) and 124 
of the Atomic Energy Act of 1954, as amended. The approval 
by the Congress of the proposed international agreement will be 
one of the first steps necessary to initiate a proposed cooperative 
nuclear power program between the United States and the Com- 
munity which will be designed to foster the construction in Europe 
by 1963 of approximately 6 major nuclear power reactors having a 
total installed capacity of approximately 1 million kilowatts of elec- 
tricity. I am enclosing a copy of the President’s message of trans- 
mittal (appendix A) as well as the international agreement (appendix 
B). 

On May 29, 1958, the Commission of the European Atomic Energy 
Community and on June 12, 1958, the Secretary of State and I signed 
a memorandum of understanding which was prepared as the first 
step in reaching agreement with respect to the proposed program. 
Enclosed are three certified copies of this document (appendix C). 
There also has been negotiated, pursuant to section 123 of the act, a 
proposed agreement for cooperation embodying the proposed program 
which has been initialed by the parties. I am enclosing three certified 
copies of this document for the information of the Joint Committee 
(appendix D). Following the approval of the international agreement 
by Congress the agreement for cooperation will be submitted to the 
President in conformance with the provisions of section 123 of the 
act and thereafter submitted to the Joint Committee in the usual 
manner. 

In his message to Congress the President noted that, in addition 
to the international agreement, the necessary legislative, authoriza- 
tion, and appropriation requests required to carry out the program 
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would be submitted shortly. There is transmitted herewith as ap- 
pendix K a draft bill providing such additional authority as the 
Commission believes necessary to carry out the proposed program. 

I believe it would be helpful if I summarized the proposed program 
of cooperation as well as the legislative action being requested so 
that you might see how the two are related. 

The aim of the joint program is to bring into operation in the 
Community, by 1963, about 1 million electric kilowatts of installed 
nuclear capacity, in reactors of proven types developed in the United 
States, and to initiate immediately a joint research and development 
program centered on these types of reactors. The program would be 
conducted so as to obtain maximum support of the industries of the 
Community and of the United States in achieving these objectives. 

The total capital cost of the reactors to be included in the program, 
exclusive of fuel, has been estimated as not to exceed $350 million. 
Approximately $215 million would be provided for by the participat- 
ing utilities and other European sources of capital, such financing to 
be arranged with the appropriate assistance of Euratom. In addition, 
up to $135 million would be provided by the Export-Import Bank to 
Euratom in the form of a long-term line of credit at 4% percent interest 
to cover a portion of the total capital costs. The funds provided by 
the Export-Import Bank would be re-lent by Euraton. Preliminary 
contacts by Euratom with European utilities have indicated that the 
utilities willLhave no difficulty in arranging financing equivalent to that 
needed for 1 million kilowatts of conventional power—about $150 
million. This, plus the United States loan of $135 million, leaves 
approximately $65 million to be found of the overall capital cost of the 
program. The President of the Euratom Commission has already 
approached the European Investment Bank and has asked that the 
5 take the lead in arranging for financing this remaining $65 
million. 

The nuclear powerplants under the program will be built, owned, 
and operated by utilities in the member states. All risks due to 
uncertainties in construction, maintenance, and operating costs and 
load factors will be borne directly by these utilities. In the course 
of the negotiation it was determined that the economic risks associated 
today with the reactor fuel cycle must be minimized if participation by 
the European utility industry is to be reasonably assured. To this 
end, the United States, for a 10-year period of operation, will guarantee 
ceiling costs for the fabrication of the fuel elements required, as well as 
a fixed life for these elements. The provision of this form of assistance 
is considered to be vital to the success of the program. Attachment A 
to the memorandum of understanding enclosed describes this proposed 
fuel cycle arrangement in detail. 

Section 4 of the proposed legislation, in accordance with section 
261 (a) (2) of the Atomic Energy Act, would provide the funds and 
other authority necessary to carry out this aspect of the joint program. 
Contracts entered into under this section would not extend for a period 
longer than that necessary to cover fuel loaded into a reactor con- 
structed under the joint program during 10 years of its operation or 
prior to December 31, 1973, whichever is earlier. 

A joint research and development program also would be established. 
This program, which would be for a 10-year period, would be centered 
on the improvement in the performance of the reactors involved in 
the program, and the lowering of fuel cycle costs. During the first 
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5 years, the financial contribution of the Community and the United 
States would amount to about $50 million each. The sum required 
for the second 5-year period would be determined at a later date. 
Section 5 of the proposed legislation would provide the Commission 
with the authority it requires to participate in this phase of the 
program. 

Under the arrangements proposed, the United States would sell to 
the Community a net quantity of 30,000 kilograms of contained 
U-235 in uranium to cover the fueling and other requirements of 
the program for such material over a 20-year operating period. The 
initial operating inventory, which amounts to approximately 9,000 
kilograms of contained U-235, would be sold to the Community on a 
deferred payment basis. The balance of about 20,000 kilograms, 
which represents estimated burnup and process losses over the 20- 
year operating period, and 1,000 kilograms to provide for research 
and test reactors associated with the program, would be paid for on a 
current basis. 

A relatively small amount of plutonium would be provided to the 
Community for research purposes. The quantities of enriched ura- 
nium to be made available would come from quantities of U-235 set 
aside by the President under section 41 b of the Atomic Energy Act 
for distribution to foreign countries. Section 5 of the proposed bill 
contains the congressional authorization which is required, pursuant 
to section 54 of the Atomic Energy Act, before quantities of special 
nuclear material may be transferred to “‘a group of nations.”” The 
transfer, of course, also would be subject to the provisions of the 
agreement for cooperation to be entered into between the United States 
and the European Atomic Energy Community. 

Ownership and responsibility for the approximate quantity of 21,000 
kilograms of special nuclear material for which Euratom pays in 
cash will be transferred to the Community at a designated port or 
ports of embarkation. For the initial operating inventory of about 
9,000 kilograms made available under a deferred payment plan the 
Commission will retain such rights in the material as are appropriate 
to secure the payment of the debt due under the sales agreement. 
Such rights will be encumbrances on the material and will be set forth 
in the sales agreement. They will include provisions relating to the 
return of special nuclear material in sufficient quantities to satisfy 
the Community’s debt to the Commission in the event Euratom 
does not meet the payment schedule set forth in the sales agreement 
and provisions that the Community will not establish any obligation 
with respect to such material which has priority over the Commission’s 
rights. 

It is contemplated that the United States also would be prepared 
to perform, on terms and conditions to be agreed, chemical processing 
services with respect to any source or special nuclear material received 
by Euratom from the United States under this program. Section 
6 of the proposed legislation would permit the Atomic Energy Com- 
mission to enter into long-term contracts with the Community to 
provide such services for such periods of time as the Commission may 
deem necessary or desirable at established domestic prices in effect 
in the United States at the time of delivery of such material. 

The arrangements that have been formulated provide that the 
International Atomic Energy Agency would have the right of first 
option to purchase special nuclear materials produced in reactors 
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fueled with materials obtained from the United States under the 
joint program, which are in excess of the Community’s need for such 
material for peaceful uses. In the event this option was not exercised 
by the Agency, the United States would be prepared to purchase such 
material. Such purchases by the IAEA or the United States would 
be at the established fuel value price in effect in the United States at 
the time of purchase. In keeping with the President’s announcement 
of November 18, 1956, the material purchased by the United States 
would be used solely for peaceful purposes. Section 7 (a) of the 
proposed legislation authorizes the Atomic Energy Commission to 
acquire from the Community up to 4,100 kilograms of plutonium for 
peaceful purposes. 

In conjunction with this phase of the program it has been concluded 
that it will be necessary to provide the Atomic Energy Commission 
with authority to enter into contracts with Euratom which would 
provide the utilities participating in the program with a long-term 
assurance regarding the acquisition by the United States of the 
plutonium involved. Section 7 (b) of the proposed legislation, 
accordingly, provides that the Commission may enter into contracts 
for the acquisition of such material provided that no such contract 
shall be for a period greater than 10 years of operation of the reactors 
involved or extend beyond December 31, 1973, whichever is earlier. 
This section also provides that this material must be purchased at 
the Commission’s established fuel value price at the time of delivery 
for such material. Section 7 (c) further provides that the Commission 
may enter into contracts for the acquisition of enriched uranium from 
the Community provided that any such contract does not extend 
beyond the terminal date of the agreement for cooperation to be 
entered into between the United States and the Community, the 
quantities so acquired do not exceed those distributed to the Com- 
munity by the Commission, less burnup, and the price paid for the 
material does not exceed the Commission’s established charges for 
such material in effect at the time of delivery to the Commission. 

One of the major purposes of the proposed program would be to 
provide industry in the United States and Europe with important 
engineering experience and data on capital and operating costs. 
As a consequence the proposed arrangement contemplates that 
technological and economic data developed under the joint program 
will be made available to the industries within the Community and 
the United States under provisions designed to assure the widespread 
dissemination of information developed in the course of the program. 

In formulating the proposed program the representatives of the 
Community and the United States recognized that it would be in 
their interest to establish a mutually acceptable arrangement which 
would assure that the materials involved would be used solely for 
peaceful purposes. Under the arrangement that has been developed, 
the Community has made all of the guarantees required by the Atomic 
Energy Act that none of the materials supplies will be used for mili- 
tary purposes. The Community also has assumed the responsibility 
for the establishment of a safeguard system in accordance with a series 
of principles set forth in the memorandum of understanding. These 
ecnes are compatible with and are based on article XII of the 

tatute of the International Atomic Energy Agency, chapter VII of 
the treaty establishing the European Atomic Energy Community and 
those adopted by the United States in its comprehensive agreements 
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for cooperation. The systems to be established will be designed to 
assure that the materials received from the United States, as well as 
special nuclear material produced therefrom, only will be used for 
peaceful purposes. The tinited States will assist the Community in 
establishing the system and there will be frequent consultations and 
visits to assure that the system is operating effectively under the 
agreed-upon principles. Both parties hes agreed that the terms of 
the agreement include permission for verification, by mutually ap- 
proved scientific methods, of the effectiveness of the safeguard and 
control systems applied to nuclear materials received from the other 

arty or derived therefrom in connection with the joint program. 
‘he continuation of the cooperative program will be contingent upon 
the Community’s establishing and maintaining a mutually satisfacto 
safeguards system. The Community also is prepared to consult with 
the International Atomic Energy Agency to assure that the system 
will be reasonably compatible with that of the Agency. In addition, 
in the event of the establishment of an international safeguards and 
control system by the International Atomic Energy Agency, the 
United States and Euratom will consult regarding assumption by 
that Agency of the safeguards and control over fissionable material 
utilized and produced in implementation of the joint program. The 
Atomic Energy Commission and the Department of State believe 
that the special safeguard arrangement proposed with Euratom will 
provide the United States with the assurance that the materials 
involved will be used only for peaceful purposes. 

Lastly, in the light of the tight time schedule that faces us in com- 
pleting all of the necessary legislative steps during this session of 
Congress to permit the initiation of the program, section 8 of the pro- 
posed legislation provides that the Joint Committee may waive the 
requirement contained in section 123c of the Atomic Energy Act 
that the proposed agreement for cooperation must lie before the 
Joint Committee for 30 days while the Congress is in session. 

Appendix F to this letter contains a summary of the funding and 
financial requirements for the proposed program. 

Appendix G contains a series of letters that were exchanged by the 
principal negotiaters to clarify various facets of the program. 

Appendix H contains a series of working papers that were developed 
in the course of preparing the memorandum of understanding. These 
documents should be useful to the committee in reviewing the back- 
ground and basic assumptions underlying the program. 

The Bureau of the Budget has reviewed the proposed legislation 
and has advised that it is in accord with the program of the President. 

In conclusion I should like to mention that I earnestly hope that the 
Joint Committee will give the proposed program immediate and 
affirmative consideration. If the objectives of the program are to be 
realized on schedule it is important that all of the legislative steps 
necessary to initiate the program be completed during this session of 
Congress. The Secretary of State has advised me of his enthusiastic 
support of the program in the light of its considerable importance to 
our foreign policy objectives in Western Europe. I also believe that 
that the proposed program will result in important benefits to our 
domestic and foreign program in the field of peaceful uses of atomic 
energy. We will be happy to discuss these matters with the Joint 
Committee at your earliest convenience. 

Sincerely, 


Lewis L. Srrauss, Chairman. 
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The above letter transmitted various appendixes including the 
Presidential message to Congress, the international agreement which 
had been signed by representatives of the Government of the United 
States of America and Euratom, a memorandum of understanding 
signed by the parties, the proposed agreement for cooperation initialed 
by the parties, a proposed draft bill, and certain other documents and 
working papers. 

On June 24, 1958, Vice Chairman Anderson introduced (by request) 
the proposed draft bill as S. 4047 , and on the following day Chairman 
Durham introduced (by request), an identical bill as H. R. 13119. 
On June 30, 1958, Chairman Durham sent a letter enclosing the pro- 
posed documents to approximately 50 reactor experts and industrial 
representatives, and asked their views on a number of questions, to 
be submitted to the Joint Committee as soon as possible. In addi- 
tion, Chairman Durham on July 9, 1958, sent the following letters to 
Acting Chairman Libby of AEC and Secretary of State Dulles re- 
questing certain additional information in preparation for public 
hearings. 

ConGRESS OF THE UNITED StaTEs, 
Joint CoMMITTEE ON Atomic ENERGY, 
Washington, D. C., July 9, 1958. 
Dr. Wituarp F. Lissy, 


Acting Chairman, United States Atomic Energy Commission, 
Washington, D. C. 

Dear Dr. Lissy: This will confirm Mr. Ramey’s notification to 
Admiral Foster that the joint committee will begin public hearings on 
the Euratom program and proposed implementing legislation (H. R. 
13119 and S. 4047) on Wednesday, July 16, at 10 a. m. and 2 p. m. 
Representatives of the State Department are expected to lead off the 
testimony at 10 a.m. A copy of our letter to the State Department 
is attached. 

It is expected that Commission representatives would present testi- 
mony on the Euratom program at the 2 p. m. session on Wednesday. 

Attached for your information is a copy of a list of questions which 
the Joint Committee has addressed to a group of reactor experts and 
industry representatives on the Euratom program. It would be 
appreciated if the Commission would make appropriate comments 
on these questions during its presentation. 

Among other matters in which the Joint Committee will be par- 
ticularly interested, and on which testimony from the Commission 
would appear pertine nt are the following: 
| 1. A description of how the technical program and financial and 
administrative arrangements were developed, including the extent to 
which the United States atomic-equipment industry as a group or 
individually was consulted in the formulation of the program. 

2. The relationship between the Euratom program and the United 
States domestic atomic energy program. What guarantees do we 
have that funds provided under the program will be used for contracts 
with United States atomic-equipment manufacturers? 

3. The question of whether the program is or can be planned and 
phased so as to provide not only for construction of “proven” reactor 
types but also for reactor types which the Commission believes can 
be proven out in a large-scale program in the time period allowed. 
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4. The question of whether the particular subsidy arrangements 
are as desirable as possible alternatives such as capital subsidy, waiver 
of use charges, and the like. 

5. The methods of protecting the United States financial interests 
in connection with the sale of U-235 on the installment plan; i. e., 
the problem of retention of title to the material, downpayments, etc. 

6. What rights does the United States retain as to control of 
the price of the U-235 once it has been sold to Euratom? i. e., can 
Euratom place an additional charge to cover overhead profit. Can 
Euratom or the industrial Euratom countries raise tarifis on atomic 
equipment sold by American manufacturrs under the program? 

7. The status of third party liability and indemnity coverage of the 
Euratom program, and the effect of any delay of such coverage on 
meeting the 1963 deadline date. 

8. The question of the methods of inspection provided, and the re- 
lationship to the International Atomic Energy Agency inspection 
standards, procedures, and personnel. 

9. The proposed methods of information exchange, and patent and 
licensing arrangements, including the extent to which American 
manufacturers are protected as to utilization of United States patents 
and know-how by uae firms in manufacturing reactors of the same 
type. 

In addition to the above comments and information requested it 
would be appreciated if you would provide the committee with in- 
formation on how the Commission is organized to administer its over- 
all foreign atomic power program and particularly how it will be or- 

anized to administer the Commission’s responsibilities in the 
curatom program. In this connection we would appreciate informa- 
tion on the Commission’s organizational relationships with the State 
Department, the International Cooperation Administration and the 
Executive Office of the President in connection with the administra- 
tion of the Euratom and other foreign atomic energy programs. 

In connection with the Committee’s interest in the fortigt atomic 

ower programs and particularly Euratom, it would appear desirable 
for the Commission to bring up to date the statement of last year on 
foreign atomic power programs for inclusion as an appendix to the 
Euratom hearings. 
Sincerely yours, 
Cart T. Duruam, Chairman. 





CONGRESS OF THE UNITED STaTEs, 
Joint COMMITTEE ON ATomic ENERGY, 
Washington, D. C., July 9, 1958. 
Hon. Joun Foster Dvutuzs, 
The Secretary of State. 


Dear Mr. Secretary: This will confirm Mr. Ramey’s phone 
notification to Mr. Farley that the Joint Committee will begin public 
hearings on the Euratom arrangement and agreements on Wednesday, 
July 16, at 10 a.m. The hearing room will be announced at a liver 
date. 

It is understood representatives of the State Department will lead 
off the hearings, presumably with a statement outlining how the 

H. Rept. 2647, 85-2——2 
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Euratom proposal fits into the Government’s overall foreign policy, 
particularly in relation to the European area. 

Attached for your information is a copy of a list of questions we 
have sent to a group of reactor experts and atomic energy industry 
representatives concerning the Euratom program. Representatives 
of the AEC also have been requesied to comment on these questions. 
Please feel free to comment on any of the questions which you believe 
are pertinent to the State Departmeni’s inieresis. 

In addition to the State Department’s comments along the above 
lines it would appear appropriate for the State Department specifically 
to discuss the foreign policy implications of the inspection measures 
proposed for the Euratom program and its relationships to the Inter- 
national Atomic Energy Agency inspection standards and procedures. 

We also would like to receive information on how the State Depart- 
ment is organized to administer its responsibilities in the foreign atomic 
energy field, particularly in relation to Euratom. In that connection 
we would appreciate information of your relationship with the Atomic 
Energy Commission, the International Cooperation Administration, 
and the Executive Office of the President. 

A copy of our letter to the Atomic Energy Commission is attached. 

Sincerely yours 
Cart T. Duruam, Chairman. 


In the meantime, the committee members and staff of the Joint 
Commiitee undertook a study and analysis of the proposed Euratom 
agreements and associated documenis, and arranged for the printing 
of a Joint Committee prini eniitled ‘‘Proposed Euratom Agreements 
(with associated documents and materials).”’ 


PUBLIC HEARINGS 


The Joint Committee commerced public hearings on July 22, 1958, 
and received testimony from the following representatives of the 
Department of State: 

C. Douglas Dillon, Under Secretary for Economics Affairs; 
Philip “J. Farley , J. Robert Schaetzel, Stanley Metzger 

On the following day, July 23, at a public Speince ct the Joint Com- 
mittee received testimony from the following representatives of the 
Atomic Energy Commission and the Department of State: 

Commissioner John Floberg, Richard W. Cook, Deputy General 
Manager, Frank K. Pittman, Director, Office of Industrial 
Development, and W. K. Davis, Director, Division of Reactor 
Development 

J. Robert Schastzel, Office of Special Assistant to the Secretary 
for Disarmament and Atomic Energy, Department of State 

Stanley D. Metzger, Assistant Legal Adviser for Economic 
Affairs, Department of State 

Further public hearings were held on July 24, July 29, and July 30, 
1958, at which testimony was received from the following witnesses. 

Commissioner John Floberg, Atomic Energy Commission 

J. Robert Schaetzel, Office of Special Assistant to the Secretary 
for Disarmament and Atomic Energy, Department of State 

Maj. Gen. Julius Klein 

Lynn U. Stanbaugh, First Vice President and Office Chairman, 
Board of Directors, Export-Import Bank of Washington 
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Herbert E. Hoffman, Office of General Counsel, Atomic Energy 
Commission 

Richard W. Cook, Deputy General Manager, Atomic Energy 
Commission 

Stanley D. Metzger, Assistant Legal Adviser for Economic 
Affairs, Department of State 

Roland Anderson, Chief, Patent Branch, Atomic Energy Com- 
mission 

Jess Larson, president, Uranium Institute of America, accom- 
panied by Gordon Weller, executive vice president 

Philip N. Powers, president, Internuclear Co. 

Wallace J. Campbell, Cooperative League of the United States 
of America 

Carroll L. Wilson, chairman, executive committee, Metals and 
Controls Corp. 

Walter Hamilton, manager of contract operations, Nuclear De- 
velopment Corporation of America 

Leo Goodman, atomic energy adviser, United Auto Workers 

Charles Weaver, vice president, Atomic Energy, Westinghouse 
Electric Co. 

On August 5 and August 7, 1958, the Joint Committee held further 
hearings in executive session to consider the proposed agreements in 
detail and receive testimony from Under Secretary of State Dillon 
and Commissioner Floberg. In addition, technical explanations were 
provided the Joint Committee by Dr. Frank K. Pittman, the Acting 
Director of the Division of Reactor Development. 

Following the completion of the hearings, the Joint Committee met 
in executive session on August 8 and again on August 12, 1958, to con- 
sider the proposed bills and a draft resolution. At the completion of 
the meeting on August 12, Chairman Durham and Vice Chairman 
Anderson filed clean bills as H. R. 13749 and S. 4273, respectively, 
which superseded H. R. 13119 and S. 4146. Mr. Durham and Sena- 
tor Anderson also filed in each House two concurrent resolutions with 
respect to approval of the international agreement with Euratom 
as House Concurrent Resolutions 375 and 376 in the House and Senate 
Concurrent Resolutions 115 and 116 in the Senate. 

On August 13, 1958, the Joint Committee met again in executive 
session to consider the new clean bills and concurrent resolutions, and 
received further testimony from Chairman McCone and Commissioner 
Floberg of the AEC and Acting Secretary Herter of the Department 
of State. 

Following the hearing on August 13, 1958, the committee continued 
in executive session and voted to report House Concurrent Resolution 
376 and H. R. 13749, with amendments, to the House and Senate 
Concurrent Resolution 116 and S. 4273, with amendments, to the 
Senate. 

COMMITTEE COMMENTS 


The comments of the Joint Committee on the Euratom legislation 
must be considered as directed toward the United States Atomic 
Energy Commission and the State Department in the development, 
negotiation, and administration of the Harutens arrangements. These 
comments are not intended to involve or criticize the internal arrange- 
ments of Euratom and its member countries. 
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1. Purposes of Euratom arrangements 


The Joint Committee has for some time believed that a vigorous 
program by the United States to cooperate with foreign nations in 
the development of atomic power is desirable. It is hoped that the 
Euratom arrangements will contribute substantially to this effort. 

There are several reasons why it is considered necessary and desir- 
able to enter into the Euratom arrangements at the present time. The 
State Department has testified as to the role Euratom will play in the 
economic integration of Europe, and this is recognized as an important 
part of our foreign policy. Euratom will become increasingly im- 
portant to Europe as a supplement to its growing energy requirements 
in a period when its oil supply from the Middle East 1s in danger. 

Moreover, from the standpoint of the United States atomic energy 
program, the proposed Euratom arrangements offer an opportunity 
to develop and construct United States type reactors abroad. There 
has been a great deal of testimony that it is possible to achieve eco- 
nomic atomic power in Europe sooner than in the United States 
because conventional power costs in Europe are considerably higher 
than in the United States. 

Perhaps of greatest interest to the United States is the opportunity 
in the Euratom joint program to demonstrate United States leader- 
ship in atomic energy development, an objective which the Joint 
Committee considers to be of the highest importance. 

In supporting the Euratom program, it should be clear that the 
Joint Committee does not intend that the British foreign atomic 
power efforts should be undercut. It is understood that Euratom 
is negotiating with the British as well as the United States. 


The Joint Committee has been assured by the Atomic Energy 
Commission that support of the Euratom program will in no way 
provide a basis for any lessening of effort in the domestic atomic 
power program. The committee looks on the Euratom program 
as a part of a broad long-range program of domestic and foreign atomic 
power development. 


2. Framework of Euratom arrangements 


The Joint Committee believes that considerable progress has been 
made in the development and negotiation of the joint program with 
Euratom since Euratom was formally established. However, there 
remain many outstanding terms and conditions of substantial im- 
portance relating to the research and development program, fuel 
element guarantees, credit arrangements for capital facilities, financial 
and mortgage arrangements on the sale of nuclear fuel on a deferred 
payment basis, and basic and detailed administrative arrangements. 

In view of the above situation, the Jomt Committee, with the 
concurrence of the Atomic Energy Commission, and the Department 
of State, recommends that the Congress authorize United States par- 
ticipation in the Euratom arrangements in such a manner that 
the Congress during the next and succeeding sessions can review and 
authorize the proposed arrangements as to specific projects after the 
terms and conditions have been worked out more fully. 

The pattern of cooperation with Euratom, as provided in H. R. 
13749 (S. 4273) is consistent with the provisions of sections 123 and 
124 of the Atomic Energy Act of 1954 as to international cooperation, 
and with the provisions of cooperative atomic power development as 
contemplated by section 261 (a) (2) of that act. The basic recognition 
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of Euratom as a group of nations and the agreement with Euratom is 
approved by concurrent resolution under section 124. The Euratom 
program will be implemented under an agreement for cooperation 
which, under section 123, will subsenebelily tee submitted to the Joint 
Committee and must lie before it for 30 days unless waived as author- 
ized by the provisions of section 2 of H. R. 13120 (S. 4048), the 
so-called AEC omnibus bill. Funds for the research and development 
program, and for fuel element guarantee contracts, must be authorized 
by the Congress from time to time in accordance with section 261 
(a) (2) of the Atomic Energy Act of 1954. 


8. Technical goals of program 


Considerable testimony was obtained on the question of the reason- 
ableness of the stated goal of the joint program as set forth in the 
roposed agreement for cooperation of achieving operation of 1 million 
Caeaaeie of proven reactors by 1963. The Jomt Committee believes 
it is desirable to set goals of achievement, but believes that the 1963 
target date may be somewhat optimistic. 

In order to provide greater flexibility as to the goals of the program 
and the types of reactors and fuel elements selected, the Joint Com- 
mittee has extended the target dates to December 31, 1965, for not 
more than two reactors, as discussed more fully in the section-by- 
section analysis. 


4. Financial arrangements 


The Euratom joint program involves several different types of 
financial ene and assistance. Included are financial sup- 


port of research and development on a 50—50 basis with Euratom; 
guarantees of fuel element cost and performance life; a loan for capital 
facilities from the Export-Import Bank ; deferred payment arrange- 
ments on the 9,000 kilograms initial inventory of uranium fuel; 
purchase of not more than 4,100 kilograms of plutonium at fuel value 
($12 per gram). 

Considerable testimony was presented during the hearings concern- 
ing the $135 million loan contemplated to be made by the Export- 
Import Bank of the United States to Euratom. An essential part 
of the arrangements is that the authorizations contained in this bill 
are contingent upon the loan to Euratom from the Export-Import 
Bank. The committee believes that adequate security arrangements 
should be obtained by the Export-Import Bank to protect its financial 
interest. 


5. Public liability claims 

Section 7 of the bill provides that the Government of the United 
States shall not be liable for any damages or third party liability 
arising out of or resulting from the joint program. 
6. Conclusion 

The joint committee, after many days and hours of testimony and 
consideration of the program, reached agreement on the language of a 
bill to provide for the initial stages of cooperation with Euratom. 
The joint committee believes that implementation of this program 
will constitute an important step forward both in our foreign policy 
and in the development of the peaceful uses of atomic energy. 
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SECTION-BY-SECTION ANALYSIS 


Section 1 of this bill provides that this Act may be cited as the 
“Kuratom Cooperation Act of 1958.” 

Section 2 defines three terms as used in this act. Subsection 2 (a) 
provides that “the Community” means the European Atomic Energy 
Community (Euratom). The Community is composed of the Gov- 
ernments of the countries of France, West Germany, Italy, Belgium, 
Holland, and Luxemburg. Subsection 2 (b) provides the “the 
Commission” means the Atomic Energy Commission, as established 
by the Atomic Energy Act of 1954, as amended. 

Subsection 2 (c) provides that ‘“‘joint program” means the coopera- 
tive program established by the Community and the United States 
and carried out in accordance with the provisions of an agreement for 
cooperation entered into pursuant to the provisions of section 123 of 
the Atomic Energy Act of 1954, as amended, to bring into operation 
in the territory of the members of the Community powerplants using 
nuclear reactors of types selected by the Commission and the Com- 
munity having as a goal a total installed capacity of approximately 
1 million kilowatts of electricity by December 31, 1963, except that 
two reactors may be selected to be in operation by December 31, 1965. 
Several changes were made in the definition of “joint program” from 
the language originally submitted by the executive branch to the 
Joint Committee as explained below. 

The Joint Committee added in subsection 2 (c) the words ‘carried 
out in accordance with the provisions of an agreement for cooperation 
entered into pursuant to the provisions of section 123 of the Atomic 
Energy Act of 1954, as amended.’ This addition was made in order 
to make clear that implementation of the program should be in 
accordance with an agreement for cooperation to be hereafter executed 
and submitted to the Joint Committee for consideration, to remain for 
30 days while Congress is in session unless waived by the Joint 
Committee. 

Secondly, the Joint Committee deleted the word “proven” before 
the word ‘‘types.’’ Many witnesses and letters from industry to the 
Joint Committee indicated that it would be desirable to have, if 
possible, the program encompass more than water-type reactors. By 
deleting the word ‘“‘proven’’ it was intended to permit consideration 
of additional types which may be subsequently constructed and 
brought into operation within the goal of December 31, 1963, or De- 
cember 31, 1965, for two reactors. 

The Joint Committee added the words ‘‘as a goal’’ before the words 
“a total installed capacity of approximately 1 million kilowatts of 
electricity,’’ in accordance with a suggestion made by the Commis- 
sion, in order to indicate that the dates were to be considered as goals 
and not necessarily binding upon either the Commission or the 
Community. 

Finally, the Joint Committee added at the end of subsection 2 (c) 
the words ‘by December 31, 1963, except that two reactors may be 
selected to be in operation by December 31, 1965.” 

The testimony during the hearing indicated that the goal tentatively 
selected for installation of all 1 million kilowatts was December 31, 
1963. However, the Joint Committee}believed that the program 
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might actually be of more value to the Community, and enable them 
to obtain the benefit of information and experience with more ad- 
vanced types of reactors if the goal were more flexible, and therefore 
it was provided that two reactors may be selected to be in operation 
by December 31, 1965. It was intended that this extension of the 
goal for two reactors would be permissive only, and that the Com- 
mission and the Community might, if in their combined judgments 
such action was advisable, proceed so as to have all 1 million kilowatts 
installed and in operation by December 31, 1963. 

The testimony and working papers submitted by the Commission 
during the hearings indicated that the pressurized water and boiling- 
water reactors had been designated by the Commission as “proven” 
types, and that the Commission had also recommended the organic 
moderated type reactor for inclusion in the program. By striking 
the word “proven” and permitting extension of the goal for 2 years 
for 2 reactors, the Joint Committee intended that additional reactor 
types might be considered for selection in the program, as, for example 
natural uranium—heavy water moderated reactors or gas-cooled 
reactors. It is also noted that the United States program includes 
homogeneous type and sodium-graphite type reactors now in opera- 
tion. The goal, as modified, would also permit, but not require selec- 
tion of a reactor of an existing type but of improved or more advanced 
design after an additional year or two. Also, the program could 
include reactors utilizing additional types of fuel elements. By 
modifying the definition of “joint program” in subsection 2 (c) of the 
bill the Joint Committee intended that these additional possibilities 
might be taken into consideration by the parties in selecting reactors 
for the joint program. 

Subsection 2 (d) of the bill provides that all other terms used in this 
act shall have the same meaning as terms described in section 11 of 
the Atomic Energy Act of 1954, as amended. 

Section 3 of the bill provides that there is hereby authorized to be 
appropriated to the Commission, in accordance with the provisions of 
section 261 (a) (2) of the Atomic Energy Act of 1954, as amended, the 
sum of $3 million as an initial authorization for fiscal year 1959 for use 
in a cooperative program of research and development in connection 
with the types of reactors selected by the Commission and the Com- 
munity under the joint program. The bill, as originally proposed by 
the Commission, provided for authorization of $50 million for this 
program, but this was changed by the Joint Committee to provide for 
$3 million as an initial authorization for fiscal year 1959. It was in- 
tended that additional information should be submitted by the execu- 
tive branch as additional authorizations are requested for the program. 
The testimony during the hearings indicated that it is contemplated 
that a total of $50 million will be requested for authorization by the 
United States for the first 5 years of a 10-year research and develop- 
ment program, and that funds for the second 5-years may be of the 
same order of magnitude. However, only $3 million is needed at the 
present time in order to commence the program in fiscal year 1959. 
The bill further provides that the Commission may énter into con- 
tracts for such periods as it deems necessary, but in no event to exceed 
5 years, for the purpose of continuing the research and development 
program authorized by this section. The Joint Committee added a 
proviso that the Community must authorize an equivalent amount for 
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use in the cooperative program of research and development. It is 
intended and entheetnod that the Community will authorize and make 
available to the cooperative program $3 million to match the $3 mil- 
lion by the United States before the Commission enters into such con- 
tracts. It is further understood that the United States will continue 
to authorize amounts in the future only if equivalent amounts are 
authorized by the Euratom Community for use in a cooperative 
program of research and development. 

By the use of the word “equivalent,” it was intended to indicate 
that there shall not be required a dollar-for-dollar matching on each 
reactor project in the joint program, but only that the overall amount 
authorized by the Community for the research and development 
program shall be equivalent to the amount authorized by the United 
States. 

Section 4 of the bill provides that the Commission is authorized 
within the limits of amounts which may hereafter be authorized, to 
make guarantee contracts which shall in the aggregate not exceed a 
total contingent lability of $90 million designed to assure that the 
charges to an operator of a reactor constructed under the joint pro- 
gram, for fabricating, processing, and transporting fuel would be no 
greater than would result under the fuel fabrication and fuel life 
guarantee which the Commission shall establish for such reactors. 
No funds are authorized by this section 4 of the bill, but only the 
autbority for the Commission to proceed with plans to make contracts. 
Such contracts cannot be entered into until necessary authorization 
and appropriation authority is obtained from the Congress. When 
such authorization and appropriations are obtained, the Commission 
will then be able to enter into contracts which will have the net effect 
of guaranteeing to the Euratom operator that his fuel fabricating 
costs will not exceed a certain amount and that the fuel life guarantee 
will live up to a certain guaranteed performance. This type of 
authority was considered necessary and desirable in order to permit 
the Euratom operator to have assurance as to the costs and per- 
eee of the fuel of types of reactors developed by the United 

tates. 

In implementing this guarantee program, -the Commission would 
require a guarantee by the United States manufacturer as to the fuel 
costs and fuel life, and then the Commission would contract with the 
manufacturer, if necessary, so as to permit him to make a higher 
guarantee to the Euratom operator. In addition, some guarantee 
contracts might be between the Commission and the Euratom oper- 
ator concerning the maximum costs of processing and transporting 
the fuel. 

The bill, as originally proposed by the Commission, authorized 
$90 million at this time for use in the program. However, the Joint 
Committee with the concurrence of the Commission modified this 
section to the language indicated in the bill in order to provide that 
amounts will be authorized in the future as the need is indicated. 

Under the language of section 4, the $90 million figure represents 
only a total contingent liability. The Commission has indicated that 
it will calculate the maximum contingent liability under each con- 
tract, and that the sum of the contingent liabilities under all the 
contracts will not exceed $90 million. 
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The Commission is authorized to make contracts under this section 
without regard to the provisions of sections 3709 and 3679 of the 
Revised Statutes, as amended (pertaining to advertising and anti- 
deficiency obligations) for such periods of time as it determines to be 
necessary, provided, however, that no such contracts may extend 
for a period longer than that necessary to cover fuel loaded into a 
reactor constructed under the joint program during the first 10 years 
of the reactor operation, or prior to December 31, 1973, whichever 
is earlier. A special parenthesis was added by the Joint Committee 
to provide “or December 31, 1975, for not more than 2 reactors 
selected under section 2 (c)” to correspond with the permissive change 
in goal as to 2 reactors under the joint program from December 31, 
1963, to December 31, 1965. In the language approved by the Com- 
mittee, the guarantee provides an incentive to proceed expeditiously 
with the construction in order that the Euratom operator may qualify 
for the full 10 years of the guarantee program. 

The Joint Committee also added language to section 4 to provide 
that in establishing criteria for the selection of projects, and in entering 
into such guarantee contracts, the Commission shall be guided by cer- 
tain principles enumerated as (a), (b), (c), (d), and (e). . The first 
pringple, provided in (a) states that the Commission shall encourage 
a strong and competitive atomic equipment manufacturing industry 
in the United States designed to provide diversified sources of supply 
for reactor parts and reactor fuck elaisaeah under the joint program. 
It is expected generally that Euratom utilities will obtain competi- 
tive proposals from United States manufacturers for reactors, and the 
United States manufacturers, in turn, will obtain competitive proposals 
from fuel element fabricators when this is performed by a separate 
company. The Joint Committee endorses this procedure, but also 
recognizes that qualitative and other factors will be taken into con- 
sideration in awarding the contract. The Joint Committee realizes 
that there is a possibility that this program might benefit only 1 or 2 
of the large atomic equipment companies in the United States, and it 
is intended that the Commission shall select the projects and enter 
into the guarantee contracts in such a way as to avoid this result. 
In some cases, it may be necessary or desirable to provide for greater 
assistance by the Commission to a smaller equipment company than 
would be necessary in case of a large equipment manufacturer. The 
Commission should not be forced in all cases to accept the low bid or 
the choice of the Euratom operator. As a full partner in consider- 
ing the technical and ecoriomic aspects of the selection of the project, 
and in providing United States funds, the Commission is in a position 
to assist the smaller manufacturer, where appropriate, in order to 
encourage a strong and competitive atomic equipment manufacturing 
industry in the United States. 

As the second principle to be considered by the Commission, it is 
provided in (b) that the guarantee shall be consistent with the provi- 
sions of attachment A to the memorandum of understanding between 
the Government of the United States and the Community, signed in 
Brussels on May 29, 1958, and in Washington, D. C., on June 12, 
1958, and transmitted to Congress on June 23,1958. This attachment 
A is entitled “Principles for the Special Arrangements With Respect 
to the Fuel Cycles for Reactors Mo Be Constructed and Operated 
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Under the Program,” and is reprinted at pages 19-21 of the Joint 
Committee print entitled “Proposed Euratom Agreements (with 
associated documents and materials)” dated July 1958 and printed 
by the Government Printing Office (No. 28094). The Joint Commit- 
tee added this language to the bill providing that the guarantee shall 
be consistent with the provisions of attachment A in accordance with 
a suggestion of the Comptroller General as set forth in his letter to 
Chairman Durham dated July 22, 1958. (See pp. 121-126 of Joint 
Committee hearings on Euratom. ) 

Without this language it was felt that the Joint Committee and the 
Congress had very little assurance under the language in the bill as 
to the details of the guarantee program. Attachment A, on the other 
hand, contains specific information as to the objectives and the types 
of guarantee under this program. It provides that the integrity of 
the stainless steel or zirconium clad fuel elements for water type 
reactors is guaranteed to an average irradiation level of 10,000 
megawatt-days per metric ton of contained uranium, This part of 
the guarantee pertains to the fuel performance or life of the fuel ele- 
ments in order that the Euratom operator may have assurance as to 
the life of the fuel element to be used in the reactor. Attachment A 
also provides maximum charges for fabrication of fuel elements. It 
provides that the maximum charge for fuel elements made of uranium 
dioxide of enriched uranium of certain dimensions, and stainless steel 
cladding, shall be $100 per kilogram of contained uranium. For sim- 
ilar fuel elements clad with zirconium, the maximum charge shall be 
$140 per kilogram of contained uranium. Provision is also made for 
appropriately adjusted charges for fuel elements having different 
claddings, or different dimensions or uranium enrichment. Part B of 
attachment A describes the type of elements and guaranties which 
the Commission shall require to be made by United States manu- 
facturers before it provides the Government guarantee. In order to 
give additional understanding, and in order to make the concept 
of the guarantee program more understandable to all persons con- 
cerned, it was intended by the Joint Committee that reference should 
be made in the bill to the provisions of attachment A. 

The third principle which shall guide the Commission in establishing 
criteria for the selection of projects and in entering into such guarantee 
contracts is set forth in (c) of section 4 providing that the Commission 
shall establish and publish minimum levels of fuel element costs and 
life to be guaranteed by the manufacturer as a basis for inviting and 
evaluating proposals. It is intended that the Commission shall 
advise United States manufacturers that their guarantees must 
prescribe maximum fuel element costs, and hence minimum costs to 
the Commission and also minimum fuel performance life in order to 
receive consideration by the Commission for the Commission’s over- 
riding and additional guarantees under section 4. The Joint Com- 
mittee considered alternative provisions, such as requiring a fixed 
percentage arbitrarily limiting the proportion of the Government’s 
guarantee, but decided more flexibility was necessary and desirable. 
This minimum level of manufacturer’s guarantee should not be 
established in such a way as to make impossible participation by 
smaller United States manufacturers. 

In (d) it is provided that the guarantee by the manufacturer shall 
be as favorable as any other guarantee offered by the manufacturer for 
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any comparable fuel element within a reasonable time period. This 
language was added by the Joint Committee in order to provide that 
the Government would not be underwriting the program by accepting 
guarantees which were not the best possible which might reasonably 

e made by the manufacturer. If the manufacturer should make a 
more favorably guarantee either as a part of the joint program or as a 
completely separate privately financed project within a reasonable 
time period—meaning before and after the time of the guarantee—the 
guarantee made by the manufacturer under the joint program, and 
backed up by the Commission under section 4, should be adjusted to 
reflect any subsequent more favorable guarantee offered by the manu- 
facturer. The “reasonable time period’ should be interpreted so as 
to take into aceount all the circumstances, but in most cases would 
mean, for example 2 months, but not 2 years. 

In (e) it is provided that as to any patents on inventions or dis- 
coveries made or conceived by the manufacturer in the course of 
development of fabrication of fuel elements during the period covered 
by the Commission’s guarantee, the Commission shall obtain a royalty- 
free, nonexclusive, irrevocable license for governmental purposes. 
AEC testimony indicated that it had not yet determined a definite 
policy as to patents under the guarantee program, but that this course 
of action was likely. It is recognized that difficult questions of fact 
may arise in connection with implementing this provision, but the 
language added to the bill is consistent with the testimony of the 
Commission before the Joint Committee during the hearings on the 
bill. Since the Conmission is providing a guarantee which makes 
possible the consummation of the contract between the United States 
manufacturer and. the Euratom operator, it is intended that the Com- 
mission should obtain the benefit of its guarantee in the form of a 
license on appropriate patents for governmental purposes. This pro- 
vision is to be effective whether or not any payments are made by 
the Commission under its guarantee. By.governmental purposes it 
is intended to include reactors constructed under contract with the 
Commission in its domestic power reactor development program. 

It is understood that the AEC will obtain title to all United States 
patents and inventions made in work financed by the AEC in the 
cooperative research and development program, in accordance with 
standard AEC policy, and article VII of the proposed agreement for 
cooperation. 

It is understood that (a), (b), (c), (d), and (e) as described above 
are to be considered as some but not all of the principles which shall 
guide the Commission in establishing criteria for the selection of 
projects and in entering into guarantee contracts. The above lan- 
guage represents particular problems which the Joint Committee 
considered and studied and felt were of such importance that appro- 
priate language should be added to the bill. 

Section 5 of the bill provides that pursuant to the provisions of 
section 54 of the Atomic Energy Act there is hereby authorized for 
sale or lease to the Community 30,000 kilograms of contained uranium 
235 and 1 kilogram of plutonium in accordance with the provisions of 
an agreement for cooperation under section 123 of the Atomic Energy 
Act. The Joint Committee added a special proviso that the Govern- 
ment of the United States shall obtain the equivalent of a first lien on 
any such material sold to the Community for which payment is not 
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made in full at the time of transfer. The testimony indicated that 
the initial fuel inventory of the reactor under the joint program would 
be 9,000 kilograms of contained uranium 235, and that payment for 
this quantity would be deferred until the 10th to 20th years of opera- 
tion. During the first 10 years, interest will be pajd annually on the 
value of the fuel inventory at the established Commission rate of 
4 percent, and payment will also be made for fuel consumed in the 
reactors. Payment for the remaining 21,000 kilograms of enriched 
uranium would be made at the time of transfer. In order to provide 
for appropriate protection of the United States interest in the first 
9,000 kilograms, it is provided that the Government of the United 
States shall obtain the equivalent of a first lien on such material, as 
well as any other appropriate security arrangements to protect United 
States financial interest. 

The Joint Committee also changed the language in the bill as 
originally submitted by the Commission to change the word ‘“‘dis- 
tribute” to the words “sale or lease.”’ It is intended and understood 
that the United States shall be compensated before the expiration of 
the proposed agreement for cooperation for all material to which title 
is transferred to the Community. 

Section 6 of the bill pertains to the purchase or acquisition from the 
Community of special nuclear material and contains subsections (a), 
(b), (c), (d), and (e). 

Section 6 (a) provides that the Commission is authorized to purchase 
or otherwise acquire from the Community special nuclear material (as 
defined in sec. 11 of the Atomic Energy Act of 1954, as amended), or 
any interest therein from reactors constructed under the joint pro- 
gram in accordance with the terms of an agreement for cooperation 
under section 123, provided that neither plutonium nor uranium 233 
shall be acquired in excess of the total quantities authorized by law. 
The Commission is authorized to acquire from the Community 
pursuant to this section up to 4,100 kilograms of plutonium for use 
only for peaceful purposes. 

The Joint Committee added the words ‘‘from reactors constructed 
under the joint program” in order to make it clear that the Commis- 
sion was to acquire special nuclear material only from such reactors, 
and not from reactors constructed by Euratom or its member 
countries or in cooperation with other countries which are not part of 
the joint program. 

Subsection 6 (b) pertains to the acquisition of plutonium and pro- 
vides a maximum time period of 10 years of operation or December 
31, 1973, or December 31, 1975, for not more than two reactors selected 
under section 2 (c) whichever is earlier, and a maximum purchase 
price equal to the Commission’s established price in effect at the time 
of delivery for such material as fuel in a nuclear reactor. At the 
present time, the established price for plutonium as a fuel is $12 per 
gram. 

Subsection 6 (c) pertains to the acquisition of uranium 235 and 
provides a maximum time period of up to the terminal date of the 
agreement for cooperation, and a maximum quantity equal to the 
enriched uranium distributed to the Community less the quantity 
consumed in the reactors in the joint program, provided further that 
the purchase price shall not exceed the Commission’s established 
charges for such material in effect at the time delivery is made to the 
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Commission. At the present time, the charge for uranium enriched 
in the isotope uranium 235 to 20 percent is $16.12 per gram of uranium 
235 content. 

Subsection 6 (d) provides that any contract made under this section 
may be made without regard to the provisions of section 3679 of the 
revised statutes, as amended, pertaining to obligations prior to 
appropriations. 

Subsection 6 (e) provides that any contract made under this section 
may be made without regard to section 3709 of the Revised Statutes, 
as amended, pertaining to advertising, upon certification by the 
Commission that such action is necessary in the interest of the common 
defense and security, and upon a showing by the Commission that 
advertising is not reasonably practicable. 

Section 7 of the bill provides that the Government of the United 
States shall not be liable for any damages or third party liability arising 
out of or resulting from the joint program, provided, however, that 
nothing in this section shall deprive any person of any rights under 
section 170 of the Atomic Energy Act of 1954, as amended. By the 
use of the word “damages” it 1s intended to mean damages arisin 
out of a tort and not from a breach of contract. It is further provide 
that the Government of the United States shall take such steps as 
may be necessary, including appropriate disclaimer or indemnity ar- 
rangements, in order to carry out the provisions of this section. The 
Congress of the United States, upon the recommendation of the Joint 
Committee on Atomic Energy, has already enacted United States legis- 
lation (Public Law 85-256) which provides indemnity protection for 
the benefit of the public and manufacturers of components of all 
reactors to be installed in the United States. This indemnity protec- 
tion provided by the United States Government protects the public 
and all suppliers of equipment, whether they be United States sup- 
pliers or of another country. 

The Joint Committee eliminated two sections from the bill in the 
form originally requested by the Commission as contained in H. R. 
13119 and S. 4166. These were sections 6 and 8 of those bills pertain- 
ing to reprocessing authority and authority of the Joint Committee to 
waive the usual 30-day waiting period under section 123 ce. of the 
Atomic Energy Act of 1954, as amended. These two sections were 
eliminated because similar authority was already recommended by the 
Joint Committee and incorporated in the provisions of H. R. 13482, 
the so-called AEC “omnibus” bill which has already been recom- 
mended by the Joint Committee, enacted by the Congress, and sent to 
the President. 

O 
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No. 2648 


CONCURRENT RESOLUTION TO APPROVE AGREEMENT 
WITH EURATOM 


Avaust 15, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. DuruaM, from the Joint Committee on Atomic Energy, 


submitted the following UNI 
OF Mic 


SEP 9 ee: 


MAIN 

The Joint Committee on Atomic Energy, having considered" Hse ROOM 
Concurrent Resolution 376, a concurrent resolution to approve the 
agreement between the Government of the United States of America 
and the European Atomic Energy Community (Euratom) concerning 
cooperation to advance peaceful applications of atomic energy, report 
favorably thereon without amendment, and recommend that the 
resolution be adopted. 

House Concurrent Resolution 376 contains two ‘‘Whereas’’ clauses 
which recite that the United States of America has instituted a pro- 
gram of international cooperation to make available to cooperating 
nations the benefits of peaceful applications of atomic energy, and 
that the United States of America and the European Atomic Energy 
Community (Euratom) have entered into an agreement providing 
for cooperation in programs designed to advance the peaceful applica- 
tions of atomic energy. 

The concurrent resolution then resolves that, pursuant to the pro- 
visions of sections 11 (1) and 124 of the Atomic Energy Act of 1954, 
as amended, the agreement between the Government of the United 
States of America and the European Atomic Energy Community 
(Euratom), signed at Brussels on May 29, 1958, and in Washington 
on July 19, 1958, concerning cooperation between the parties in 
programs for the advancement of the peaceful applications of atomic 
energy, be and hereby is approved. The resolution further provides 
that it does not constitute approval or disapproval of the memorandum 
of understanding, or any other agreements which have not been 
formally approved or wathorised by the Congress. 

Under the provisions of the Atomic Energy Act of 1954 (sees. 11 (1) 
and 124), the Congress must approve any international agreement 
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between the United States and a group of nations before an agreement 
for cooperation can be executed and other steps taken to implement 
such an agreement to cooperate in developing the peaceful uses of 
atomic energy. 

The Joint Committee recommends approval of this concurrent 
resolution, together with appropriate implementing legislation as set 
forth in H. R. 13479 and S. 4273, identical bills. 

The text: of the agreement recommended to be approved by this 
resolution is as follows: 


AGRFEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
StaTEs oF AMERICA AND THE EvropgAN Atomic ENERGY 


Community (EURATOM) 


Wuereas the European Atomic Energy Community 
(Euratom) has been established by the Kingdom of Belgium, 
the Federal Republic of Germany, the French Republic, the 
Italian Republic, the Grand Duchy of Luxembourg, and the 
Kingdom of the Netherlands, in the Treaty of Rome signed 
on March 25, 1957, with the aim of contributing to the rais- 
ing of the standard of living in Member States and to the 
development of commercial exchanges with other countries 
by the creation of conditions necessary for the speedy estab- 
lishment and growth of nuclear industries; 

Wuereas the Government of the United States of America 
has instituted a program of international cooperation to make 
available to cooperating nations the benefits of peaceful ap- 
plications of atomic energy as widely as expanding technology 
and considerations of the common defense and security will 
permit; 

Wuereas the Government of the United States of America 
and the European Atomic Energy Community (Euratom) 
have expressed their mutual desire for close cooperation in 
the peaceful applications of atomic energy, and the European 
Atomic Energy Community (Euratom) intends to foster an 
extensive program which promises to redound to their 
common benefit; 

WH®REAS an arrangement providing for cooperation in 
the peaceful applications of atomic energy would initiate a 
fruitful exchange of experience and technical development, 
open a new era for mutually beneficial action on both the 
government and industrial level, and reinforce solidarity 
within Europe and across the Atlantic; 

The Parties agree as follows: 


ARTICLE I 


The Parties will cooperate in programs for the advance- 
ment of the peaceful applications of atomic energy. Such 
cooperation will be undertaken from time to time pursuant 
to such terms and conditions as may be agreed and shall be 
subject to all provisions of law respectively applicable to the 
Parties. Specifically it is understood that under existing law 
the cooperation extended by the Government of the United 
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States of America will be undertaken pursuant to an Agree- 
ment for Cooperation entered into in accordance with Section 
123 of the Atomic Energy Act of 1954, as amended. 


ARTICLE Il 


As used in this Agreement, ‘‘Parties’’ means the Govern- 
ment of the United States of America and the European 
Atomic Energy Community (Euratom), acting through its 
Commission. ‘Party’ means one of the Parties. 


ARTICLE III 


This Agreement shall enter into force on the day on which 
each Party shall have received from the other Party written 
notification that it has complied with all statutory and con- 
stitutional requirements for the entry into force of such 
Agreement. 

IN WITNESS WHEREOF, the undersigned representatives 
duly authorized thereto have signed this eement. 

Done at Brussels on May 29, 1958, and at Washington 
on June 19, 1958, in duplicate, in the English, French, 
German, Italian, and Netherlands languages, each language 
being equally authenic. 

For the Government of the United States of America: 

Joun Foster Duss 
Lewis L. Srrauss 
For the European Atomic Energy Community (Euratom): 
L. ARMAND 
Enrico Ment 
L. KrREKELER 
EMANUEL SASSEN 
P. pe Groore 
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AREA VOCATIONAL EDUCATION PROGRAMS 


Aucust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


unl BaAsper, from the Committee on Education and Labor, submitted 
WICHIGAN the following 


SEP 2 19:8 REPORT 


READING ROOM (To accompany H. R. 13241] 


The Committee on Education and Labor, to whom was referred the 
bill (H. R. 13241) to provide assistance to the States for area voca- 
tional education programs, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF LEGISLATION 


It is the purpose of this legislation to provide assistance to the 
States so that they may improve their vocational education programs 
through area vocational education programs approved by State boards 
of vocational education as providing needed vocational training and 
retraining for youths, eden: and older persons, including related 
instruction for apprentices. 


NEED FOR THE PROGRAM 


The provisions contained in this bill, H. R. 13241, originally came 
before the Committee on Education and Labor, as one of the titles 
contained in H. R. 13247, the National Defense Education Act of 
1958, which was passed by the House on August 8, 1958. This title, 
however, was stricken from the bill because a majority of the com- 
mittee, while recognizing the need to expand the Nation’s educational 
efforts into new fields, believed that this amendment to the Vocational 
Education Act should be presented in a separate bill. Nevertheless, 
H. R. 13241 can be considered as a companion to the National Defense 
Education Act. 

The committee is convinced that, if we are to compete successfull 
with other nations in this scientific and technical age, we must fill 
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the tremendous need for trained technical personnel who are required 
to carry forward the fruits of our programs of research and develop- 
ment. We have been informed that the Russians are training a large 
number of skilled technicians in addition to a large number of scien- 
tists and engineers. In the launching of a missile relatively few 
scientists and a large number of highly trained technicians are used. 

The weaknesses in our own defense structure caused by such short- 
ages became obvious during World War II and the Korean conflict. 
The military services find it necessary to maintain elaborate programs 
to provide vocational and technical training to young men and women 
in uniform. Our experience with the Smith-Hughes and George- 
Barden Acts has demonstrated that this type of training can be under- 
taken at less expense to the Nation when carried on by the States and 
and local communities, with minimum assistance and encouragement 
from the Federal Government. 

This legislation provides for the extension of the Smith-Hughes and 
George-Barden programs to provide for the training of personnel in 
fields necessary for the national defense and to reach localities which 
are not now adequately served. Since these programs.are already in 
existence in some areas, such an extension could have an immediate 
and stimulating effect: (1) In the training of technicians so that engi- 
neers can be relieved of many of the nonprofessional functions they 
now perform, (2) to enable technicians to keep abreast with rapid 
technological and scientific advances, and (3) to assist people in rural 
areas in making the transition to employment in newly established 
industries essential to the national defense. 


SUMMARY OF PROVISIONS 


The bill, H. R. 13241, amends the George-Barden Act by adding a 
new title III to it. Under this new title, $10 million is authorized to 
be appropriated each fiscal year to allow States and local areas to 
conduct less-than-college-grade courses designed to fit individuals for 
useful employment as technicians and skilled workers in occupations 
requiring scientific or technical knowledge. The recipients of such 
training must either have completed junior high school or be ait least. 
16 years of age and reasonably expected to profit from the instruction 


SECTION-BY-SECTION DESCRIPTION OF BILL 


Section 1—Statement of findings and purpose 

It is the opinion of Congress that the excellent programs carried on 
by the States with the assistance of the Smith-Hughes Act and the 
Vocational Education Act of 1946 need to be extended to provide 
vocational education for areas inadequately served and to meet na- 
tional defense requirements for persons skilled in fields affected by 
scientific and technological developments. This title is designed to 
provide assistance to the States so that they may improve and expand 
their vo ational education programs through area vocational educa- 
tion programs; approved by State boards as providing vocational and 
related te hnical training and retraining for youths, adults, and older 
persons, including related instruction for apprentices, designed to 
fit them for useful e nployment as technicians or skilled workers in 
scientific and technical fields. 
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Section 2—-Amendment to Vocational Education Act of 1946 
This section amends the Vocational Education Act of 1946 (the 


George-Barden Act) by adding a new title: “Title I1I—Area Voca- 
tional Education Programs.”’ 


Section 8301—Authorization of appropriations 


This section authorizes appropriation of $10 million annually 
beginning with the present fiscal year. 


Section 302—Allotments to States 


The amounts appropriated are to be allotted to the States in the 
same ratio as the total amounts allotted under title I of the Voca- 
tional Education Acts of 1946, the act of March 18, 1950, and section 9 
of the act of August 1, 1956. 

The amounts allotted to a State, but not required by it (according 
to its certification), would be available for reallotment to other States. 


Section 303—Payments to States 


The payments shall be made on the condition that the State will 
match the grants on a 50-50 basis and that the amounts granted will 
not be used to reduce State or local funds used for vocational educa- 
tion programs under the Smith-Hughes and George-Barden Acts, 
although State and local funds under those laws in excess of what is 
needed for 50-50 matching could be used to match the new Federal 
funds. 

This section provides payments to the States on the basis of esti- 
mates, with necessary adjustments for overpayments or underpay- 
ments in previous periods, on a quarterly basis or any other period 
prescribed by the Commissioner. The payments could be made in 
installments determined by the Commissioner. 


Section 304—Use of funds 


Amounts allotted under this title could be used for administration, 
supervision and teacher-training expenses; for salaries and travel ex- 
penses for school personnel for travel expenses for advisory committees; 
for purchase and rental of instructional equipment (and maintenance 
and repairs thereof) and purchase of instructional supplies and teach- 
ing aids; for transportation of students; for securing necessary educa- 
tional information for development of programs; for trairing and 
work experience for out-of-school youth; for related instruction for 
apprentices; and for determining the need for and planning of the 
programs. 

Any equipment obtained by the use of the allotted funds would 
become State property. 

Section 305—Additional State plan requirements 

In order for a State to qualify for assistance under this title, its 
State plan must be amended to— 

(1) designate the State board as the sole agency for the plan’s 
administration or provide for the supervision of its administration 
by State or local educational agencies; 

(2) set up minimum qualifications for persons having responsi- 
bilities under the plan; 

(3) outline specific plans, policies and methods for carrying out 
the State plan; 
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(4) provide for proper accounting and budgeting methods and 

provide for the making of necessary reports to the Commissioner. 

Any plan meeting these requirements would be approved by the 
Commissioner. 

If the Commissioner subsequently finds the State has failed to 
comply substantially with the above requirements in administration 
of the plan or because of a change in State plan, he shall, upon notifying 
the State board, stop further payments or limit such payments to 
parts of the plan not affected by such failure until such time as the 
State has complied with the requirements. Such action may only 
be taken after notice and opportunity for hearing has been accorded 
the State board. 

The State may appeal the Commissioner’s decision to the United 
States court of appeals. The summons and the notice of appeal may 
be served at any place in the United States. The findings of fact of 
the Commissioner are conclusive unless substantially contrary to the 
weight of evidence; but the court, for good cause shown, may remand 
the case to the Commissioner for further evidence to be taken. The 
court would have jurisdiction to affirm or set aside the decision in 
whole or in part. The judgment of the court of appeals would be 
subject to review by the Supreme Court of the United States. 


Section 306—Appropriations for administration 
This section authorizes the inclusion in the appropriations of the 


Department of Health, Education, and Welfare of such sums as shall 
be necessary to administer this new title of the George-Barden Act. 


Section 307—Definitions 


This section provides definitions of the terms listed below to be 
used for the purposes of the new title. 

(1) The term “State” includes Alaska, Hawaii, the Virgin Islands, 
Puerto Rico, the District of Columbia, and Guam. 

(2) The term ‘Commissioner’ means the Commissioner of Educa- 
tion. 

(3) The terms “State plan’ and “State board” have the same 
meaning which said terms have in the act approved February 23, 
1917 (39 Stat. 929, ch. 114). 

(4) The term ‘area vocational education program’’ means a pro- 
gram consisting of one or more less-than-college-grade courses con- 
ducted under public supervision and control and on an organized, 
systematic class basis, which is designed to fit individuals for useful 
employment as technicians or skilled workers in recognized occupa- 
tions requiring scientific or technical knowledge, and which is made 
available to residents of the State or an area thereof designated and 
approved by the State board, who either have completed junior high 
school or, regardless of their school credits, are at least 16 years of 
age and can reasonably be expected to profit by the instruction 
offered. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 
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VOCATIONAL EDUCATIONAL ACT OF 1946 


TITLE I—VOCATIONAL EDUCATION IN AGRICULTURE, 
HOME ECONOMICS, TRADES AND INDUSTRY, AND 
DISTRIBUTIVE OCCUPATIONS 


* * * * * * * 


TITLE II—VOCATIONAL EDUCATION IN PRACTICAL 
NURSE TRAINING 


* * * * * * * 
TITLE III—AREA VOCATIONAL EDUCATION PROGRAMS 
AUTHORIZATION OF APPROPRIATIONS 
Sec. 301. There is authorized to be appropriated for each fiscal year, 
beginning with the fiscal year ending June 30, 1959, $10,000,000 for area 


vocational education programs, to be apportioned for expenditure in the 
States as provided in section 302. 


ALLOTMENTS TO STATES 


Sec. 302. (a) From the sums appropriated for any fiscal year pursuant 
to section 301, each State shall be entitled to an allotment of an amount 
bearing the same ratio to such sums as the total of the amounts apportioned 
under title I of this Act, under the Act of March 18, 1950 (20 U.S. C., 


secs. 31-33), and under section 9 of the Act of August 1, 1956 (20 U.S. C., 
34), to such State for such year bears to the total of the amounts so appor- 
tioned to all the States for such year. 

(b) The amount of any allotment to a State under subsection (a) for 
any fiscal year which the State certifies to the Commissioner will not be 
required for carrying out area vocational education programs (under the 
part of the State plan meeting the requirements of section 305) shall be 
available for reallotment from time to time, on such dates as the Com- 
missioner may fix, to other States in proportion to the original allotments 
to such States under subsection (a) for such year. Any amount so re- 
allotted to a State shall be deemed part of its allotment under subsection (a). 


PAYMENTS TO STATES 


Sec. 308. (a) Any amount paid to a State from its allotment under 
section 302 for any fiscal year shall be paid on condition— 

(1) that there shall be spent an equal amount in State or local 
funds, or both, for area vocational education programs operated 
under the provisions of this title; and 

(2) that there shall be spent in State or local funds, or both, for 
vocational education programs operated under the provisions of the 
Smith-Hughes Vocational Education Act and titles I and IT of this 
Act not less than one-fitth of the total of such funds spent for such 
purposes and reported to the Commissioner for the five-year period 
beginning July 1, 1953, and ending June 30, 1958. 

(6) The Commissioner shall, prior to the beginning of each calendar 
quarter or other period prescribed by him, estimate the amount to be paid 
to each State for area vocational education programs under this title for 
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such period; and shall pay to the State, from the allotment available 
therefor, the amount so estimated by him ‘for such period, reduced or 
increased, as the case may be, by any sum (not previously adjusted under 
this subsection) by which he finds that his estimate of the amount to be 
paid to the State for any prior period for such purpose under this title was 
greater or less than the amount which should have been paid to the State 
for such prior period under this title for such purpose. Such payments 
shall be made in such installments as the Commissioner may determine. 


USE OF FUNDS 


Sec. 804. Funds paid to a State under this title for area vocational 
education programs may be used, in carrying out such programs (under 
the part of the State plan meeting the requirements of section 305), for— 

(a) maintenance of adequate programs of administration, super- 
vision, and teacher training; 

(b) salaries and necessary travel expenses of State or local school 
personnel, including teachers, coordinators, supervisors, vocational 
guidance counselors, teacher-trainers, directors, administrators, and 
others; 

(ce) travel expenses of members of advisory committees or State 
boards; 

(d) purchase, rental, or other acquisition, and maintenance and 
repair, of instructional equipment; 

(e) purchase of instructional supplies and teaching aids; 

(f) necessary costs of transportation of students; 

(g) securing necessary educational information and data as a 
basis for the proper development of area vocational education programs 
and programs of vocational guidance; 

(h) training and work-experience training programs for out-of- 
school youths; 

(i) related instruction for apprentices; and 

(j) determining the need for, and planning and developing, area 
vocational education programs. 


ADDITIONAL STATE PLAN REQUIREMENTS 


Sec. 305. (a) To be eligible to participate in this title the State plan 
must be amended to include a new part which— 

(1) designates the State board as the sole agency for administration 
of such part of the plan (or for the supervision of the administration 
ther cof by local educational agencies); 

(2) provides minimum qualifications for teachers, teacher- 
trai ners, supervisors, and directors; 

(3) shows the plans, policies, and methods to be followed in 
carrying out such part of the State plan; 

(4) provides such accounting, budgeting, and other fiscal methods 
and procedures as are necessary for the proper and efficient adminis- 
tration of such part of the State plan; and 

(5) provides that the State board will make such reports to the 
Commissioner, in such form and containing such information, as 
are reasonably necessary to enable the Commissioner to perform his 
functions under this title. 
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(6) The Commissioner shall approve a part of any plan for purposes 
of this title if he finds that it fulfills the conditions specified in subsection 
(a) of this section. 

(c) Whenever the Comm issioner, after reasonable notice and opportu- 
nity for hearing to the State board, finds that— 

(1) the part of the State plan approved under subsection (b) has 
been so changed that it no longer complies with any provision re- 
quired by subsection (a) of this section to be included in such part; or 

(2) in the administration of such part of the plan there is a Failure 
to comply substantiall y with any such provision; 

the Commissioner shall notify such State board that no Surther payments 
will be made to the State from its allotments under section 302 (or, in his 
discretion, that further payments will not be made to the State for projects 
under or portions of such part of the State plan affected by such failure), 
until he is satisfied that there is no longer an y such failure. Until he 18 80 
satisfied the Commissioner shail make no further payments to such 
State from its allotments under section 302 lor shall limit payments to 
projects under or portions of such part of the State plan in, which there is 
no such JSailure ), 

(d) (1) Tf an y State is dissatisfied with the Commissioner’ s action 
under subsection (c) of this section, such State may appeal to the T nited 
States court of appeals Sor the cireuit in which such State is located. 
Lhe summons and notice of appeal may be served at any place in the 
United States. The ( ommissioner shall Sorthwith certify and file in 
the court the transcript of the proceedings and the record on which he 
based his action. 

(2) The Jindings of fact by the Comm issioner, unless substantially 
contrary to the weight of the evidence, shall be conclusive; but the court, 
for good cause shown, may remand the case to the Commissioner to take 
further evidence. and the Commissioner may thereupon make new or 
modi fie d findings of fact and may modify his previous action, and shall 
certify to the court the transcript and record of the further proceedings. 
Such new or modified findings of fact shall likewise he conclusive unless 
substantially contrary to the we ight of the evidence. 

(3) The court shall hav. jurisdiction to affirm the action of the Com- 
missioner or to set it aside, in whole or in part. The judgment of the 
court shall be subject to review by the Supreme ¢ ourt of the United States 
upon certiorari or rtification as provided in title 28, United States Code, 


N¢ ction 125 eo 


APPROPRIATIONS FOR A DMINISTRA TION 


SEC. 306. There are hereby authorized to be included for each fiscal 
year in the appropriations for the Department of Health, Education, and 
Welfare such s UMS a8 are nece Ssary to administer the provisions of this 
tithe : 


DEFINITIONS 


SEC. 807. For purposes of this title 

(@) The term “State? includes Alaska. Hawaii, the Virgin Islands, 
Puerto Rico, thi District of Columbia, and Guam. 

(6) The term “Comm issioner”” means the Commissioner of 
Education. 

(c) The term “State plan” and “State board’? shall have the mean- 
ing which said terms have in the Act approved February 23, 1917 
(39 Stat. 929. ch. 114). 
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(d) The term “area vocational education program” means a pro- 
gram consisting of one or more less-than-college-grade courses con- 
ducted under public supervision and control and on an organized, 
systematic class basis, which is designed to fit individuals for useful 
employment in recognized occupations, and which is made available 
to residents, of the State or an area thereof designated and approved 
by the Staie board, who either have completed junior high school or, 
regardless of their school credits, are at least sixteen years of age and 
can reasonably be expected to profit by the instruction offered. 


O 
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MIMAZED STATES OF AMERICA 


851TH CoNGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2650 


STATE PARTICIPATION. IN FEED AND SEED DISASTER 
RELIEF 


Avaust 15, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Coo.ry, from the Committee on Agriculture, submiggegl thes. . ¥ 
following OF MICHIGAN 


Cc . 
REPORT SEP « 


[To accompany 8. 304] READING ROOM 


The Committee on Agriculture, to whom was referred the bill 
(S. 304) to provide for a specific contribution by State governments 
to the cost of feed or seed furnished to farmers, ranchers, or stockmen 
in disaster areas, and for other purposes, having considered the same, 
— favorably thereon with amendments and recommend that the 
bill do pass. 


The amendments are as follows: 

Page 1, line 3, following the words “notwithstanding any other 
provision of law,” insert “after June 30, 1959,”’. 

Page 2, line 4, strike out “not less than 25 nor more than 50,” 
and insert “not in excess of 10 per centum,”’. 


PURPOSE 


The purpose of this bill is to require that, beginning July 1, 1959, 
the States must assume part of the cost of feed for livestock or seed 
for planting which is furnished pursuant to the various laws providing 
for disaster relief and assistance on the part of the Federal Government. 


NEED FOR THE LEGISLATION 


Enactment of legislation such as the bill herewith reported was 
recommended by the President in his message to Congress on March 
5, 1957, by the House Committee on Appropriations in House Report 
No. 24 on February 1, 1957, and by the Department of Agriculture in 
an executive communication to the President of the Senate and the 
Speaker of the House dated March 5, 1957. All these recommenda- 
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tions, and the recommendation of this committee that this bill be 
enacted, arise from a feeling that greater participation by the various 
States in disaster-relief programs within such States is not only equit- 
able but will lead to more orderly operation and administration of 
such programs. 


2 STATE PARTICIPATION IN FEED AND SEED DISASTER, REYIPF 
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COST 


The bill reported herewith would reduce the cost of disaster feed 
and seed programs to the Federal Government inasmuch as the State 
in which the program is being carried out would be required to pay 
up to 10 percent of the cost of such program, in addition to such admin- 
istrative costs as might be assumed by the State. 


COMMITTEE AMENDMENTS 


The committee amendments (1) make the new policy effective at 
the beginning of the next fiscal year and (2) place the maximum finan- 
cial participation which the Secretary may require at 10 percent of the 
cost of the program, rather than at such figure between 25 and 50 
percent as the Secretary might determine, which was contained in the 
Senate: bul. 

MEANING OF EQUITABLE 


The bill provides that the amount of State participation shall be 
set at such percentage * * * as the Secretary shall determine to be 
“equitable” of the cost of the program. In some States the legisla- 
tures will not meet again prior to the effective date of this proposed 
act and in such States there may or may not be existing authority for 
the State to participate financially in this program. Where there is 
no such existing authority, it is the understanding of the committee 
that it would not be equitable, within the meaning of the word as 
used in this bill, for the Secretary to require any financial participation 
on the part of the State until the State had adequate opportunity to 
authorize such participation. 


? 


ESTABLISHMENT OF PRINCIPLE 


The committee has placed the extent of State participation in the 
cost of these programs at a definite figure, instead of at a variable 
figure as provided in the Senate bill, because it feels that it is more 
equitable that the same degree of participation be applied to each 
State, in the absence of important factors which would definitely make 
such participation inequitable. It believes it is more important that 
the principle of State participation in these programs be established 
than that the Federal Government should, at this time, seek to impose 
any large part of the cost of such relief programs on the States. 


DEPARTMENTAL APPROVAL 


Enactment of this legislation was recommended by the Department 
of Agriculture in an executive communication to the Speaker of the 
House of Representatives and the President of the Senate. Following 
is the text of the letter to the President of the Senate. An identical 
letter was received by the Speaker of the House and referred to the 
Committee on Agriculture. 
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DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 5, 1957. 
The honorable the PRESIDENT OF THE SENATE, 
United States Senate. 

Dear Mr. Presipent: There is submitted for the consideration of 
the Congress the attached draft of bill which would form the basis 
for further cooperative undertaking between the Federal Government 
and the governments of the respective States in extending necessary 
assistance to farmers, ranchers, and stockmen in connection with 
major disasters affecting agricultural production. 

The proposed bill provides that, in connection with any major 
disaster, assistance furnished by the Secretary of Agriculture under 
the authority of section 2 (d) of the act of April 6, 1949 (Public Law 
38, 67 Stat. 149), or section 301 of Public Law 480 (68 Stat. 458), 
should be made available only where State governments provide funds 
for at least one-fourth of the cost of such assistance, other than the 
cost paid for by farmers, ranchers, or stockmen. ‘The bill provides, 
however, that the President may waive or modify this requirement 
when Congress is not in session, if in his judgment a national emer- 
gency or the magnitude or severity of the disaster require greater 
Federal participation in protection of the national interests. The 
Secretary would be directed to provide by regulations for participa- 
tion in the planning and local administration of such programs by 
the States or their agencies. 

This Department has undertaken under section 2 (d) of Public 
Law 38, as amended, supplemented by funds made available under 
the act of September 30, 1950 (Public Law 875, 64 Stat. 1104), as 
amended, to furnish assistance to farmers and ranchers in procuring 
hay and roughage for basic herds of livestock in areas affected by 
major disasters. Public Law 875 provides for the designation of major 
disaster areas by the President upon the requests of the Governors of 
the States and representations to the President by the Governors as 
to the amount of assistance made available by the States and local 
governments in connection with the occurrence of the disaster. The 
surplus stocks of the Commodity Credit Corporation have been made 
available to farmers and ranchers in affected areas at a price sub- 
stantially below the cost to the Government. 

In the past, only a few States have contributed anything to the cost 
of these programs other than a very limited participation in local 
administration. The aggregate of State participation over the past 
several years has been less than 1 percent of the total cost. Under 
the present circumstances, it is inequitable to have the Federal Gov- 
ernment carry the entire cost in most States when only a few States 
have been willing to use their own resources to defray part of the cost. 

In an effort to make assistance under these authorities more effec- 
tive, we are convinced, from our past experience, that the State and 
local governments should have a much greater part in the administra- 
tion and operation of these emergency feed programs. There have 
been many abuses of the Federal programs which State participation 
in the cost and administration should help greatly in eliminating. 
Participation by the State should, to a much greater extent than has 
been true in the past, utilize the resources of the State and local 
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governments in conjunction with the assistance furnished by the 
Federal Government. Because of their proximity to the problem, 
State and local agencies are far better equipped to ascertain the need 
of and the persons who should receive assistance. 

This bill would require no additional appropriations at this time 
and should, if enacted, reduce the future demand on Federal funds 
for such assistance. 

The enactment of this legislation is recommended. 

The Bureau of the Budget advises that the enactment of this 
proposed legislation would be m accord with the pregram of the 
President. 

Sincerely yours, 


E. T. Benson, Secretary. 


O 
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Aucust 15, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Roprno, from the Committee on the Judiciary, submitted the 
tollowing 


REPORT 


[To accompany H. R. 13676] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 13676) to repeal section 791 of title 18 of the United States 
Code so as to extend the application of chapter 37 of title 18, relating 
to espionage and censorsbip, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of the proposed legislation is to extend the application 
of chapter 37 of title 18, United States Code, relating to espionage 
and censorship, to acts committed anywhere in the work by repealing 
section 791 of that title. That section now provides that the provisions 
of chapter 37 shall apply only within the admiralty and maritime 
jurisdiction of the United States, on the high seas, and within the 
United States. 

STATEMENT 


The limitation upon the application of existing espionage laws to 
acts committed either in the United States, on the high seas, or 
within the admiralty and maritime jurisdiction of the United States 
has prevented prosecution of acts of espionage committed against the 
United States in foreign countries. The committee has found no 
justification for such a limitation. On the other hand it believes 
that it is imperative that the laws of this Nation protect it from 
acts of espionage committed abroad as well as at home. 

To give our criminal laws such extraterritorial effect is not novel. 
In the case of United States v. Bowman (260 U. S. 94) the Supreme 
Court held that citizens of the United States while in a foreign country 
were subject to penal laws enacted to protect the United States and its 
property. Crimes against the United States committed abroad are 
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triable, under section 3238 of title 18, United States Code, in the 
district where the offender is found, or into which he is first brought. 


DEPARTMENT VIEWS 


This legislation is sponsored by the Department of Justice and 
there follows its communication to the Speaker of the House of 
Representatives suggesting this bill. 


Orrice OF THE ATTORNEY GENERAL, 
Washington, D. C., July 29, 1958. 
The SPEAKER, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: Chapter 37 of title 18, United States Code, is 
entitled ‘‘Espionage and Censorship.” It consists of a number of 
sections prohibiting certain acts prejudicial to the national security. 
The first section in the chapter, section 791, provides that the chapter 
“shall apply within the admiralty and maritime jurisdiction of the 
United States and on the high seas as well as within the United States.” 
This embraces the United States and American vessels on the high seas 
or on navigable waters within the territorial jurisdiction of toreign 
sovereigns. 

Because espionage knows no geographical boundaries, because 
United States military and civilian personnel are distributed widely 
about the globe, and because it is unreasonable to limit the Govern- 
ment’s ability to protect itself against acts of espionage on the basis of 
the place where such acts are committed, the Eisscmteneat of Justice 
recommends the repeal of section 791. By the repeal of this section 
chapter 37 will be given extraterritorial effect within the rule expressed 
in United States v. Bowman (260 U.S. 94), that acts which are directly 
injurious to the Government and may be perpetrated without regard 
to locale are punishable when committed by citizens either at home or 
abroad. Espionage is such an offense. 

We would appreciate the appropriate reference of this proposed 
legislation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this recommendation, 

Sincerely, 
Wituram P. Rocerrs, 
Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italic: 

TrrLe 18, Unrrep Srates Cop 


7 * * 
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CHAPTER 37—-ESPIONAGE AND CENSORSHIP 


Sec. 
(791. Scope of chapter.] 

« - * 
[§ 791. Scope of chapter 


[This chapter shall apply within the admiralty and maritime 
jurisdiction of the United States and on the high seas, as well as 
within the United States.J 
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REGULATING THE INTERSTATE TRANSPORTATION OF 
LOBSTERS 


Auaust 15, 1958.—-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


.U 
Mr. Harris, from the Committee on Interstate and Foreige’ M ERs 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 2445] 


M. 
READina/N 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 2445) to regulate the interstate transportation 
of lobsters, and to define the term “lobster” for the purpose of the 
Federal Food, Drug, and Cosmetic Act, having siiheideee the same, 
report favorably thereon with amendments and recommend that the 
bill do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert the following: 


That when used in this Act the term— 

(1) “Lobster” shall mean one of that species of decapod crustaceans of the 
genus Homarus known as Homarus americanus which is found in the Atlantic 
waters contiguous to the North American coast line from the vicinity of Henley 
Harbor, Laborador, on the north, to the'vicinity of Cape Hatteras, North Carolina, 
on the south, and is distinguished from others in having twenty pairs of gills; and 
in having its first three pairs of legs terminating in chelae, or pincers, the first pair 
of which are large and massive; and 

(2) ‘‘Person”’ includes a company, partnership, corporation, association, and 
common carrier. 

Sec. 2. It shall be unlawful for any person to deliver or knowingly receive for 
transportation, or knowingly to transport, by any means whatsoever, from any 
foreign country to any State, Territory, or the District of Columbia, or from any 
State, Territory, or the District of Columbia, to or through any other State, 
Territory, or the District of Columbia, or to or through any foreign country, any 
lobster, if (1) such transportation is contrary to the law of the State, Territory, 
or the District of Columbia from which such lobster is or is to be transported, 
or is contrary to other applicable law, or (2) such lobster has been either caught, 

_killed, taken, sold, purchased, possessed, or transported, at any time, contrary 
to the law of the State, Territory, or the District of Columbia in which it was 
caught, killed, taken, sold, purchased, or possessed, or from which it was trans- 
ported or contrary to other applicable law, or (3) such lobster is less than three 
and one-sixteenth inches measured from the rear end of the eye socket along a 
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line parallel to the center line of the body shell to the rear end of such body 
shell; and no person shall knowingly purchase or receive any such lobster which 
has been transported in violation of the provisions of this Act; nor shall any 
person receiving any shipment of lobster transported in interstate commerce 
make any false record or render a false account of the contents of such shipment. 

Sec. 3. Any package or container containing lobster transported or delivered 
for transportation in interstate commerce shall be clearly and conspicuously 
marked on the outside thereof with the name “lobster’’ and the names and 
addresses of the shipper and consignee. 

Sec. 4. Any lobster transported into any State, Territory, or the District of 
Columbia for use, consumption, sale, or storage therein shall upon arrival in such 
State, Territory, or the District of Columbia be subject to the operation and effeet 
of the laws of such State, Territory, or the District of Columbia to the same 
extent and in the same manner as though such lobster had been produced in such 
State, Territory, or the District of Columbia, and shall not be exempt therefrom 
by reason of being introduced therein in an original package or otherwise. 

Sec. 5. The Secretary of the Interior is authorized (1) to make such expendi- 
tures, including expenditures for personal services at the seat of government and 
elsewhere, and for cooperation with local, State, and Federal authorities, including 
the issuance of publications, and necessary investigations, as may be necessary 
to execute the functions imposed upon him by this Act and as may & provided for 
by Congress from time to time; and (2) to make such regulations as he deems 
necessary to carry out the purposes of this Act. Any person violating any such 
regulation shall be deemed guilty of a violation of this Act. 

Sxc. 6. (a) Any employee of the Department of the Interior authorized by the 
Secretary of the Interior to enforce the provisions of this Act (1) shall have power, 
without warrant, to arrest any person committing in the presence of such em- 
ployee a violation of this Act or any regulation made in pursuance of this Act, 
and to take such person immediately for examination or trial before an officer or 
court of competent jurisdiction; (2) shall have power to execute any warrants or 
other process issued by an officer or court of competent jurisdiction to enforce 
the provisions of this Act or regulations made in pursuance thereof; and (3) shall 
have authority with a search warrant issued by an officer or court of competent 
jurisdiction, to make search in accordance with the terms of such warrant. Any 
judge of a court established under the laws of the United States, or any United 
States commissioner may, within his respective jurisdiction, upon proper oath or 
affirmation showing probable cause, issue warrants in all such cases. 

(b) Any lobster delivered for transportation or which has been transported, 
purchased, received, or which is being transported, in violation of this Act, or any 
regulations made pursuant thereto, shall, when found by such employee or by 
any marshal.or deputy marshal, be summarily seized by him and placed in the 
custody of such persons as the Secretary of the Interior shall by regulations pre- 
scribe, and shall, as a part of the penalty and in addition to any fine or imprison- 
ment imposed under section 7 of this Act, be forfeited by such court to the United 
States upon conviction of the offender under this Act, or upon judgment of the 
court that the same was transported, delivered, purchased, or received in viola- 
tion of this Act or regulations made pursuant thereo. 

Sec. 7. In addition to any forfeiture herein provided, any person who shall 
violate any of the provisions of this Act shall, upon conviction thereof, be punished 
by a fine of not exceeding $200, or imprisonment for a term of not more than three 
months,.or by both such fine and imprisonment, in the discretion of the court. 

Sec. 8. Nothing in this Act shall be construed to prevent the several States 
and Territories from making or enforcing laws or regulations not inconsistent 
with the provisions of this Act, or from making or enforcing laws or regulations 
which shall give further protection to lobsters. 

Amend the title so as to read: 

A bill to regulate the interstate transportation of lobsters. 


PURPOSE OF THE BILL 


This legislation as reported would impose a minimum size on 
lobsters which may be shipped in interstate commerce or imported 
into the United States from foreign countries. The bill is designed 
to assist lobster fishermen in meeting’ unfair foreign competition and 
to assist the various States in enforcing their own laws relating to 
lobster fishing. 
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As introduced, the bill contained two titles. Title IJ, which en- 
countered opposition, was stricken by an amendment adopted by the 
committee. 

Title I of the bill as introduced would apply to North Atlantic 
lobsters, commonly known as Maine lobsters, provisions relative to 
shipments in interstate commerce that have been in effect for several 
years with regard to fish under the Black Bass Act. In essence, this 
means that if the lobsters were illegal under the laws of the State 
where the shipment originated, the shipment itself would be illegal. 
Practically every lobster-producing State has a minimum size limit on 
lobsters which may be taken or possessed within the State. The 
justification for regulating the minimum size of lobsters stems from 

oth conservation and economic factors. In the absence of State 
law governing the size of lobsters, the bill would establish a minimum 
size of 3%. inches (the smallest size under existing State laws) meas- 
ured along the center of the body shell. The legislation would also 
make illegal the importing from a foreign nation of lobsters that would 
be illegal under the laws of the State into which they are imported, 
or in the absence of State laws lobsters less than the mimimum ‘size 
established by the bill. 

The bill differs from the Black Bass Act in two significant respects. 
First, it is somewhat broader because, in addition to barring shipments 
in interstate commerce, it would prohibit imports of lobsters that are 
ulegal under the laws of the State involved or under the terms of the 
bill, if there is no State law. 


EXPLANATION OF TITLE I 


Title I of the bill would make it unlawful for any person to deliver 
or knowingly receive for transportation, or to Cana transport, 
by any means whatsoever, from any foreign country to the United 
States, or from any State, Territory, or the District of Columbia, to 
or through any other State, Territory or the District of Columbia, or 
to or through any foreign country, any lobster if (1) such transporta- 
tion is contrary to the law of the political subdivision from which the 
lobster is to be transported or (2) if such lobster had been acquired, 
sold or purchased, possessed, or transported at any time contrary to 
the law of the political subdivision in which such act had taken place 
or (3) if such eiebes is less than 3%— inches when measured in the 
manner described by the bill. The bill also prohibits the knowing 
receipt or purchase of lobsters transported in violation of title I and 
specifically prohibits the making or rendering of a false record or 
account of the contents of any such shipment. 

The term “‘lobster’’ is restricted to the species of decapod crustaceans 
of the genus Homarus found in the Atlantic waters contiguous to the 
North American coastline from Labrador to the vicinity of Cape 
Hatteras, N.C. There is a further descriptive defintion of the term 
“lobster’’ in the bill. 

The bill requires that all packages containing lobsters transported 
in interstate commerce be clearly labeled, and makes such lobsters 
subject to the laws of the State, Territory, or District of Columbia, 
into which they are transported whether or not they are introduced in 
the original container. 

The Secretary of the Interior is given the responsibility for the en- 
forcement of this title. He is, accordingly, authorized to make the 
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necessary expenditures and issue the regulations necessary for such 
enforcement. Any employee of the Department of Interior authorized 
by the Secretary of Interior to enforce the provisions of title I is given 
the powers to arrest, without warrant, any person committing a viola- 
tion of this title in his presence, to execute warrants or other process 
issued by an officer or court of competent jurisdiction, and to make a 
search in accordance with the terms of a warrant duly issued for that 
purpose. Any Federal judge or United States commissioner may, 
within his respective jurisdiction, issue warrants in such cases. 

There is also provision for the seizure of lobsters which have been 
transported, purchased, or received in violation of title I or any regula- 
tions promulgated thereunder. Upon the conviction of the offender 
under the criminal provisions of the title, or upon indepen of the 
court that the subject matter was transported, delivered, purchased, 
or received in olation of it or regulations issued thereunder, the 
lobsters are subject to forfeiture. 

A violator, in addition to the forfeiture provisions, is subject to a 
fine of not exceeding $200, or imprisonment for a term of not more 
than 3 months, or both. 


SUBCOMMITTEE HEARINGS 


Hearings were held by the Subcommittee on Health and Science on 
March 29, 1957, when testimony in support of the legislation was 
received from Hon. Robert Hale, author of H. R. 2445; Hon. Clifford 
G. McIntire, author of H. R. 2464, a companion bill; and Hon. Frank 
M. Coffin, author of H. R. 3023, a companion bill. 


RESTRICTIONS IN IMPORTS 


Objections were raised by agencies of the executive branch to title I 
of the bill on the grounds that the imposition of size limitations on 
imports would place undesirable trade restrictions on lobsters imported 
into the United States, especially from Canada. 

Under our tariff laws, North Atlantic lobsters enter the United 
States free of any limitation. Following is a table showing imports, 
by years, of this lobster. 


Supply of fresh and frozen northern lobsters, various years 






































[Thousands of pounds] 
United States catch Imports 
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te , 300 5, 815 28, 115 55 22, 610 45 50, 725 
i tl ion Sob oi a5s. 21, 668 | 5, 813 27, 481 55 22, 468 45 49, 949 
ine El etn hin an 22, 718 | 6, 236 28, 954 56 22, 962 44 51, 916 
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Another aspect relating to imports is that half of the total annual 
unports enter the United States uring the second quarter of each year, 
so there is a large quantity of imported lobsters reaching the market 
at a price getierally 5 to 10 cents a pound below the going price at the 
time our domestic production is on the upswing. e summer 
months are the best in terms of quantity lobster production for 
domestic fishermen, and it is during these summer months that the 
price-depressing effects of lobster imports will be felt most severely. 

The intent of H. R. 2445, as ordered reported, is to require North 
Atlantic lobster imports to meet the same standards which are imposed 
on domestic lobster fishermen, to insure that at least from the point 
of view of the product, our fishermen can compete on a fair and equal 
basis in our own markets. 

The amended bill would apply only to whole lobsters in the shell, 
and not to lobster meat in any other form. 


AGENCY REPORTS 


Reports of various agencies submitted to the committee follow: 


Unitep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 4, 1967. 
Hon. Orun Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. Harris: Reference is made to your request for a report 
on H. R. 2445, a bill to regulate the interstate transportation of 
lobsters, and to define the term “lobster” for the purpose of the 
Federal Food, Drug, and Cosmetic Act. 

We recommend that H. R. 2445 be not enacted. 

Title I of the measure follows very closely the language of the act of 
Congress which deals with interstate shipment of fish (16 U. 8. C. 
sec. 851) with one very important exception which will be noted 
later. That act provides for aid in certain cespects by the Federal 
Government in the enforcement of State conservation laws and regula- 
tions concerning fish. Thus the conservation objectives of this 
measure could easily be obtained by the changing of the phrase 
“black bass or other fish” to “black bass, other fish or lobster” in the 
statute referred to, together with a few minor additions. 

However, H. R. 2445 contains another provision which would 
appear to have no relation to the conservation problem in this country, 
namely, the prohibition of importing into this country from foreign 
countries lobsters less than 3. inches long. This is obviously no 
conservation measure but has rather to do with restrictions on a class 
of foreign imports. It should therefore be the subject of a separate 
legislative proposal, the enforcement of which, if enacted, should be 
given to the executive agency generally charged with such duties. 
Although it is apparent that the portion of the measure which involves 
import restrictions is one that can be better answered by the agencies 
concerned with the country’s foreign relations and tariff problems, it 
may not be amiss to bring to the attention of the committee the 
following excerpt from the President’s letter of January 10 to the 
chairman of the Senate Committee on Finance and the Committee on 
Ways and Means of the House of Representatives. It was there said: 
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‘‘As an aspect of national policy dedicated to fostering the security 
and economic growth of the United States, this Nation seeks to en- 
courage in all feasible ways the continued expansion of beneficial 
trade among the free nations of the world. In view of this policy 
I am, as I have said before, reluctant to impose a barrier to our trade 
with friendly nations unless such action is essential and clearly 
promising of positive, productive results to the benefit of the domestic 
industry in question.” 

The nations which would be adversely affected by the enactment 
of H. R. 2445 would be: Canada, Mexico, Cuba, the West Indian 
possessions of Great Britain and France, South Africa, New Zealand, 
and Australia, which ship large quantities of lobsters to the United 
States. In addition, 15 other nations have exported minor quantities 
of lobsters and spiny lobsters to the United States. 

Our information is that the demand by the consuming public of the 
United States for lobsters, spiny lobsters, and closely related crus- 
taceans, cannot be filled by either the domestic production of lobsters 
(Homarus Americanus) or by the imports of these lobsters from 
Canada. United States production of these lobsters in 1954. totaled 
27% million pounds while imports from Canada the same year 
amounted to about 22% million pounds, both based on round or whole 
weight. The United States production of spiny lobsters that year 
totaled over 2% million pounds, round weight. Imports of spiny 
lobsters were nearly 20 million pounds, mainly of the tail segments: 
When converted to round weight so as to be comparable to the data 
on New England production and imports from Canada, the round 
weight of spiny lobster imports would be equivalent to over 60 million 
pounds. ‘Thus, the domestic production of Homarus Americanus can 
supply less than one-fourth of the demand in the United States. 
When domestic production and imports of cooked lobster meat are 
considered, it is found that the domestic production can supply less 
than 25 percent of the demand which has been around 5 million 
pounds per year. 

Title Il of H. R. 2445 would require for purposes of the Federal 
Food, Drug, and Cosmetic Act, that the word ‘lobster’? be applied 
only to that species of lobster found in the Atlantic waters contiguous 
to the North American coastline from the vicinity of Henley Harbor, 
Labrador, on the north, to the vicinity of Cape Hatteras on the 
south. It also would prohibit inclusion of the words ‘‘in the common 
and usual name of similar species’”’ or in connection with the designa- 
tion of members of other families within the order, such as “rock 
lobster,” ‘‘spiny lobster,” or ‘‘red lobster.” 

Taxonomically, both the American and the spiny lobster belong to 
the order Decapoda, which group includes also the crabs, the shrimp 
and prawns, and the crayfish. This group is divided, however, so 
that the American lobster belongs to the family Homaridae (Nephro- 
sidae), the spiny lobster to a separate family, Palinuridae. Again, 
the American lobster (family Homaridae) is a closer relative to the 
fresh-water crayfish (family Astacidae) than is the spiny lobster 
(family Palinuridae), since the first two species eatiint are in the 
same subgroup or section (Astacura) while the latter is a separate 
section (Palinura). 

While the word “lobster” has been used for many years in connec- 
tion with the designation of the crustacean known as spiny or rock 
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lobster and in other designations of similar nature, the problem 
presented apparently has been recognized by both the Federal Trade 
Commission and the Food and rug Administration, Thus, the 
regulations and announcements of both of these agencies have stip- 
ulated at various times as far back as 1915 that when the term “lob- 
ster’’ is used for other than the genus homarus, it must be accompanied 
by a qualifying word such as “rock”’ or “spiny” in direct connection 
with that word and in type of equal size and prominence. . Whether 
this type of differentiation is all that is needed to avoid an ot 
of misleading the average consumer or whether title II of H, R, 2445 
is necessary to accomplish that. purpose is somewhat. difficult to 
determine. . 

We have been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Sincerely yours, 
Ross Lerruzr, 
Assistant Secretary of the Interior, 


Tue SECRETARY OF COMMERCE, 


Washington, June 7, 1957. 
Hon. Oren Harris, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatiwes, Washington, D. C. 
Dear Mr. Cuarrman: This letter is in reply to your request dated 
January 22, 1957, for the views of this Department with respect to 


H. R. 2445, a bill to regulate the interstate transportation of lobsters, 
and to define the term ‘lobster’ for the purpose of the Federal Food, 
Drug, and Cosmetic Act. 

If enacted, H. R. 2445 would restrict the use of the name “lobster” 
in commerce to that one species which is found in the Atlantic waters 
contiguous to the North American coastline from the vicinity of 
Henley Harbor, Labrador, to the vicinity of Cape Hatteras, N. C.; 
and it would prohibit the transportation from any foreign country to 
any State, Territory, or the District of Columbia of such lobster 
which is less than 3%. inches long by certain measurements. 

The Department of Commerce recommends against enactment of 
this proposed legislation. 

In addition to the species of lobster referred to above, the name 
‘lobster’ in commerce has been applied to such widely used species 
as rock lobster and spiny lobster, which are found in other geographical 
areas. These have been traditionally marketed as “lobsters” for at 
least 60 years, and we know of no sound reason for legislation changing 
this nomenclature. 

The size limitation which this legislation would impose upon im- 
ports of lobsters would, we fear, place undesirable trade restrictions 
on lobsters imported from Canada, from whom we buy 20 to 23 
million pounds annually. 

The probable annual domestic consumption of all types of lobsters 
is about 100 million pounds. The annual New England catch ap- 
proaches 28 million pounds, or about 28 percent of total consumption. 
We do not consider it to be in our best interests to consider inter- 
national and other trade restrictions against almost three-quarters of 
the supply for domestic consumption. 
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We have been advised by the Bureau of the Budget that there would 
be no objection to the submission of this report to your committee. 
Sincerely yours, 
StncLtarr WEEKS, 
Secretary of Commerce. 





DeparRTMENT OF HeattH, Epucation, anp WELFARE, 
July 21, 1968. 
Hon. Oren Harets, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuatrman: This letter is in response to your request for 
a report on H. R. 2445, a bill to regulate the interstate transportation 
of lobsters, and to define the term “lobster” for the purpose of the 
Federal Food, Drug, and Cosmetic Act. 

The bill consists of two titles. Title I, to be administered by the 
Secretary of the Interior, would (for the purposes of that title) define 
the term “lobster” as meaning the crustacean Homarus americanus. 
It would (1) in effect extend to such lobsters the provisions of certain 
Federal laws (16 U.S. C. 851 et seq.) regulating the interstate shipment 
of fish in aid of the enforcement of State conservation laws, and 
(2) probibit importation or interstate shipment of such lobsters if less 
than 3. inches long. On this part of the bill we defer to the views 
of other departments and agencies primarily concerned, in particular 
the Departments of Interior, State, and Commerce, though our 
comments on the definition of the term “‘lobster’’ as used in title I 
may also be of interest in connection with the definition in title I. 

Title IT (sec. 201) of the bill would, for the purposes of the Federal 
Food, Drug, and Cosmetic Act, also define the term “lobster.”’ This 
definition, which is similar to but an expansion of that set forth in 
title I, is very restrictive and would permit the word “‘lobster’’ to be 
used. only as the common and usual name of the crustacean Homarus 
americanus. It would prohibit use of the term ‘lobster,’ whether 
qualified or not, as a part of the common or usual name of any other 
species of the family Homaridae or other families of crustaceans. 
It would, therefore, prohibit the use of such terms as rock lobster, spiny 
lobster, and red lobster, in the marketing of crustaceans, other 
than Homarus americanus, which are presently commonly found on 
the market. 

We believe that the American consumer presently understands the 
term “lobster” in different senses, depending on whether it is qualified 
by some other term. When the term ‘lobster’ is not qualified he 
understands it to refer to the crustacean scientifically known as 
Homarus americanus (American lobster) ; and when the term ‘‘lobster’’ 
is preceded by some qualification (e. g. rock, spiny, etc.), he under- 
stands it to refer to a crustacean of some other genus, species, or family. 

This understanding is supported by the definition for lobster which 
appears in Webster’s New International Dictionary, Unabridged, 
second edition, 1955, which indicates that the term “lobster,’’ some- 
times qualified, is applied to Homarus vulgaris, Nephrops norvegicus, 
Palinurus vulgaris, Palinurus argus, and Palinurus lalandii in addition 
to Homarus americanus. Other authoritative references indicating 
accepted usage of such terms as rock lobster in referring to crustaceans 
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other than Homarus americanus are the Yearbook of Fisheries Statis- 
tics for the years 1952 and 1953, published by the Food and Agricul- 
tural Organization of the United Nations, and Marine Products of 
Commerce, by D. K. Tressler and J. M. Lemon, published by Rhein- 
hold Co. in 1951 (2d edition), both of which indicate that members 
of the genus Panulirus of the family Palinurus are commonly known 
by the consumer as spiny lobster or rock lobster. 

Implied acknowledgement that crustaceans other than Homarus 
americanus are entitled to be referred to as lobsters is found in a 
publication entitled ‘““The Story of the Maine Lobster,” published in 
July 1949, by the State of Maine, Department of Sea and Shore 
Fisheries. This publication states, “The Maine lobster of the family 
Nephropsidae is one of the world’s three true lobsters, the other two: 
H. vulgaris (European) and Nephrops norvegicus (Norwegian).” The 
present bill would not permit the use of the word “lobster” in the 
common or usual name of either H. ris or Nephrops norvegicus. 

Thus, the bill would require removal from everyday terminol 
of the common or usual name designations which the consuming public 
has come to accept for certain crustaceans. To deny the continued 
use of the term “lobster” with appropriate qualifying words as the 
common or usual name of any crustacean other than Homarus ameri- 
canus would undoubtedly result in consumer confusion and misunder- 
standing, and would necessitate the evolution of an entirely new 
netennalalnien for products which have gained acceptance and recog- 
nition among consumers under the designations the proposed legisla- 
tion proposes to ban. 

Any abuses in the labeling of crustaceans within the jurisdiction of 
the Federal Food, Drug, and Cosmetic Act, whereby through improper 
use of the word “lobster” the consumer is led to believe that he is 
purchasing Homarus americanus whereas in fact it is some other 
crustacean, can adequately be dealt with under present law. 

We therefore while deferring to the views of other interested 
departments with respect to title 1, recommend against enactment of 
title II of this bill. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
(Signed) E. L. Ricnarpson, 
Assistant Secretary. 





Executive OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGet, 
Washington, D. C., May 23, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, House Office Building, 
Washington, D. C. 

My Dear Mr. CuairMan: This will acknowledge your request of 
January 22, 1957 for the views of the Bureau of the Budget on H. R. 
2445, a bill “To regulate the interstate transportation of lobsters, 
and to define the term ‘lobster’ for the purpose of the Federal Food, 
Drug and Cosmetic Act.”’ 
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The Departments of State, Commerce, and Interior, in their reports 
on S. 237, which is identical to H. R. 2445, have raised important 
objections to this legislation. The Bureau of the Budget is in general 
agreement with the views of these agencies and recommends against 
enactment of H. R. 2445. 

Sincerely yours, 
(Signed) Percy Rappaport, 
Assistant Director. 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 


DEPOSITED BY 
UNITED STATES OF AMERICA 


85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2653 





CONSIDERATION OF S. 4036 


\uacust 15, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Smrra of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 689] 


The Committee on Rules, having had under consideration House 
Resolution 689, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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2d Session No. 2654 


85TH Coneress | HOUSE OF REPRESENTATIVES { REPORT 


CONSIDERATION OF H. R. 13523 
Aucust 15, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Situ of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 690] 


The Committee on Rules, having had under consideration House 
Resolution 690, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 


MAIN 
READING ROOM 








85TH CoNnGrREss HOUSE OF REPRESENTATIVES REPoRT 
2d Session No. 2655 


BOULDER CITY ACT OF 1958 


Avaust 15, 1958.—Ordered to be printed 


Mr. Aspinatt, from the committee of conference, submitigd, the, . , 
following OF MICHTGAR 


CONFERENCE REPORT SEP) 4953 


[To accompany H. R. 9147] READING 

The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 9147) to 
provide for the disposal of certain Federal property in the Boulder 
City area, to provide assistance in the establishment of a municipality 
incorporated under the laws of Nevada, and for other purposes, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with the following amendments: 

(1) The paragraph lettered “(ii)” in section 2 of the Senate amend- 
ment is relettered (7) and paragraphs ‘“‘(j)’’, “(k)’”’, “(1)”, “(m)” and 
‘‘(n)” are relettered respectively (k), (1), (m), (n), and (0). 

(2) Section 3 (d) of the Senate amendment is stricken and the 
following language inserted in lieu thereof: 

Sec. 3. (d) The appraised value of all property to be sold under 
subsections (b) (2 and (6) (2) of this section, and of all lots leased or 
to be leased by the United States for the purpose of maintaining, locating, 
or erecting permanent structures thereon, shall be determined by an ap- 
praiser or appraisers to be designated by the Administrator of Housing 
and Home Finance Agency at the request of the Secretary. Said ap- 
praisals shall be made promptly after the date of this Act, or immediately 
prior to the granting of any lease of lands not previously appraised, as 
the case may be. The representatwes of the Boulder City community, 
as determined by the Secretary, shall be granted an opportunity to offer 
advice in connection with such appraisals 

(3) Section 8 of the Senate amendment is further amended by 
changing the period to a colon and adding the following proviso: 
Provided further, That the electrical energy delivered hereunder to the 
municipality in any one year shall not exceed eighty million kilowatt- 
hours, less such energy as is required by the United States for pumping 
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water delivered to the municipality pursuant to section 9 of this Act, and 
that this amount shall be reduced vn any year in which there is a defi- 
ciency in electrical energy available from the Boulder Canyon project in 
the same proportion as firm energy delivered to allottees is reduced in such 
year below firm energy as defined in said general regulations. 

(4) The first sentence of section 10 of the Senate amendment is 
further amended by inserting the word leases, following the word 
“‘sales,’’. 

(5) The first paragraph of section 10 of the Senate amendment is 
further amended by adding at the end thereof the following new 
sentence: Nothing contained herein shall prejudice the cancellation of 
leasés for breach of similar conditions or covenants contained therein or 
the enforcement by other appropriate means of such conditions or 
covenants. 

(6) The proviso appearing in section 12 of the Senate amendment is 
further amended by changing the year “1957,” to 1958, 

And the Senate agree to the same. 


Ciair ENGLE, 
Wayne N. ASPINALL, 
Water S. Barine, 
JoHN J. RHODES, 
Craig Hosmer, 
Managers on the Part of the House. 


James E. Murray, 
Cuinton P. ANDERSON, 
Aan BIBxg, 

Grorce W. MaALone, 


Tuomas H. Kucuet, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSD 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 9147) to provide for the disposal of certain Federal 

roperty in the Boulder City area, to provide assistance in the estab- 
ishment of a municipality incorporated under the laws of Nevada, 
and for other purposes, submit the following statement in explana’ ion 
of the effect of the action agreed upon and recommended in the ac- 
compinying conference report. 

The final language and action agreed upon by the conference com- 
mittee does not materially change the legislation as approved by the 
House. Four of the several differences between the Senate and House 
approved language required some discussion and consideration. The 
other differences involved only clarifying or perfecting language. 
The four points of difference requiring consideration and the action of 
the conference committee thereon are discussed in the following 
paragraphs. 

The House-passed bill provided that the selling price for housing 
and other Federal property would be the sural value as deter- 
mined by the Administrator of the Housing and Home Finance Agency. 
The Senate added an alternative procedure for determining such selling 
price, which involves multiplying the appraised value of any particular 
piece of property by a factor determined by dividing the investment 
cost of all the property to be sold plus the maintenance less the 
rentals received from such property by the appraised value of all such 

roperty. The selling price under the Senate language would be the 
on of the amounts determined under the two procedures. 

The conference committee accepted the original House language on 
this point on the basis that (1) the alternative procedure would be 
inconsistent with established policy and with previous legislation for 
similar purposes; (2) it would be difficult to administer; (3) it would 
result in inequities among the purchasers; and (4) it would result in 
less revenue to the Federal Government. 

On the second point, the Senate deleted the provision in the 
House-passed bill which limited the delivery of Hoover Dam electric 
energy to the municipality to an amount based upon the capacity 
available to the municipality at an annual load factor of 50 percent. 
Both the House-passed bill and the Senate amendment provided for 
delivery of a maximum of 19,500 kilowatts of power capacity to the 
municipality but the Senate deleted the kilowatt-hour limitation 
inherent in the load-factor limitation placed in the House bill. 

The conference committee adopted language which substitutes for 
the load-factor limitation in the House bill a definite number of 
kilowatt-hours of electric energy. The amount agreed upon as a 
limitation on annual deliveries to the municipality is 80,000,000 
kilowatt-hours, less such energy as is required by the Federal Govern- 
ment for pumping water delivered to the municipality. The language 
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adopted gives Boulder City definite information as to, the energy 
that will be available to it. It allows the municipality a substantial 
increase over its present uses to take care of reasonable future needs 
and provides fair and equitable treatment to the Hoover power 
allottees. It will be noted that the Boulder City allotment will be 
subject to reduction in time of shortage in the same proportion as 
the Hoover Dam power allottees are reduced. 

On the third point, the legislation provides that the Federal Gov- 
ernment shall continue to pump and supply water to the storage 
tanks of the municipality to meet its needs for domestic, industrial, 
and municipal purposes. The House limited the Federal costs of 
supplying such water to not more than $100,000 annually. The 
Senate changed this amount to $150,000. The conference committee 
agreed to accept the Senate figure on the basis that it constituted a 
maximum and that the actual cost of such pumping would probably 
not be that high and that none of this amount could be used to 
defray the cost of filtration, treatment, and distribution within the 
city, and on the basis that a large portion of this amount will, in 
any event, be reimbursable. 

With respect to the last point, the Senate changed the House 
language relating to use restrictions to be placed in all sales, leases, 
transfers, and grants of Federal property. Such restrictions would 
prohibit use of the property for the manufacture, sale, or distribution 
of intoxicating liquors or narcotics or habit-forming drugs, or for 
gambling, prostitution, or lewd or immoral conduct. It appeared 
that the intent of the language of both bodies was the same. The 
conference committee adopted the Senate language modified to 


incorporate one sentence from the House language for clarification, 
and to restore explicit mention of leases among the instruments to 
which the restrictions are applicable. 


CLAIR ENGLE, 
Wayne N. ASPINALL, 
Wa ttTER S. Barina, 
JoHN J. RHopeEs, 
Craig Hosmer, 
Managers on the Part of the House. 


O 
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2d Session No. 2656 


Avaust 15, 1958.—Ordered to be printed 


REA 


Mr. Barpen, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany 8. 2888] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 2888) to pro- 
vide for registration, reporting, and disclosure of employee welfare 
and pension benefit plans, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That this Act may be cited as the “Welfare 
and Pension Plans Disclosure Act’. 


TABLE OF CONTENTS 
WELFARE AND Pension Ptans Disctosure Acr 


Findings and policy. 
. Definitions. 
Coverage. 
Duty of disclosure and reporting. 
. Description of the plan. 
. Annual reports. 
. Publication. 
. Enforcement. 
. Effect of other laws. 
Se . Separability of provisions. 
Sec. 12. Effective date. 


& Oo ~2 > Crp. Co % 


FINDINGS AND POLICY 


Src. 2. (a) The Congress finds that the growth in size, scope, and 
numbers of employee welfare and pension benefit plans in recent years 
has been rapid and substantial; that the continued well-being and 
security ‘of millions of employees and their dependents are directly affected 
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by these plans; that they are affected with a national public interest; that 
they have become an important factor affecting the stability of employment 
and the successful development of industrial relations; that they ha 
become an important factor in commerce because of the interstate siiventer 
of their activities, and of the activities of their participants, and the 
employers, employee organizations, and other entities by which they are 
established or maintained; that owi ng to the lack of employee information 
concerning their operation, it is desirable in the interests of employees 
and their beneficiaries, and to provide for the general welfare and the free 
flow of commerce, that disclosure be made with respect to the operation 
and administration of such plans. 

(6) It is hereby declared to be the policy of this Act to protect interstate 
commerce and the interests of participants in employee welfare and 
pension benefit plans and their beneficiaries, by requiring the disclosure 
and.-reporting to participants and beneficiaries of financial and other 
information with respect thereto. 


DEFINITIONS 


Sec. 8. (a) When used in this Act— 

(1) The term “employee welfare benefit plan” means any plan, fund, 
or program which is communicated to or its benefits deoeribed in writing 
to the employees, and which was heretofore or is hereafter established by 
an employer or by an employee organization, or by both, for the purpose 
of providing for its particvpants or their beneficiaries, through the purchase 
of insurance or otherwise, medical, surgical, or hospital care or benefits, 
or benefits in the event of sickness, accident, disability, death, or 
unemployment. 

(2) The term “employee pension benefit plan’’ means any plan, fund, 
or program which is communicated or its benefits described in writing to 
the employees, and which was heretofore or is hereafter established by an 
employer or by an employee organization, or by both, for the purpose of 
providing for its participants or their beneficiaries, by the purchase of 
awnsurance or annuity contracts or otherwise, retirement benefits, and 
includes any profit-sharing plan which provides benefits at or after 
retirement. 

(3) The term “employee organization” means any labor union or 
any organization of any kind, or any agency or employee representation 
committee, association, group, or plan, in which employees participate 
and which exists for the purpose, in whole or in part, of dealing with 
employers concerning an employee welfare or pension benefit plan, or 
other matters incidental to employment relationships; or any employees’ 
beneficiary association organized for the purpose, in whole or in part, of 
establishing such a plan. 

(4) The term “employer”? means any person acting directly as an 
employer or indirectly in the interest of an employer in relation to an 
employee welfare or pension benefit plan, and includes a group or asso- 
ciation of employers acting jor an employer in such capacity. 

(5) The term “employee” means any individual employed by an 
employer. 

(6) The term “participant” means any employee or former employee 
of an employer or any member of an employee organization who is or may 
become eligible to receive a benefit of any type from an employee welfare 


or pension benefit plan, or whose beneficiaries may be eligible to receive 
any such benefit. 
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(7) The term “beneficiary” means a person designated by a partici- 
pant or by the terms of an employee welfare or pension benefit plan who 
as or may become entitled to a benefit thereunder. 

(8) The term “person” means an individual, partnership, corporation, 
mutual company, joint-stock company, trust, unincorporated organiza- 
tion, association, or employee organization. 

(9) The term “State” means any State of the United States, the 
District of Columbia, Hawaii, Puerto Rico, the Virgin Islands, and the 
Canal Zone. 

(10) The term ‘‘commerce’’ means trade, commerce, transportation, or 
communication among the several States, or between any foreign country 
and any State, or between any State and any place outside thereof. 

(11) The term “affecting commerce’ means in commerce, or burdening 
or obstructing commerce or the free flow of commerce. 


COVERAGE 


Src. 4. (a) Except as provided in subsection (6), this Act shall apply 
to any employee welfare or pension benefit plan if it is established or 
maintained by any employer or employers engaged in commerce or in 
any industry or activity affecting commerce or by any employee organiza- 
tion or organizations representing employees engaged in commerce or in 
any industry or activity affecting commerce or by both. 

Pid This Act shall not apply to an employee welfare or pension benefit 
plan if— 

(1) such plan is administered by the Federal Government or by 
the government of a State, by a political subdivision of a State, or by 
an agency or instrumentality of any of the foregoing; 

(2) such plan was established and is maintained solely for the 
purpose of complying with applicable workmen’s compensation 
laws or unemployment compensation disability insurance laws; 

(3) such plan is exempt from taxation under section 501 (a) of 
the Internal Revenue Code of 1954 and is administered as a corollary 
to membership in a fraternal benefit society described in. section 
561 (c) (8) of such Code or by organizations described in sections 
501 (c) (8) and 501 (c) (4) of such Code; or 

(4) such plan covers not more than twenty-five employees. 


DUTY OF DISCLOSURE AND REPORTING 


Sec. 5. (a) The administrator of an employee welfare benefit plan or 
an employee pension benefit plan shall publish in accordance with section 
8 to each participant or beneficiary covered thereunder (1) a description 
of the plan and (2) an annual financial report. Such description and 
such report shall contain information required by sections 6 and 7 of this 
Act and shall be published in accordance with the provisions of this Act. 

(b) The term “administrator” whenever used in this Act, refers to— 

(1) the person or persons designated by the terms of the plan or 
the collective bargaining agreement with responsibility for the ulti- 
mate control, disposition, or management of the money received or 
contributed; or 

(2) in the absence of such designation, the person or persons 
actually responsible for the control, disposition, or management of 
the money received or contributed, irrespective of whether such con- 
trol, disposition, or management is exercised directly or through an 
agent or trustee designated by such person or persons. 
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DESCRIPTION OF THE PLAN 


Sec. 6. (a) Except as provided in section 4, the description of any 
employee welfare or pension benefit plan shall be published as required 
herein within ninety days of the effective date of this Act or within ninety 
days after the establishment of such plan, whichever-is later. 

(b) The description of the plan shall be published, signed, and sworn 
to by the person or persons defined as the ‘‘administrator’’ in section 5, 
and shall include their names and addresses, their official positions with 
respect to the plan, and their relationship, if any, to the employer or 
to any employee organizations, and any other offices, positions, or employ- 
ment held by them; the name, address, and description of the plan and the 
type of administration; the schedule of benefits; the names, titles, and 
addresses of any trustee or trustees (if such persons are different from 
those persons defined as the ‘‘administrator’’); whether the plan is men- 
tioned in a collective bargaining agreement; copies of the plan or of the 
bargaining agreement, trust agreement, contract, or other instrument, if 
any, under which the plan was established and is operated; the source of 
the financing of the plan and the identity of any organization through 
which benefits are provided; whether the records of the plan are kept on 
a calendar year basis, or on a policy or other fiscal year basis, and if on 
the latter basins, the date of the end of such policy or fiscal year; the 
procedures to be followed in presenting claims for benefits under the plan 
and the remedies available under the plan for the redress of claims which 
are denied in whole or in part. Amendments to the plan reflecting 
changes in the data and information included in the original plan, other 
than data and information also required to be included in annual reports 
under section 7, shall be included in the description on and after the 
effective date of such amendments. 


ANNUAL REPORTS 


Src. 7. (a) The administrator of any employee welfare or pension 
benefit plan, a description of which is required to be published under 
section 6, shall also publish an annual report with respect to such plan. 
Such report shall be published as required under section 8, within one 
hundred and twenty days after the end of the calendar year (or, if the 
records of the plan are kept on a policy or other fiscal year basis, within 
one hundred and twenty days after the end of such policy or fiscal year). 

(6) A report under this section shall be signed by the administrator 
and such report shall include the following: 

The amount contributed by the employer or employers; the amount con- 
tributed by the employees; the amount of benefits paid or otherwise fur- 
nished; the number of employees covered; a summary statement of assets, 
liabilities, receipts and disbursements of the plan; a detailed statement of 
the salaries and fees and commissions charged to the plan, to whom paid, in 
what amount, and for what purposes. The information required by this 
section shall be sworn to by the administrator, or certified to by an inde- 
pendent certified or licensed public accountant, based upon a comprehensive 
audit conducted in accordance with accepted standards of auditing, but 
nothing herein shall be construed to require such an audit of the books or 
records of any bank, insurance company, or other institution providing an 
insurance, investment, or related function for the plan, if such books or 
records are subject to examination by any agency of the Federal Government 
or the government of any State. 
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(c) If the plan is unfunded, the report shall inelude only the total 
benefits paid and the average number of employees eligible for participation, 
during the past five years, broken down by years; and a statement, if 
applicable, that the only assets from which claims against the plan may 
be paid are the general assets of the employer. 

(d) If some or all of the benefits under the plan are provided by an 
insurance carrier or service or other organization such report shall include 
with respect to such plan (in addition to the information required by 
subsection (b)) the following: 

(1) The premium rate or subscription charge and the total premium or 
subscription charges paid to each such carrier or organization and the 
approximate number of persons covered by each class of such benefits. 

(2) The total amount of premiums received, the approximate number 
of persons covered by each class of benefits, and the total claims paid by 
such carrier or other organization; dividends or retroactive rate adjust- 
ments, commissions, and administrative service or other fees or other 
specific acquisition costs, paid by such carrier or other organization; 
any amounts held to provide benefits after retirement; the remainder of 
such premiums; and the names and addresses of the brokers, agents, or 
other persons to whom commissions or fees were paid, the amount paid 
to each, and for what purpose: Provided, That of any such carrier or 
other organization does not maintain separate experience records covering 
the specific groups it serves, the report shall include in lieu of the informa- 
tion required by the foregoing provisions of this paragraph (A) a state- 
ment as to the basis of its premium rate or subscription charge, the total 
amount of premiums or subscription charges received from the plan, and 
a copy of the financial report of the carrier or other organization and 
(B), if such carrier or organization incurs specific costs in connection 
with the acquisition or retention of any particular plan or plans, a 
detailed statement of such costs. 

(e) Details relatwe to the manner in which any funds held by an em- 
ployee welfare benefit plan are held or invested shall be reported as pro- 
vided under paragraphs (B), (C), and (D) of subsection ( f) (1). 

(f) Reports on employee pension benefit plans shall include, in addi- 
tion to the applicable information required by the foregoing provisions of 
this section, the following: 

(1) If the plan is funded through the medium of a trust, the report shall 
include 

(A) the type and basis of funding, actuarial assumptions used, 
the amount of current and past service liabilities, and the number of 
employees, both retired and nonretired covered by the plan; 

(B) a summary statement showing the assets of the fund broken 
down by types, such as cash investments in governmental obligations, 
investments in nongovernmental bonds, and investments in corporate 
stocks. Such assets shall be valued on the basis regularly used in 
valuing investments held in the fund and reported to the United 
States Treasury Department, or shall be valued at their aggregate 
cost or present value, whichever is lower, if such a statement is not 
so required to be filed with the United States Treasury Department; 

(C) a detailed list, including information as to cost, present value, 
and percentage of total fund, of all investments in securities or prop- 
erties of the employer or employee organization, or any other party 
in interest by reason of being an officer, trustee, or employee of such 
fund, but the identity of all securitres and the detail of brokerage fees 
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and commissions incidental to the purchase or sale of such securities 
need not be revealed if such securities are listed. and traded on an 
exchange subject to regulation by the Securities and Exchange Com- 
mission or securities in an investment company registered under the 
Investment Company Act of 1940, or securities of a public utility 
holding company registered under the Publie Utility Holding Com- 
pany Act of 1985, and the statement of assets contains a statement 
gy the total investments in common stock, preferred stock, bonds and 

ebentures, respectively, listed at their aggregate cost or present value, 
whichever is lower. 

(D) a detailed list of all loans made to the employer, employee 
organization, or other party in interest by reason of being an officer, 
trustee, or employee of such fund, including the terms and conditions 
of the loan and the name and address of the borrower: Provided, 
That if the plan is funded through the medium of a trust invested, in 
whole or in part, in one or more insurance or annuity contracts with 
an wmsurance carrier, the report shall include, as to the portion of 
funds so invested, only the information required by paragraph (2) 

elow. 
(2) If the plan is funded through the medium of a contract with an 
imsurance carrier, the report shall inelude— 

(A) the type and basis of funding, actuarial assumptions used in 
determining the payments under the contract, and the number of 
employees, both retired and nonretired, covered by the contract; and 

(B) except for benefits completely guaranteed by the carrier, the 
amount of current and past service lrabilities, based on those assump- 
tions, and the amount of all reserves accumulated under the plan. 

(3) If the plan is unfunded, the report shall include the total benefits 
paud to retired employees for the past five years, broken down by year. 


PUBLICATION 


Szc. 8. (a) Publication of the description of the plan and the latest 
annual report required under this Act shall be made to the participants 
and to the beneficraries covered by the particular plan as follows: 

(1) The administrator shall make copies of such description of the 
plan (including all amendments or modifications thereto upon their 
effective date) and of the latest annual report available for examination 
by any participant or beneficiary in the principal office of the plan. 

(2) The administrator shall deliver upon written request to such 
participant or beneficiary a copy of the description of the plan (including 
all amendments or modifications thereto upon therr effective date) and 
a summary of the latest annual report, by mailing such documents to 
the last known address of the participant or beneficiary making such 
request. 

(6) The administrator of any plan subject to the provisions of this Act 
shall file with the Secretary of Labor two copies of the description of the 
plan and each annual report thereon. The Secretary of Labor shall make 
available for examination in the public document room of the Department 
of Labor copies of descriptions of plans and annual reports filed under 
this subsection. 

(c) The Secretary of Labor shall prepare forms for the descriptions of 
plans and the annual reports required by the provisions of this Act, and 
shall make such forms available to the administrators of such plans on 
request. 
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ENFORCEMENT 


Src. 9. (a) Any person who willfully violates any provision of sec- 
tions 5 or 8 of this Act shall be fined not more than $1,000, or imprisoned 
not more than siz months. 

(b) Any administrator of a plan who fails or refuses, wpon the written 
request of a participant or beneficiary covered by such plan, to make 
publication to him within thirty days of such request, in accordance with 
the provisions of section 8, of a description of the plan or an annual report 
containing the information required by sections 6 and 7, may in the 
court’s discretion become liable to any such participant or ceeerry 
making such request in the amount of $50 a aay from the date of suc 
failure or refusal. 

(c) Action to recover such liability may be maintained in any court of 
competent jurisdiction by any participant or beneficiary. The court in 
such action may in its discretion, in addition to any judgment awarded to 
the plaintiff or plaintiffs, allow a reasonable attorney’s fee to be paid by 
the defendant, and costs of the action. 

(d) The district courts of the United States and the Urited States 
courts of the Territories and possessions shall have jurisdiction, for cause 
shown, and subject to the provisions of Rule 65 (relating to notice to 
adverse party) of the rules of civil procedure for the United States district 
courts, as amended (U. S. C., 1952 edition, title 28, section 2072), to 
restrain violations of section 8. 

(e) The provisions of section 1001 of title 18 of the United States Code 
shall be applicable to any description of a plan or any annual report which 
is sworn to under this Act. 


EFFECT OF OTHER LAWS 


Sze. 10. (a) In the case of an employee welfare or pension benefit 
plan providing benefits to employees employed in two or more States, no 
person shall be required by reason of any law of any such State to file 
with any State agency (other than an agency of the State in which such 
plan has its principal office) any information included within a descrip- 
tion of the plan or an annual report published and filed pursuant to the 
provisions of this Act if copies of such description of the plan and of 
such annual report are filed with the State agency, and if copies of such 
portion of the description of the plan and annual report, as may be 
required by the State agency, are distributed to participants and bene- 
Jjicrvaries in accordance with the requirements of such State law with 
respect to scope of distribution. Nothing contained in this subsection 
shall be construed to prevent any State from obtaining such additional 
information relating to any such plan as it may desire, or from otherwise 
regulating such plan. 

(b) The provisions of this Act, except subsection (a) of this section 
and any action taken thereunder, shall not be held to exempt or relieve any 
person from any liability, duty, penalty, or punishment provided by any 
present or future law of the United States or of any State affecting the 
operation or administration of employee welfare or pension benéfit plans, 
or in any manner to authorize the operation or administration of any 
such plan contrary to any such law. 
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SEPARABILITY OF PROVISIONS 


Szc. 11. If any provision of this Act or the application of such pro- 
vision to any person or circumstance is held invalid, the remarnder of this 
Act and the application of such provision to other persons or circwm- 
stances shall not be affected. 


EFFECTIVE DATE 


Szc. 12. The provisions — this Act shall become effective January 1, 
59 


And the House agree to the same. 
Granam A. BarpDEN, 
Lupwie TELLER, 
Lzese Mercatr, 
Rape Gwinn, 
AuBerT H. Bosca, 
Managers on the Part of the House. 


JoHN F. Kennepy, 

Pat McNamara, 

WayNeE Morssz, 

Irvine M. Ivzs, 

Gorpon ALLOTT, 
Managers on the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THD PART OF THE HOUSD 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 2888) to provide for registration, reporting, and dis- 
closure of employee welfare and pension benefit plans, submit the fol- 
lowing statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause and inserted a substitute. The Senate recedes from 
its disagreement to the amendment of the House with an amendment 
which is a substitute for both the Senate bill and the House amend- 
ment. 

Except for minor clarifying changes, the substitute agreed upon in 
conference is the same as the House amendment, with the following 
exceptions: 

Section 8 (a) of the Senate bill provided that any employee welfare 
or pension benefit plan which, together with any we ae plan or plans, 
covers fewer than 100 employees would be exempt from the bill’s 
reporting requirements until the expiration of 2 years following the 
enactment of the bill and the Secretary of Labor was authorized to 
exempt such plans from the reporting and disclosure requirements of 
the bill for such indefinite or other periods as he might determine. 

The House amendment made no provision for such exemptions. 

The conferees agreed that any employee welfare or pension benefit 
plan which does not cover more than 25 employees should be exempt 
from the provisions of the bill as agreed to in conference. 

The House amendment, in section 6 (b), provided that the descrip- 
tion of plans required to be published must include a statement. of 
the approximate number of persons covered or expected to be covered 
by the plan. The conference substitute would not require this item 
of information in such descriptions. 

Section 7 (b) (1) of the House amendment required the inclusion in 
annual reports to which the act would apply of certain information 
which would also be required by section 6 to be included in the descrip- 
tion of the plan, and kept current. The substitute agreed upon in 
conference deletes this requirement. 

Section 7 (b) of the House amendment included a provision reliev- 
ing plans from the duty to disclose the identity of securities bought or 
sold, and the detail of brokerage fees and commissions incidental 
thereto, if the securities are listed and traded on an exchange subject 
to regulation as the Securities and Exchange Commission, or are 
covered by certain other specified acts. This provision has been 
moved to section 7 (f) (1) (C) which relates specifically to pension 
benefit plans and is a more appropriate place for its inclusion. 

The conferees agreed to amend section 7 (f) (1) of the House amend- 
ment to provide that if the plan is funded through the medium of a 
trust invested, in whole or in part, in one or more insurance or annuity 
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contracts with an insurance carrier, the report shall include, as to the 
portion of the funds so invested, the information required by para- 
graph 7 (f) (2) relating to plans funded through the medium of a con- 
tract with an insurance carrier, rather than the information required 
by section 7 (f) (1). 

Section 7 (f) (2) of the conference substitute shifts from subpara- 
graph (A) to a more appropriate position in subparagraph (B) the 
requirement that the annual report include the amount of current 
and past service liabilities based on assumptions used in determining 
payments under the contract with the insurance carrier. 

he conference substitute drops from paragraph (3) of section 7 
(f), as duplicative or unneeded, the requirement that unfunded plans 
report the number of employees, both retired or nonretired, covered 
by the plan, and the average age of retired employees, for any 1 year 
during the preceding 5 years. 

The conferees in considering the requirement in the House amend- 
ment that all annual reports include the actuarial assumptions relating 
to the particular pension plan agreed that since actuarial assumptions 
of pensions plans are generally highly technical and exceedingly broad, 
for the purpose of this act it should surely be sufficient to make 
available the most recent applicable actuarial report by the consulting 
actuary of the plan. 

The conference substitute would add to section 8 of the House 
amendment requirements that (1) the latest annual report, as well 
as the description of the plan, be made available for inspection by 
participants and beneficiaries; (2) the administrator must provide a 
copy of the description or annual report only where the request is in 
writing; and (3) that the participants and beneficiaries may obtain a 
summary of annual reports, rather than the entire report. 

The Senate bill authorized the Secretary of Labor to prescribe the 
form in which descriptions of plans and annual reports should be made 
by the administrator of a pension or welfare benefit plan. The House 
amendment included no such provision and the form of plan descrip- 
tions and annual reports was left to the discretion of each plan admin- 
istrator required to report. 

The conferees agreed to a provision which directs the Secretary to 
prepare standard forms which can be used in describing a plan or 
making an annual report as required by the act at the option of a plan 
administrator. There is no requirement contained in the provision 
approved by the conferees which requires the use of forms drawn up 
by the Secretary. This provision is designed to facilitate and assist 
plan administrators in complying with the act and, if the forms are 
generally used, will permit the compilation of information about 
pension and welfare plans with greater ease. 

The conferees agreed to an amendment to section 10 of the House 
amendment relating to the effect of other laws affecting the operation 
or administration of employee welfare or pension benefit plans. The 
amendment agreed to provides that in the case of an employee welfare 
or pension benefit plan providing benefits to employees employed in 
two or more States, no person shall be required by reason of any law 
of any such State to file with any State agency (other than an agency 
of the State in which such plan has its principal office) any information 
included within a description of the plan or an annual report published 
and filed pursuant to the provisions of this act if copies of such de- 
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scription of the plan are filed with the State agency, are distributed to 
participants and beneficiaries in accordance with the requirements of 
such State law with respect to scope of distribution. It also provides 
that nothing contained in this subsection shall be construed to prevent 
any State from obtaining such additional information relating to any 
such plan as it may desire, or from otherwise regulating such plan. 

The Senate bill contained criminal penalties for the making of 
false statements in a registration, report, or other document required 
to be filed thereunder. The House amendment contained no specific 
provisions on this subject, it being assumed that general provisions 
of law already on the books adequately provide for such cases. The 
conferees agreed to insert language which would clear their intention 
that existing provisions, i. e., section 1001 of title 18 of the United 
States Code should be considered applicable in the case of descrip- 
tions of plans and annual reports filed with the Secretary under the 
bill, but only where such documents are sworn to by the adminis- 
trators of the plans. It was felt that the application of these pro- 
visions would be unnecessary in the case of matter certified to by 
independent certified or licensed public accountants. 

The House bill contained no effective date provision. Section 12 
of the conference substitute provides that the act will become effective 
January 1, 1959. 

GranaM A. BarpeEn, 

Lupwie TELLER, 

Ler MeErTca.r, 

RatpxH Gwinn, 

Ausert H. Bosca, 
Managers on the Part of the House. 
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Mr. Murray, from the committee of conference, 
following 


submitted the 


CONFERENCE REPORT 


[To accompany 8. 607] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 607) entitled 
“An Act to provide retirement, clerical assisiants, and free mailing 
privileges to former Presidents of the United States, and for other 
purposes,” having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

\mendment numbered 1: 

Thai the Senate recede from its disagreement to the amendment of 
the House numbered | and agree to the same. 


Amendment numbered 2: 


That the Senate recede from its disagreement to the amendment of 
the House numbered 2, and agree to the same with an amendment as 
follows: 

Restore the matter proposed to be stricken out by the House amend- 
ment with the following changes: 

Page 1, line 9, of the Senate engrossed bill, strike out all matter 
following the word ‘President’? down to but not including the period 
in line 11, and insert in lieu thereof the words an office staff; 

Page 2, line 4, of the Senate engrossed bill, strike out all matter 
following the word “exceed’’ down to and including the period in 
line 10 and insert in lieu thereof $50,000 per annum. The rate of 
compensation payable to any such person shall not exceed the maximum 
aggregate rate of compensation payable to any individual employed in the 
office of a Senator. Each individual appointed under this subsection 
to a position on the office staff of a former President shall be held and 
considered to be an employee of the Government of the United States for 
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the purposes of the Civil Service Retirement Act, the Federal Employees’ 
Compensation Act, and the Federal Employees’ Group Life Insurance 
Act of 1954.; 

Page 2, line 14, of the Senate engrossed bill, strike out the words 
‘located in a Federal building”’. 

And the House agree to the same. 


Amendments numbered 3, 4, 5, and 6: 


? 
That the House recede from its amendments numbered 3, 4, 5 
and 6. 


’ 


Amendment to the title: 
That the House recede from its amendment to the title of the bill. 


Tom Murray, 

JAMES H. Morrison, 

Epwarp H. Ress, 
Managers on the Part of the House. 

Ou D. Jounston, 

Mike Monroney, 

Dick NEUBERGER, 

FRANK CARLSON, 

Turuston B. Morton, 
Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the‘House to 
the bill (S. 607) entitled “An act to provide retirement, clerical 
assistants, and free mailing privileges to former Presidents of the 
United States, and for other purposes,” submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

Amendment No. 1: This is a technical amendment which designates 
subsection (a) of the bill. The Senate recedes. 

Amendment No. 2: The House amendment struck out subsections 
(b), (c), and (d) of the Senate bill which contained provisions as 
follows: 

Subsection (b) of the Senate bill provided an office staff (adminis- 
trative assistant, secretary and other secretarial and clerical assistants) 
for each former President with rates of basic compensation fixed by 
the former President at rates which in the aggregate would not exceed 
the aggregate amount prescribed by law for the basic compensation of 
the administrative assistant, secretary, and other secretarial and 
clerical assistants authorized for a Senator from the least populous 
State of the Union, with additional compensation at the rates pro- 
vided by law for employees in the offices of Senators. 

Subsection (c) of the Senate bill required that the Administrator of 
General Services shall furnish for each former President suitable office 
space appropriately furnished and equipped located in a Federal 
building at a place within the United States to be designated by the 
former President. 

Subsection (d) of the Senate bill provided for the conveyance free of 
postage within the United States, its Territories and possessions, of all 
mail matter sent by any former President under his written autograph 
signature. 

The committee of conference recommends that the Senate recede 
from its disagreement to House amendment No. 2 and agree to the 
same with an amendment which restores the matter proposed to be 
stricken from the Senate engrossed bill by House amendment No. 2 
(that is, subsections (b), (c), and (d) discussed above) with the changes 
described below and that the House agree to the same. 

The changes are as follows: 

First, the new subsection (b) as agreed to in conference, relating to 
the office staff of a former President, eliminates language which set 
forth specifically the different types of employees comprising the office 
staff and, in lieu of such specific language, makes general reference to 
an office staff. 

Second, the new subsection (b) as agreed to in conference, relatin 
to the office staff of a former President, eliminates language which 
provides that the aggregate basic compensation of such office staff 
members shall not exceed the aggregate basic compensation of the 
office staff employees of a Senator from the least populous State and 
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an 
that such office staff members also shall receive additional compen- 
sation at rates provided by law for employees in offices of Senators, 
and, in lieu of such language, requires that the aggregate basic com- 
pensation of such office ‘staff employees of former Presidents shall not 
exceed $50,000 per annum. 

Third, the new subsection (b) as agreed to in conference adds a 
provision (not contained in the Senate bill) to the effect that the rate 
of compensation payable to any individual member of the office staff 
of a former President shall not exceed the maximum aggregate rate 
payable to any individual employed in the office of a Senator. 

Fourth, the new subsection (b) as agreed to in conference adds a 
provision the purpose of which is to make it clear that the members 
of the office staffs of former Presidents will be entitled to the benefits 
of the Civil Service Retirement Act, the Federal Employees’ Compen- 
sation Act, and the Federal Employees’ Group Life Insurance Act of 
1954. 

Fifth, the new subsection (c) as agreed to in conference, relating to 
office space for former Presidents, eliminates the restriction contained 
in the Senate bill requiring that such office space be located in a 
Federal building. 

Amendment No. 4: Subsection (e) of the Senate bill provided for 
a pension of $10,000 a year to the widow of a former President if the 
widow shall waive the right to any pension or annuity under any 
other act of Congress. House amendment No. 4 eliminated this 
waiver provision. Subsection (e) of the bill as agreed to in conference 
restores this waiver provision and, therefore, is the same as subsection 
(e) of the Senate bill. The House recedes. 

Amendments Nos. 3, 5, and 6: These amendments, which redesig- 
nated certain subsections of the bill and repealed certain existing law, 
were technical and clarifying amendments intended to carry out the 
purposes of House amendments Nos. 2 and 4. Amendments Nos. 
3, 5, and 6 are eliminated from the bill as agreed to in conference as 
unnecessary in the light of the conference agreement with respect to 
amendments Nos. 2 and 4. The House recedes. 

Amendment to the title: In order that the title of the bill might 
reflect the purpose and effect of House amendment No. 2, the House 
version amended the title of the bill so as to read: ‘‘An Act to provide 
retirement benefits to former Presidents of the United States and 
their widows.”’ The House amendment to the title is eliminated 
from the bill as agreed to in conference as unnecessary in the light 
of the conference agreement with respect to amendment No. 2. The 
House recedes. 

Tom Murray, 

James H. Morrison, 

Epwarp H. Regs, 
Managers on the Part of the House. 
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M 
READING Y, 
Mr. Lang, from the committee of conference, submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 1061] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 1061) to 
amend title 10, United States Code, to authorize the Secretary of 
Defense and the Secretaries of the military departments to settle 
certain claims for damage to, or loss of, property or personal injury 
or death, not cognizable under any other law, having met, after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

(1) Page 2, strike out lines 1 to 21, inclusive, and insert: 


““§ 2736. Property loss; personal injury or death; incident to use or opera- 
tion of property of the United States and not cognizable under 
other law. 

“(a) Under such regulations as the Secretary of a military department 
may prescribe, he or his designee, may settle, and. pay in an amount not 
more than $1,000, a claim against the United States, not cognizable under 
any other provision of law, for 

Pr damage to. or loss of, property; or 
“(2) personal injury or death; 
caused by a civilian officer or employee of the office of the Secretary of 
Defense, a civilian officer or employee of a military department, or a 
20006 
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member of the Army, Navy, Air Force, or Marine Corps, as the case may 
be, incident to the use and operation of Government vehicles, or incident to 
the use of other property of the United States on a Government installation. 
Regulations prescribed by the Secretary of a military department under 
the authority of this section shall not become effective until the expiration 
of 60 days after they have been filed with the Committees on the Judiciary 
of the House and Senate of the United States; and the Congress may, 
within such time, amend or disapprove any such regulation by a concur- 
rent resolution embodying the amendment or statement of disapproval. 

“(b) A claim may not be allowed under subsection (a) if the damage 
to, or loss of, property, or the personal injury or death, was caused wholly 
or partly by a negligent or wrongful act of the claimant, his agent, or his 
employee.” 

And the Senate agree to the same. 

Amendment numbered 2: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
wen insert the following: 

) Page 3, line 5, strike out [’’; and] and insert: 

(e) A claim may not be paid under subsection (a) unless the amount 
stain is accepted by the claimant in full satisfaction. 

“{F) Any payment made under this section shall be reduced by any 
amount recewed by the claimant in the form of insurance payments or 


ae 


compensation based on the same damage, loss, personal injury, or death. 

A payment made under authority of this section is not subject to any 

claim for reimbursement by any insurance company or compensation 

insurance fund; and such a payment does not absolve any insurer, in 

whole or in part, of any obligation under any contract of insurance.” ; and 
And the Senate agree to the same. 


Amendment numbered 3: 
That the Senate recede from its amendment numbered 3. 


Tuomas J. LANE, 
KE. E. Wr.u!s, 

Ricoarp H. Porr, 
Managers on the Part of the House. 
JoserpH C. O’MAHONEY, 
SAMUEL J. Ervin, Jr., 
ArtHur V. Watkins, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 1061) to amend title 10, United States Code, to 
authorize the Secretary of Defense and the Secretaries of the military 
departments to settle certain claims for damage to, or loss of, prop- 
erty or personal injury or death, not cognizable under any other law, 
submit the following statement in explanation of the effect of the 
action agreed upon and recommended in the accompanying confer- 
ence report as to each of such amendments, namely: 

The Senate amended the bill in five principal respects. First, the 
authority provided for in the bill to settle claims was limited to 
damage, personal injury, or death incident to the use of a Government 
vehicle, or to the use of other Government property on a Government 
installation. The Senate amended the bill to provide that regula- 
tions promulgated in connection with the authority provided for in 
the bill would have to be subject to the examination of the Com- 
mittees on the Judiciary of the House and Senate with the additional 
provision that the Congress would have the option of amending or 
disapproving the regulations. The Senate amendments provided that 
payments under the authority provided for in the bill would be in 
full satisfaction of any claims against the United States and, further, 
that no such claim would be allowed where the claimant or his agent 
was guilty of contributory negligence. Finally, the Senate amend- 
ments barred the assertion of any rights of subrogation as to the 
amount paid by the United States under the authority of the new 
section. 

In conference it was agreed that the House would agree to amend- 
ments Nos. 1 and 2 of the Senate with an amendment in each instance. 
In each case the amendments were drafted to conform to the form of 
codified title 10 of which the new section 2736, provided for in the 
bill, would be a part. The amendment concerning the promulgation 
of regulations under the new section has been clarified by providing 
that the action by the Congress in disapproving or in amending the 
regulations may be by means of a concurrent resolution. The amend- 
ment concerning payment and subrogation has been clarified by pro- 
viding that any payment made under the authority of the new section 
shall be reduced by any amount received by a claimant in the form 
of insurance payments or compensation. 

The Senate receded from its amendment No. 3 since the language 
agreed upon in connection with Senate amendments Nos. 1 and 2 
made amendment No. 3 unnecessary. 

Tuomas J. LANs, 

E. E. Wiu1s, 

Ricuarp H. Porr, 
Managers on the Part of the House. 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
9d Session 


No. 2659 


LOUIS S. LEVENSON 


Avaust 18, 1958.—Ordered to be printed 


Mr. Forrester, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 4544] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 4544) for 
the relief of Louis S. Levenson, having met, after full and free confer- 
ence, have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its amendment. 


E. L. Forrester, 

Haroip D. Dononug, 
Managers on the Part of the House. 

JoHN A. CARROLL, 

Sam J. Ervin, Jr., 

Roman L. Hruska, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 4544) for the relief of Louis E. Levenson, submit the 
following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report: 

As the bill passed the House it provided for relieving Louis E. Leven- 
son of the payment of $1,500 as a security bond for Benjamin Freed- 


man, which was declared forfeited. The Senate amendment is to 


provide for relieving him of only $750. Therefore, the Senate con- 
ferees concurred in the House action. 


E. L. Forrester, 
Haroitp D. Dononvug, 
Managers on the Part of the House. 
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85TH CoNnGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2662 


AMENDING THE FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT OF 1949 TO EXTEND THE AUTHORITY TO LEASE 
OUT FEDERAL BUILDING SITES UNTIL NEEDED FOR CONSTRUC- 
TION PURPOSES AND THE ACT OF JUNE 24, 1948 (62 STAT. 644), 
AND FOR OTHER PURPOSES 


Aveust 18, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government Qayra- 


OF MICHIGAN 


tions, submitted the following 


REPORT SEP 21 1959 


[To accompany 8. 3142] MAIN 
READING ROOM 


The Committee on Government Operations, to whom was referred 
the bill (S. 3142) to amend the Federal Property and Administrative 
Services Act of 1949 to extend the authority to lease out Federal 
building sites until needed for construction purposes and the Act of 
June 24, 1948 (62 Stat. 644), and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

Your committee concurs with the recommendations of the Senate 
and adopts the report of the Senate, as set forth in Senate Report No. 
1682, 85th Congress, 2d session, which is attached and made a part 
hereof. 


[S. Rept. No. 1682, 85th Cong., 2d sess.] 
PURPOSE 


This bill would amend the Federal Property and Administrative 
Services Act of 1949 so as to extend the authority of the Adminis- 
trator of General Service to lease out Federal building sites until 
needed for construction purposes. This bill would also amend the 
act of June 24, 1948 (62 Stat. 644), to eliminate the separate fund 
established for the maintenance of commercially leased space in the 
Lafayette Building, Washington, D. C. 

The amendment to the act, as proposed by this bill, will authorize 
the General Services Administration to negotiate leases with former 
owners or tenants in possession of property immediately after the 
Government acquired the property. It also amends existing law to 
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permit the General Services Administration to deposit the rent re- 
ceived from such lessors, as well as the rental money received from 
the lessors of the Lafayette Building, Washington, D. C., into a single 
buildings management fund instead of being held in separate special 
accounts. 

COMMITTEE AMENDMENT 


The Comptroller General has taken the view that the addition 
of the words “including demolition and improvements,” as provided in 
section 3 in the bill as introduced, as one of the services which can be 
performed through the use of the buildings management fund gives 
very wide and probably excessive authority to the General Services 
Administration. The committee therefore added an amendment, 
which has the approval of the General Services Administration and 
the Comptroller General, to limit the use of site rentals in such a way 
as not to evade congressional control through the appropriation 
process. 

ANALYSIS OF THE BILL 


Section 1 of the bill adds an amendment to section 210 (a) of the 
Federal Property and Administrative Services Act of 1949, as 
amended (40 U.S. C. 490 (a)), which would authorize the Administra- 
tor of General Services to negotiate, without prior advertising, rental 
leases with former owners or tenants in possession of the property 
acquired by the Government. The committee amendment provides 
that such negotiation and leases must be incident to the acquisition 
of such property. 

This section also provides that rental moneys received under leases 
executed pursuant to this paragraph may be deposited into the build- 
ings management fund. 

Section 2 would delete language from the act of June 24, 1948, 
chapter 626 (62 Stat. 644). This language provides that rental funds 
derived from leasing the Lafayette Building, Washington, D. C., be 
deposited in a separate fund. This rental amounts to $35,000 
annually. 

The language to be substituted provides that this rental money may 
be deposited in the buildings management fund. 

Section 3 is a technical amendment necessary to effectuate the 
purposes of sections 1 and 2 of the bill. This amendment will permit 
the General Services Administration to use rental funds for demolition 
and improvements of property. 

Section 4 provides for the repeal of section 5 of the Public Buildings 
Aci of 1926, as amended by the Public Buildings Act of 1949. This 
amends existing law providing for rentals and site improvements and 
for handling the deposit of funds collected. This section is proposed 
as necessary technical changes to make sections 1 and 2 more workable. 


AGENCY COMMENTS 


No objections to enactment of the bill were received from the 
executive agencies concerned. Communications relative to S. 3142 
were received from General Services Administration, the Comptroller 
General of the United States, and the Bureau of the Budget, as follows: 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., March 4, 1958. 
Hon. Joun L. McCueuuan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. CuHarrMan: Your communication of January 29 re- 
quested the views of the General Services Administration on S. 3142, 
85th Congress, a bill to amend the Federal Property and Administra- 
tive Services Act of 1949 to extend the authority to lease out Federal 
building sites until needed for construction purposes and the act of 
June 24, 1948 (62 Stat. 644), and for other purposes. 

The purpose and sectional analysis of this legislation are set forth 
in my fetter of September 17, 1957, to the President of the Senate 
transmitting a draft of this bill, a copy of which is enclosed. 

The essential purpose of this legislation is to supplement and clarify 
existing legislation of limited scope and application so as to provide 
for more efficient and economically sound performance of the widening 
scope of property management responsibilities of GSA. We believe 
the legislation is needed and that it will adequately serve the objectives 
which prompted its proposal. Therefore, we strongly advocate its 
enactment. 

The enactment of this proposed legislation would not increase the 
expenditure of Federal funds. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to the Congress. 

Sincerely yours, 
FRANKLIN FLoEetse, Administrator, 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., September 17, 1957. 
Hon. Ricnarp M, Nrxon, 
President of the Senate, 
Washington, D. C. 


My Dear Mr. Prusipent: There is transmitted herewith for re- 
ferral to the appropriate committee, a draft bill prepared by this 
agency, to amend the Federal Property and Administrative Services 
Act of 1949 to extend the authority to lease out Federal building sites 
until needed for construction purposes and the act of June 24, 1948 
(62 Stat. 644), and for other purposes. 

These proposals are a part of the legislative program of the General 
Services Administration for 1957. 

Section 1 is intended to improve the administrative and financial 
management of Federal building sites, including improvements there- 
on, by authorizing negotiation of their outleasing until the property 
is needed for construction purposes. Extension and revision of exist- 
ing authority is proposed providing uniform treatment of building 
sites. 

Under section 1, whenever the Administrator of General Services 
acquires any building site in connection with a construction program 
and finds that the site is temporarily not needed for the purpose, he 
is authorized to lease out the site, including improvements thereon, at 
fair rental value, until the property is needed for construction purposes. 
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Rentals received would be made available for necessary preservation 
and improvement of the property. 

Similar authority has been in effect under section 5 of the Public 
Buildings Act of 1926 (44 Stat. 634), particularly as amended by 
section 402 of the Public Buildings Act of 1949 (63 Stat. 199; 40 
U.S. C. 345). 

Section 1 would modify and extend such current authority to build- 
ing sites acquired under other construction programs administered 
by this agency, in addition to the Public Buildings Act of 1926 pro- 
gram, in the interest of uniformity of treatment. It would clarify 
the purposes for which rentals might be employed (by adding opera- 
tion, protection, demolition, and improvement of the property). 

It would also modify present negotiation authority, now limited by 
the 1926 act to building site residential property of a rental value 
under $1,200 per annum, by permitting negotiation of leases of any 
building site property to the former owner from whom the Govern- 
ment acquired the property or his tenant where the lease is executed 
incident to or in connection with acquisition of the property. This 
will provide needed flexibility in the interim disposal of property and 
facilitate its management pending need for physical possession for 
construction purposes. 

Under section 2, it is intended to repeal that portion of the act of 
June 24, 1948 (62 Stat. 644), which requires that the commercial 
rentals received from lease of space in the Lafayette Building, 811 
Vermont Avenue NW., in the District of Columbia shall be deposited 
into a fund and shall be available to pay the cost of maintenance, 
upkeep, and repair of the leased space and that the unobligated 
balances of rentals shall be covered at the end of each fiscal year into 
miscellaneous receipts. The General Accounting Office recommends 
this‘ action. 

On June 30, 1949, section 102 (a) of the Federal Property and 
Administrative Services Act of 1949 (83 Stat. 377) transferred all 
authority and responsibility vested in the Federal Works Adminis- 
trator to the Administrator of General Services. 

Subsequently a buildings management fund was established in GSA, 
pursuant to statutory authority by the act of July 12, 1952 (66 Stat. 
594), for the purpose of financing all buildings management operations 
performed by GSA. This amendment provided, however, that the 
buildings management fund would not be available for expenses 
relating to the Lafayette Building space leased for commercial 
purposes. 

As a result, expenses related to the Lafayette Building space 
occupied by Government agencies are financed by the _ buildings 
management fund, while expenses related to the space leased for 
commercial purposes are financed by. the fund for the maintenance 
of the Lafayette Building. 

It would be efficient, practical, and result in a reduction of the 
administrative workload to require all activities of the Lafayette 
Building to be financed within the buildings management fund. 
Expenses applicable to the commercially leased space are paid initially 
from the buildings fund, which requires billings and collections 
between the two funds. Under the provisions of this proposed 
legislation, these functions would be handled in one fund, and com- 
plete information relative to the expenses of all buildings manage- 
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ment operations by GSA, as well as the commercially leased space in 
the Lafayette Building, would be available from the records of the 
buildings management fund. 

Sections 3 and 4 of the draft bill are technical amendments necessary 
to effectuate the purposes of sections 1 and 2. 

The enactment of this proposed legislation would not increase the 
expenditure of Federal funds. 

GSA urges prompt and favorable consideration of this draft bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
FRANKLIN G. Fioere, Administrator. 





ComPpTroLLER GENERAL OF THE UNITED STaTEs, 
Washington, March 18, 1958. 
Hon. Joun L. McCueian, 
Chairman, Committee on Government Operations, 
United States Senate. 

Dear Mr. CaatrmMan: Further reference is made to your letter of 
January 29, 1958, requesting our views on S. 3142. 

The bill would amend the Federal Property and Administrative 
Services Act of 1949 to extend the authority of the Administrator of 
General Services to lease out Federal building sites until needed for 
construction purposes. The bill would also amend the act of June 24, 
1948 (62 Stat. 644), to eliminate the separate fund established for the 
maintenance of commercially leased space in the Lafayette Building, 
Washington, D. C. 

Section 1 of the bill would authorize the Administrator to lease out 
at fair rental value Federal building sites and improvements thereon 
until they are needed for construction purposes, on such terms as the 
Administrator deems in the public interest pursuant to section 203 (e) 
of the Federal Property and Administrative Services Act of 1949, as 
amended. Section 203 (e), as amended by Public Law 971, 84th 
Congress, which relates primarily to disposals of surplus property, 
provides a blanket exemption until July 31, 1958, from any provision 
of existing law for advertising, unless the Administrator determines 
in a given case that advertising will better protect the public interest. 
As we construe the language of S. 3142, this blanket exemption would 
now be extended to cover leases of all building sites. The present 
exemption from the advertising requirements in section 5 of the 
Public ‘Buildings Act of 1926, as amended, ‘is limited to leases of 
residential properties where the estimated annual rentals do not 
exceed $1,200. 

In our opinion the negotiation authority ‘(as derived through the 
present language of sec. 203 (e)) granted by section 1 of the bill is 
unnecessarily broad insofar as leases of building sites are concerned. 
We believe that the general authority to enter into leases of building 
sites without advertising should be limited to those cases in which 
negotiation is clearly necessary and that the decision to negotiate 
without advertising should be based on a positive determination that 
such negotiation would better serve the interests of the Government. 
In this connection, 8. 2224, which was introduced on June 5, 1957, 
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would amend the broad language of section 203 (e) of the Federal 
Property and Administrative Services Act of 1949 by specifying in 
detail the conditions under which disposals may be negotiated. If 
enacted, S. 2224 would remove our basic objection to the negotiation 
authority provided by section 1 of S. 3142. 

Section 1 of S. 3142 also provides specific authority to negotiate 
leases without advertising for bids if the lessee is the former owner 
from whom the property was acquired or his tenant in possession, and 
the lease is negotiated incident to or in connection with the acquisition 
of the property. We believe that this limited negotiation authority 
would be desirable to facilitate the interim leasing of sites before 
needed for construction purposes. 

Section 1 of the bill further provides that the rentals received from 
the leases of building sites may be deposited into the buildings man- 
agement fund established by section 210 (f) of the Federal Property 
and Administrative Services Act of 1949, as amended. This fund 
would be made available by section 3 of the bill for the payment of 
necessary demolition and improvement expenses. Under the Public 
Buildings Act of 1926, rentals received from the leases of sites acquired 
under the act are now deposited to a special revolving fund (47X4148) 
which is available to pay the cost of such maintenance, repair, and 
alterations as is necessary to keep the sites in rentable condition. At 
the end of each fiscal year the unobligated balances of rentals de- 
posited in the revolving fund (47X4148), after provision for necessary 
reserves, are required to be covered into the Treasury as miscellaneous 
receipts. Section 4 of S. 3142 would abolish the revolving fund 
(47X4148), and all site rentals would be deposited into the buildings 
management fund. 

Public Law 522, 82d Congress (66 Stat. 593), which established the 
buildings management fund, specifically provided that the fund would 
not be available for expenses of maintaining sites acquired under the 
Public Buildings Act of 1926. In enacting Public Law 522, the Con- 
pom also continued the use of the special revolving fund (47X4148) 
or rentals and expenses in connection with leases of these building 
sites. 

We have been advised by officials of the General Services Adminis- 
tration that the purpose of making the buildings management fund 
available for demolition and improvement expenses is to permit an 
adequate rental return to the Government during the interim period 
before construction begins where demolition of existing structures or 
minor improvement would enhance the rental value of the property. 
Section 3 of S. 3142 would permit immediate demolition or improve- 
ment without the delays incident to obtaining appropriated funds 
for such purposes. 

While we do not object to the use of site rentals to defray the cost 
of minor demolition and improvement involving building sites, we 
believe that the language of section 3 might permit the use of site 
rentals to finance major demolition or improvement costs which have 
generally been subject to specific congressional control through the 
appropriation processes. Moreover, we construe the language of 
S. 3142 to make the buildings management fund available also for 
improvement and demolition of other Government properties in addi- 
tion to building sites. We do not believe that the buildings manage- 
ment fund should be made available for such purposes. 
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Aside from the foregoing, we have no objection from an audit stand- 
point to. the deposit of site rentals into the buildings management 
fund. Under existing provisions of section 210 (f) of the Federal Prop- 
erty and Administrative Services Act of 1949, any net income of the 
buildings management fund is required to be covered into the Treasury 
as miscellaneous receipts. Further, accounting controls for fund 
activities should assure that net rentals will not be used to defray 
operating costs which are presently billed to other appropriations or 
funds. On the other hand, since income and expenses relating to sites 
acquired under the 1926 act were specifically excluded from the build- 
ings management fund at the time it was established, the Congress 
may desire to authorize the continued use of the special revolving 
fund (47X4148) for all building site rentals and expenses in lieu of 
extending the scope of the buildings management fund. 

Section 2 of S. 3142 would abolish the requirement contained in 
the act of June 24, 1948, that rentals received from commercial tenants 
in the Lafayette Building, Washington, D. C., be deposited into a 
separate fund in the Treasury. 

On January 1, 1953, pursuant to authority in the Federal Property 
and Administrative Services Act of 1949, as amended, the buildings 
management fund (47X4531) was established for the purpose of 
finanemg all buildings management operations authorized by law to 
be performed by General Services Administration. However, the 
act provided specifically that the buildings management fund was 
not to be available for expenses related to the Lafayette Building 
space leased to commercial tenants. Expenses related to the Lafayette 
Building space occupied by Government agencies are, therefore, 


financed by the buildings management fund, and orn related to 
ce 


the space leased for commercial purposes are financed by the separate 
fund for maintenance of the Lafayette Building (47X4149). At 
June 30, 1957, Government agencies occupied about 330,000 square 
feet of the Lafayette Building, and commercial tenants occupied about 
7,000 square feet. Net rentals from commercial tenants amounted 
to only about $35,000 for fiscal year 1957. 

In view of the relatively small part of the Lafayette Buildi 
occupied by commercial tenants and the relatively small csitannasviel 
rentals received, we believe that no significant purpose is accomplished 
by continuing the separate fund for maintenance of the building. To 
eliminate interfund paperwork and to provide for more consistency 
in the financing of buildings management operations, we recommended 
to the Administrator of General Services, in a report dated September 
20, 1956 (B-118623), that legislation be introduced to provide for the 
financing of the entire building from the buildings management fund. 
The language of section 2 of S. 3142 is in line with our recommendation. 

Sincerely yours, 
JosErH CAMPBELL, 
Comptroller General of the United States. 
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ExEcuTivE OFFICE OF THE PRESIDENT, 
BurEAv OF THE Bupeer, 
Washington, D. C., March 25, 1958. 
Hon. Joun L. McCuieuan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
January 29, 1958, inviting the Bureau of the Budget to comment on 
S. 3142, a bill to amend the Federal Property and Administrative 
Services Act of 1949 to extend the authority to lease out Federal 
building sites until needed for construction purposes and the act of 
June 24, 1948 (62 Stat. 644), and for other purposes. 

This measure is designed to improve the administrative and financial 
management of Federal building sites, including improvements 
thereon, and to simplify administrative procedures relating to the 
accounting for commercial rental receipts from the Lafayette Building 
in Washington, D. C. 

This Office recommends that your committee give favorable consid- 
eration of this bill. 

Sincerely yours, 
Percy RAPpPAPort, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed by the Senate, are shown as follows (existing law proposed to 
be omitted is enclosed in black brackets, new matter is printed in 
italic, existing law in which no change is proposed is shown in roman): 


Supsections (a) AND (f) or Section 210 oF THE FEDERAL PROPERTY 
AND ADMINISTRATIVE SeRvicEsS Act oF 1949, as AMENDED 


OPERATION OF BUILDINGS AND RELATED ACTIVITIES 


Sec. 210. (a) Whenever and to the extent that the Administrator 
has been or hereafter may be authorized by any provision of law other 
than this subsection to maintain, operate, and protect any building, 

roperty, or grounds situated in or outside the District of Columbia, 
including the construction, repair, preservation, demolition, furnish- 
ing, and equipment thereof, he is authorized in the discharge of the 
duties so conferred upon him— 

(1) to purchase, repair, and clean uniforms for civilian em- 

loyees of the Genera! Services Administration who are required 
by law or regulation to wear uniform clothing; 

(2) to furnish arms and ammunition for the protection force 
maintained by the General Services Administration ; 

(3) to pay ground rent for buildings owned by the United 
States or occupied by Federal agencies, and to pay such rent in 
advance when required by law or when the Administrator shall 
determine such action to be in the public interest; 

(4) to employ and pay personnel employed in connection with 
the functions of operation, maintenance, and protection of prop- 
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erty at such per diem rates as may be approved by the Admin- 
istrator, not exceeding rates currently paid by private industry 
for similar services in the place where such services are performed ; 

(5) without regard to the provisions of section 322 of the Act 
of June 30, 1932 (47 Stat. 412), as amended, to pay rental, and 
to make repairs, alterations, and improvements under the terms 
of any lease entered into by, or transferred to, the General Serv- 
ices Administration for the housing of any Federal agency which 
on June 30, 1950, was specifically exempted by law from the 
requirements of said section; 

(6) to obtain payments, through advances or otherwise, for 
services, space, quarters, maintenance, repair, or other facilities 
furnished, on a reimbursable basis, to any other Federal agency, 
or any mixed-ownership corporation (as defined in the Govern- 
ment Corporation Control Act), or the District of Columbia, and 
to credit such payments to the applicable appropriation of the 
General Services Administration ; 

(7) to make changes in, maintain, and repair the pneumatic 
tube system connecting buildings owned by the United States or 
occupied by Federal agencies in New York City installed under 
franchise of the city of New York, approved June 29, 1909, and 
June 11, 1928, and to make payments of any obligations arisin 
thereunder in accordance with the provisions of the Acts aeeree 
August 5, 1909 (36 Stat. 120), pe May 15, 1928 (45 Stat. 533); 

(8) to repair, alter, and improve rented premises, without 
regard to the 25 per centum limitation of section 322 of the Act 
of June 30, 1932 (47 Stat. 412), as amended, upon a determina- 
tion by the Administrator that by reason of circumstances set 
forth in such determination the execution of such work, without 
reference to such limitation, is advantageous to the Government 
in terms of economy, efficiency, or national security: Provided, 
That such determination shall show that the total cost (rentals, 
repairs, alterations, and improvements) to the Government for 
the expected life of the lease shall be less than the cost of alter- 
native space which needs no such repairs, alterations, or im- 

rovements. A copy of every such determination so made shall 
e furnished to the General Accounting Office; 

(9) to pay sums in lieu of taxes on real property declared 
surplus by Government corporations, pursuant to the Surplus 
Property Act of 1944, where legal title to such property remains 
in any such Government corporation; 

(10) to furnish utilities and other services where such utilities 
and other services are not provided from other sources to persons, 
firms, or corporations occupying or utilizing plants or portions of 

lants which constitute (A) a part of the National Industrial 

eserve pursuant to the National Industrial Reserve Act of 1948, 
or (B) surplus real property, and to credit the amounts received 
therefrom to the applicable appropriations of the General Services 
Administration; 

(11) at the direction of the Secretary of Defense, to use pro- 
ceeds received from insurance against damage to properties of the 
National Industrial Reserve for repair or restoration of the 
damaged properties; [and] 
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(12) to acquire, by purchase, condemnation, or otherwise, real 
estate and interests therein[.J; and 

(13) to enter into leases of Federal building sites and additions 
to sites, including improvements thereon, until they are needed for 
construction purposes, at their fair rental value and upon such other 
terms and conditions as the Administrator deems in the public interest 
pursuant to the provisions of section 208 (e) hereof. Such leases 
may be negotiated without public advertising for bids if the lessee 
is the former owner from whom the property was acquired by the 
United States or his tenant in possession, and the lease is negotiated 
incident to or in connection with the acquisition of the property. 
Rentals received under leases executed pursuant to this paragraph 
may be deposited into the Buildings Management Fund established 
by subsection (f) of this section. 


* 4 * * * * * 


(f) There may be established by the Secretary of the Treasury, on 
such date during the fiscal year 1953 as may be determined by the 
Administrator, a Building Management Fund, which shall be avail- 
able, without fiscal year limitation, for expenses necessary for building 
management operations and related services, including demolition and 
amprovement with respect to Federal building sites authorized to be 
leased pursuant to section 210 (a) of this Act, authorized by law for the 
fund to be performed by the General Services Administration. Ac- 
counting for the fund shall be maintained on the accrual method and 
financial reports shall be prepared on the basis of such accounting. 
There is authorized to be appropriated to said fund such sums as may 
be required, but not to exceed the amount of $10,000,000, and any 
stocks of supplies and any equipment, available for buildings manage- 
ment functions of the General Services Administration, on hand, or 
on order, on the date of establishment of said fund, shall also be used 
to capitalize the fund: Provided, That said fund shall be credited 
with (1) annual advances for nonrecurring expenses, quarterly ad- 
vances for other expenses, and reimbursements from available appro- 
priations and funds of the General Services Administration and of 
any other agency, or organization to which services, space, quarters, 
maintenance, repair, or other facilities are furnished, at rates to be 
determined by the Administrator on the basis of estimated or actual 
costs (including accrued leave, and maintenance, repair, and where 
applicable, depreciation of equipment) and (2) all other reimburse- 
ments, and refunds or recoveries resulting from operations of the 
fund, including the net proceeds of disposal of excess or surplus 
personal property and receipts from carriers and others for loss of, 
or damage to property: Provided further, That following the close of 
each fiscal year any net income, after making provision for prior 
year losses, if any, shall be covered into the Treasury of the United 
States as miscellaneous receipts: Provided further, That said fund 
[shall not be available for expenses of carrying out the provisions of 
the Act of June 24, 1948 (62 Stat. 644), or section 5 of the Act of 
May 25, 1926, as amended (40 U.S. C. 345), and shall not be credited 
with receipts from operations under said provisions of law, or] shall 
not be credited (except as provided in this section for the net proceeds 
of disposal of excess or surplus property and receipts from loss or 
damage to property) with any receipts required by any other law to 
be credited to miscellaneous receipts of the Treasury. 


LEASE OUT FEDERAL BUILDING SITES UNTIL NEEDED ll 


Act or JuNE 24, 1948 (62 Strat. 644) 


Be at enacted by the Senate and House of Representatives of the United 
States Congress assembled, That the Administrator of General Services 
is hereby authorized to lease for commercial purposes not exceeding 
ten years and upon such terms and conditions as he may deem to be in 
the public interest, such space in the building located at 811 Vermont 
Avenue Northwest, Washington, District of Columbia, commonly 
known as the Lafayette Building, as was leased by the Reconstruction 
Finance Corporation to the United States of America by section 306, 
title III, Public Law 268, Eightieth Congress. [The rentals received 
pursuant to this Act may be deposited into a common fund account or 
accounts in the Treasury, and notwithstanding the provisions of the 
Act of June 30, 1932 (40 U. S. C. 303b), shall be available to pay the 
cost of maintenance, upkeep, and repair of the space so leased and for 
the establishment of necessary reserves therefor: Provided, That 
except for such necessary reserves, the unobligated balances or rentals 
so deposited into the Treasury shall be covered at the end of each 
fiscal year into miscellaneous receipts.] The rentals received pursuant 
to this Act may be deposited in the Buildings Management Fund, estab- 
lished pursuant to section 210 (f) of the Federal Property and Admin- 
istrative Services Act of 1949 (68 Stat. 377), as amended. 





Section 5, Pusiic Buripines Act oF 1926 (44 Stat. 630, As AMENDED; 
40 U. S. C. 345) 


Sec. 5. For the purpose of carrying out the provisions of this Act 
the sum of $150,000,000, in addition to the amount authorized in 
section 3, hereof, is hereby authorized to be appropriated, but under 
this authorization, and from appropriations (exclusive of appro- 
priations made for “remodeling and enlarging public buildings’’), 
heretofore made for the acquisition of sites for, or the construction, 
enlarging, remodeling, or extension of, public buildings under the 
control of the Treasury Department, not more than $25,000,000, 
in the aggregate shall be expended annually: Provided, That such 
amount as is necessary, not to exceed $50,000,000 of the total amount 
authorized to be expended under the provisions of this Act shall 
be available for projects in the District of Columbia, and not more 
than $10,000,000 thereof shall be expended annually: Provided, 
That at least one-third of the expenditures outside of the District 
of Columbia during the fiscal year 1927 shall be for the buildings 
heretofore authorized and at least one-third of the expenditures for 
the fiscal year 1928, and at least one-third of the expenditures for 
the fiscal year 1929, shall be for a like purpose unless a less amount 
shall be necessary to complete all of such buildings: Provided further, 
That expenditures outside the District of Columbia under the provi- 
sions of this section shall not exceed the sum of $5,000,000 annually in 
any one of the States, Territories, or possessions of the United States. 

In each of the cities in which a site is to be acquired under the 
provisions of this Act, the Secretary of the Treasury shall solicit 
proposals by public advertisement. Such advertisement shall be 
published for a period of twenty days in one of the newspapers in 
said city having the largest circulation, for the sale of lands suitable 
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for the purposes. The Secretary of the Treasury shall cause the sites 
offered, and such others as may be found to be suitable or desirable 
for the purpose, to be examined in person by an agent employed or 
detailed for the purpose, who shall make written report to said 
Secretary of the results of said examination and of his recommenda- 
tion thereon and the reasons therefor, which shall be accompanied 
by the original proposals and all maps, plats, and statements which 
shall have come into his possession relating to the said proposed sites 

[With respect to sites or additions to sites acquired under this Act, 
the Commissioner of Public Buildings is hereby authorized, in his dis- 
cretion to rent, until they are needed for construction purposes, such 
sites or additions to sites and any improvements located thereon not 
reserved by the vendors, at a fair rental value and upon such terms 
and conditions as he may deem to be in the public interest. Such 
rentals may be deposited into a common fund account or accounts in 
the Treasury, and notwithstanding the provisions of the Act of June 
30, 1932 (40 U. S. C. 303b), shall be available to pay the cost of such 
maintenance, repair, and alterations of any improvements located on 
such sites or additions to sites as is necessar y to keep them in rentable 
condition and for the establishment of necessary reserves therefor: 
Provided, That except for such necessary reserves, as determined by 
the Commissioner, the unobligated balances of rentals so deposited 
into the Treasury shall be covered at the end of each fiscal year into 
miscellaneous receipts: Provided further, That with respect. to im- 
provements on such sites or additions to sites which are suitable for 
residential purposes only and the estimated annual rentals of which 
will not exceed $1,200, the Commissioner may enter into leases without 
regard to the provisions of section 3709 of the Revised Statutes, as 
amended. ] 

That, so far as practicable, all buildings constructed, enlarged, 
or extended under the provisions of this Act shall be unexposed to 
danger of fire from adjacent buildings by an open space of at least 
forty feet on each side, including streets and alleys: Provided, That 
the Secretary of the Treasury may, in his discretion, acquire sites 
on which an open space of the extent hereinbefore specified can not 
be reserved, and he is likewise authorized, whenever in his judgment 
such action is necessary and warranted, to reduce the open space 
about any Federal building heretofore constructed and under the 
custody and control of said department. 

In carrying into effect the provisions of this Act, if the Secretary 
of the Treasury deems it to be to the best interests of the Government 
to construct Federal buildings to take the place of existing Federal 
buildings, he is herby authorized to cause the present buildings 
to be demolished, in order that. the sides may be utilized in Saale 
or in part for such buildings, or where in his judgment it is more 
advantageous to construct a Federal building on a different site in 
the same city, to sell any such building or buildings and the site 
or sites thereof, at such time and on such terms as he deems proper, 
and to convey the same to the respective purchasers thereof by the 
usual quitclaim deed, and to deposit the proceeds of the sales thereof 
in the Treasury as miscellaneous receipts. 


O 
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UNITBB STATOR otess: HOUSE OF ruby rive { REPORT 


2d Session No. 2663 


DIRECTING THE SECRETARY OF THE ARMY TO TRANS- 
FER CERTAIN BUILDINGS TO THE CROW CREEK SIOUX 
INDIAN TRIBE 


Avuaust 18, 1958.—-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Ha.ey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S§., 2117] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 2117) directing the Secretary of the Army to 
transfer certain buildings to the Crow Creek Sioux Indian Tribe, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of S. 2117 is to authorize and direct the Secretary of 
the Army to transfer to the Crow Creek Sioux Indian Tribe, without 
compensation, title to the buildings that were a part of the Govern- 
ment improvements and facilities acquired by the Corps of Engineers 
on the original site of the Crow Creek Agency at Fort Thompson, 
S. Dak., within the taking area of the Fort Randall Dam and Reservoir 
project, and that were released to the tribe by the Corps of Engineers. 
The bill also directs the Secretary of the Army to reimburse the tribe 


for any money which the tribe paid for the buildings referred to, but 
not in excess of $6,000. 


GENERAL STATEMENT 


Under the authority of the act of December 22, 1944 (58 Stat. 887) 
and memorandum of understanding between the Corps of Engineers and 
the Bureau of Indian Affairs dated January 14, 1954, the Department 
of the Army acquired possession of certain Government improvements 
and facilities at the agency headquarters of the Crow Creek Agency 
at Fort Thompson, S. Dak., located within the taking area of the 
Fort Randall Dam and Reservoir project, Missouri River Basin. 
Subsequently, upon request of the tribe, some 37 items of sundry 
surplus buildings were released by the Corps of Engineers to the 
Indians at salvage value ranging from $1 to $650, totaling $5,032. 
This amount was paid to the Corps of Engineers on June 18, 1957. 
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There is no existing authority under which the buildings can be 
donated to the Indians without payment. The committee believes 
that these old surplus buildings, that would have been inundated by 
the reservoir waters and would have been burned or destroyed prior 
to filling the reservoir, should have been transferred to the Indians 
without compensation, since considerable expense was incurred by the 
Indians in moving the buildings or tearing them down and salvaging 
the material contained in them for use elsewhere. 

The Bureau of the Budget offers no objection to enactment of S. 
2117. The comments of the Bureau of the Budget are as follows 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BurEAU OF THE BupGeEt, 
Washington, D. C., June 19, 1958. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
United States Senate, 412 Senate Office Building, 
Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 2117, a bill 
directing the Secretary of the Army to transfer certain buildings to the 
Crow Creek Sioux Indian Tribe. 

The bill authorizes and directs the Secretary of the Army to transfer 
to the Crow Creek Sioux Indian Tribe, without compensation, title 
to the buildings that were a part of the Government improvements 
and facilities acquired by the Corps of Engineers on the original site 
of the Crow Creek Agency at Fort Thompson, S. Dak., within the 
taking area of the Fort Randall Dam and Reservoir project and that 
were released to the tribe by the Corps of Engineers. The bill also 
directs the Secretary of the Army to reimburse the tribe for any 
money which the tribe paid for the buildings referred to, but not in 
excess of $6,000. 

Your attention is called to the fact that authorities similar to those 
contained in this bill are included in S. 2152, a bill concerned with the 
acquisition of lands required for the Fort Randall project now pend- 
ing before the Committee on Interior and Insular Affairs. 

While the Bureau of the Budget would have no objection to the 
enactment of S. 2117, the Congress may wish to consider this matter 
as a part of the larger question of land acquisition on the Crow Creek 
Reservation under 8. 2152. 

Sincerely yours, 
(Signed) Putuuip S. Hueuss, 
Assistant Director for Legislative Reference. 

The Committee on Interior and Insular Affairs recommends the 
enactment of S. 2117. 

O 














2d Session OF MICHIGAN No. 2664 


85TH CoNGRESS } HOUSE OF REPRESENTATIVES } REPORT 


SEP 21 1853 


MAIN 
READING ROOM 


ADDING CERTAIN PUBLIC DOMAIN LANDS IN NEVADA 
TO THE SUMMIT LAKE INDIAN RESERVATION 


Aveust 18, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatsy, from the Committee on Interior and }Insular_ Affairs, 
submitted the following 


REPORT 


[To accompany 8. 3949] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 3949) to add certain public domain lands in 
Nevada to the Summit Lake Indian Reservation, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 3949 is to withdraw from the public domain an 
80-acre tract of public domain lands situated in Humboldt County, 
Nev., and add the land to the Summit Lake Indian Reservation. 
The withdrawal would be subject to any valid rights in such lands 
heretofore initiated under the public land laws. 

The lands affected are within the exterior boundaries of the Indain 
reservation and were originally included in a public domain Indian 
allotment application which was rejected many years ago. 

Other public domain lands were added to the reservation by the act 
of March 3, 1928 (45 Stat. 160), but the 80-acre tract in question was 
not included in that act, although the Indians have been using the 
land in their livestock enterprise. 

The committee believes that since this parcel of land is completely 
surrounded by other tribal and allotted Indian lands and the Indians 
can make the most beneficial use of the property it should be made a 
part of the reservation. 

The reports of the Department of the Interior and the Bureau of 
the Budget recommending enactment of S. 3949 are as follows: 





ADDITION TO SUMMIT LAKE INDIAN RESERVATION, NEV. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1958. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: This is a report on S. 3949, a bill to add 
certain public domain lands in Nevada to the Summit Lake Indian 
Reservation. 

We recommend that the bill be enacted. 

The 80-acre tract involved is within the boundaries of the reserva- 
tion and is completely surrounded by Indian tribal and allotted land. 

The original area of the reservation was reserved by Executive order 
of January 14, 1913. The order covered all of sec. 20, T. 42 N., R. 
26 E., except the SKNEY%, SEXNWY, NEYSW, and N¥SE¥%. The 
SEYNE\, NEMSEX, which is proposed to be added to the reserva- 
tion, wes included in the public domain allotment application (No. 
07337, dated September 16, 1912) of George Sam. This application 
was finally rejected on May 28, 1914. The remaining 160 acres that 
were excepted from the Executive order were included in public 
domain allotments and patented to two individual Indians. 

Additional public domain lands were added to the reservation by 
the act of March 3, 1928 (45 Stat. 160), and the reservation now con- 
tains 10,288.12 acres. The 80-acre tract under consideration was not 
included 7” the act, however. The record indicates that the Bureau 
of Indian Affairs first became aware of the fact that it was vacant 
public ao ain land in 1944 during a reservation land study. 

The Indians have used the land in connection with their livestock 
enterprise since the establishment of the Summit Lake Indian Reser- 
vation. Because of its location, it is believed that the Indians of the 
Summit Lake Indian Reservation can make the most beneficial use 
of the land. 

The Federal Register of September 5, 1957, carried a notice of a 
proposed withdrawal of this land, and on January 15, 1958, the 
Assistant Secretary of the Interior withdrew the lands in aid of legisla- 
tion. The withdrawal was published in the Federal Register of 
January 21, 1958. 

The land is needed by the Indians, and it is our opinion that the 
tract should be made a part of the reservation. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 
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Executive Orrick OF THE PRESIDENT, 
Bureau or THE Bup@et, 
Washington, D. C., July 1, 1958. 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 3949, a bill 
to add certain public domain lands in Nevada to the Summit Lake 
Indian Reservation. 

If enacted, the bill would add some 80 acres of public domain lands 
to the Summit Lake Reservatien. The lands in question, which lie 
wholly within the reservation boundaries and which are used by the 
Indians for livestock purposes, were withdrawn on January 15, 1958. 

The Bureau of the Budget would have no objection to enactment of 
5. 3949. 

Sincerely yours, 
Puiiurpe S. Hueues, 
Assistant Director for Legislative Reference. 


The Committee on Interior and Insular Affairs recommends the 
enactment of S. 3949. 








BEPOSITED BY THE 
UNITED STATES OF 


85TH CONGRESS HOUSE OF REPRESENTATIVES Report 
2d Session No. 2665 


PROVIDING FOR SENDING TO CONFERENCE THE BILL, H. R. 13247, 
TO STRENGTHEN THE NATIONAL DEFENSE AND TO ENCOURAGE 
AND ASSIST IN THE EXPANSION AND IMPROVEMENT OF EDUCA- 
TIONAL PROGRAMS TO MEET CRITICAL NEEDS 


Aueust 18, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Sirs of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 691] 


The Committee on Rules, having had under consideration House 


Resolution 691, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 


BWIVcee, 6 
OF MICHIGAN 


SEP 11 1959 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REpPortT 
2d Session No. 2666 


AMENDING HOUSE RESOLUTION 149, 85TH CONGRESS 
Avuaust 18, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. Smits of Virginia, from the Committee on Rules, submitted the 


7 
following 


REPORT 


[To accompany H. Res. 679] 


The Committee on Rules, having had under consideration House 
Resolution 679, report the same to the House with the recommenda- 
tion that the resolution do pass with the following amendment: 

Strike all after the word ‘‘Resolved”’ and insert the following: 


That House Resolution 149, Eighty-fifth Congress, as amended, is further 
amended by striking out the first sentence in paragraph two thereof and inserting 
in lieu thereof the following: ‘‘For such purposes the said committee or any sub- 
committee thereof as authorized by the chairman is hereby authorized to sit 
and act during the present Congress at such times and places within the United 
States, its Territories and possessions, within the North American Continent, or 
elsewhere when in connection with any study or investigation of ocean steamship 
conferences and the dual rate svstem, whether the House has recessed, or has 
ad,ourned, to hold such hearings, and to require by subpena or otherwise the 
attendance and testimony of such witnesses and the production of such books, 
records, correspondence, memoranda, papers, and documents, as it deems neces- 
sary: Provided, however, That in no event shall the chairman designate more than 
five committee members and two staff members to proceed outside the United 
States on any study or investigation of ocean steamship conferences and the dual 
rate system.” 

O 
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85TH CoNGRESS HOUSE OF REPRESENTATIVES REPoRT 
2d Session No. 2669 


APPROVING A REPAYMENT CONTRACT, HEART MOUN- 
TAIN IRRIGATION DISTRICT, WYOMING 


Avuaust 18, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


; ERSiIsY 
Mr. AspINnAti, from the Committee on Interior and InsulaP AffpieiGAN 
submitted the following f 

SEP 11 1$ou 


REPORT 
MAIN 


(To accompany 8. 4088] READING ROOM 


The Committee on Interior and Insular Affairs, to whom was 


referred the bill (S. 4088) to approve a repayment contract negotiated 
with the Heart Mountain Irrigation District, Wyoming, and to 
authorize its execution, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE AND EXPLANATION 


This legislation would authorize the Secretary of the Interior to 
execute a repayment contract with the Heart Mountain Irrigation 
District, Wyoming, negotiated pursuant to section 7 of the Reclama- 
tion Project Act of 1939, and approved by the electors of the district 
at an election held June 30, 1958. 

The contract, covering the construction costs of the Heart Mountain 
division of the Shoshone reclamation project, provides for the delivery 
of water to about 25,800 acres of irrigable land now included in farm 
units for which necessary works have already been constructed, and 
2,000 additional acres which could be served by pumping from the 
Heart Mountain Canal. Development of the 2,000 acres in the 
pumping area would be contingent upon the availability of funds for 
such development and assumption by the Heart Mountain Irrigation 
District of operation and repayment responsibility for these areas. 

Under the proposed contract, the district would assume a repay- 
meut obligation of $7 million for the gravity portion of the Heart 
Mountain division, or $8 million if the pump areas are developed and 
included in the district. This obligation includes the total cost of the 
district works and the district’s proportionate share of the cost of 
joint works. 
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Based upon the Department’s payment capacity studies and annual 
payment determinations, it will require approximately 121 years for 
the district to repay the $7 million obligation for the gravity i: a 
ment comprising 25,800 acres. If the pump areas are developed, i 
will require approximately 127 years for the district to scomeniek 
repayment. The low produc tive capacity of the land in the area is 
the reason for this rather low payment capacity. Gross crop values 
average only about $50 per acre. However, with respect to the long 
repayment period, it should be pointed out that this district is paying 
its full cost, and is not receiving assistance from power revenues of the 
Missouri River Basin. 

COST 


This legislation does not require the appropriation of any additional 
funds, but provides for the full return to the United States of the cost 
expended or to be expended under existing authority for the irrigation 
works serving the district. 


DEPARTMENT’S RECOMMENDATION 


The Department of the Interior negotiated the repayment con- 
tract, and the Secretary bas approved it as to form. The Department 
recommends enactment of this legislation which authorizes the 
Secretary to execute the contract. 


COMMITTEE’S RECOMMENDATION 


The committee notes the exceedingly long repayment period pro- 
vided for under this contract. The committee generally is not in 
favor of a period extending beyond 50 years. However, the committee 
recognizes that this district is receiving no assistance from the 
Missouri River Basin Power revenues, and this fact combined with the 
low quality of the land precludes payout within 50 years. Under 
these circumstances, the committee approves the arrangement worked 
out between the Department and the district. 


BACKGROUND 


The Heart Mountain division of the Shoshone reclamation project 
is situated in Park County, Wyo., on the northwest side of the Sho- 
shone River. The water supply for the Heart Mountain division is 
obtained from the Buffalo Bill Reservoir and delivered through the 
Shoshone Canyon conduit of the Heart Mountain Canal, joint use 
features of the Shoshone project 

The Heart Mountain division was settled by veterans of World 
War II. There are about 205 irrigated farms in the district and the 
population of the district is something over 1,000. The development 
work on the existing units is for all practical purposes completed. 
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DEPARTMENT REPORTS 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 7, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: This responds to your request for the 
views of this Department on S. 4088, a bill to approve a repayment 
contract negotiated with the Heart Mountain Irrigation District, 
Wyoming, and to authorize its execution. 

We recommend that the bill be enacted. 

S. 4088 would approve, and authorize the Secretary to execute, on 
behalf of the United States, the proposed repayment contract with 
the Heart Mountain Irrigation District which was negotiated pursuant 
to section 7 of the Reclamation Project Act of 1939 (53 Stat. 1187, 
1192), and was approved by the electors of the district at an election 
held June 30, 1958. 

The Heart Mountain division is 1 of 4 irrigation divisions of the 
Shoshone project, and was the last division on the project to be devel- 
oped and settled. Construction was begun in 1936, and the first land 
was opened to settlement in 1946. Subsequent homestead openin 
were announced in 1947 and 1949. About 25,800 acres of irrigable 
land are now included in farm units. Additional irrigable land in the 
amount of about 2,000 acres in the North Cody and Ralston pump 
areas can be served by pumping from the Heart Mountain Canal. 
Under the proposed contract and subject to the availability of funds, 
development of these pump areas may be undertaken after the Heart 
Mountain Irrigation District advises within 10 years that it will 
(1) accept the construction charge obligation on account of the cost of 
constructing and developing the pump areas; (2) accept the care, 
operation, and maintenance of the works serving such areas; and 
(3) cause the lands under the pump areas to be included within the 
district. An important consideration to the development of the pump 
areas is that the public lands involved would be available for exchange 
or amendment of farm units of the present settlers of the Heart 
Mountain division under procedures established by the act of August 
13, 1953 (67 Stat. 566). 

The Heart Mountain division is situated in Park County, in north- 
western Wyoming, and lies between the towns of Cody and Powell on 
the north side of the Shoshone River. The water supply for the 
Heart Mountain division, as well as for the other divisions of the 
Shoshone project, is obtained from the Buffalo Bill Reservoir. Water 
for the irrigation of the lands of the division is delivered through the 
Shoshone Canyon conduit and the Heart Mountain Canal. The 
Buffalo Bill Dam and Reservoir, the Shoshone Canyon conduit, and 
the Heart Mountain Canal would also serve lands of the proposed 
Shoshone extensions unit, Missouri River Basin project. 

Under the proposed contract, the district would assume a construc- 
tion obligation of $7 million for the gravity portion of the Heart 
Mountain division, which is now practically completed, or $8 million 
if the pump areas are developed and added to the present district. 
The obligation would include the total cost of the district works as 
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defined in the contract and the district’s proportionate share of the 
cost of the joint works (Shoshone Canyon conduit and the Heart 
Mountain Canal). Consistent with the act of April 9, 1938 (52 Stat. 
210), net power revenues of the Shoshone project will repay the cost 
of the Buffalo Bill Dam and Reservoir except that portion assumed 
under repayment contracts with the Shoshone and Deaver Irrigation 
Districts (Garland and Frannie divisions). The total estimated cost 
of the district works and the district’s share of the cost of the joint 
works are summarized as follows: 








Total 





| Gravity area | Pump areas 




















Shoshone Canyon conduit- ‘ (5. desl $407, 080 | $33, 230 $440, 310 
Heart Mountain Canal_ 1, 404, 560 | 114, 640 1, 519, 200 
Pumping plants and ay ppurtenant works | | 373, 800 373, 800 
Laterals______- ie igi dag 2, 304, 000 248, 300 2, 552, 300 
Drains __ : 2, 214, 650 | 192, 800 2, 407, 450 
General property_ ; | 101, 000 1, 230 | 102, 230 
Transitional deve lopment See laie ‘ 568, 710 36, 000 604, 710 
















Total__.- geveeciast- . 7, 000, 000 L 000, 000 8, 000, 000 











Of the total estimated cost, through December 31, 1957, $6,548,590 
had been expended on the gravity area and $175,250 on the pump 
areas, leaving unexpended balances of $451,410 for the gravity area 
and $824,750 for the pump areas. 

The above costs do not include an operational deficit of $50,195 
which accrued during the years 1941-47, including the period during 
which the project lands and irrigation works were used largely by the 
War Relocation Authority for a relocation camp. Since ‘this deficit 
was incurred prior to the opening of any of the farm units to settlers, 
in our opinion it would be inequitable to require the present settlers 
to repay these costs. Accordingly, the proposed contract makes these 
costs nonreimbursable. 

Under the public notices opening the Heart Mountain lands to 
settlement, a 6-year development period was established, during which 
no payments toward retirement of the cost of construction of the 
irrigation system were to be required. A subsequent public notice, 
published in June 1952, extended the development period from 6 to 
10 years. In accordance with these public notices, the lands described 
in the first public notice would have been assessed for their first con- 
struction payment in 1957. However, the district and the Bureau of 
Reclamation had not yet come to agreement on the specific terms of 
a repayment contract, and the delivery of irrigation water to the lands 
of the district for the years 1957 and 1958 was thereupon authorized 
by the act of May 16, 1957 (71 Stat. 30). The district’s board of 
commissioners and the Bureau agreed that the district would levy 
assessments during the years 1957, 1958, and 1959, to accumulate an 
operation and maintenance reserve fund of $60,000 and would make 
the first assessment for construction in 1960 on all the irrigable land 
of the district. The proposed form of contract provides for this 
arrangement. 

Under the proposed contract, the district will have the option of 
selecting 1 or 2 alternative methods of determining the amount of 
the annual repayment installment. The district will advise the 
contracting officer, prior to the date of the announcement of the first 
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annual installment, which of the two methods will be used. In any 
succeeding year the district may notify the contracting officer that 
it wishes the annual installments computed by the other alternative 
method, which other method shall be applied throughout the re- 
mainder of the repayment period. ‘The first alternative amount will 
be $58,000, which amount will be increased at the rate of $2.25 per 
acre for irrigable lands added to the initial 25,778 acres by develop- 
ment of the pump areas or otherwise. The second alternative amount 
would be determined by multiplying a base amount of $60,600 by 
the national parity ratio for the preceding year. The second alterna- 
tive amount would be similarly increased for the additional irrigable 
lands, but at the rate of $2.35 per acre. In either case, the increases 
would become effective in the sixth year following the year in which 
the first irrigation water is available for the additional lands, thus 
permitting the owners of these additional lands time to accomplish 
the proper development of the lands before they become subject to 
assessment to pay construction charges. Under the variable formula 
of the second alternative the per-acre payments would have averaged 
$2.17 for the period 1948-57 if the contract had been in force during 
those years, $2.25 for the period 1938-57, and $2.19 for the period 
1933-57. 

The payment capacity of district lands bas been estimated at $4.76 
per acre for the gravity area only, and $4.81 per acre for the gravity 
and pump areas combined. The deduction of $2.25 per acre, to meet 
construction assessments, allows $2.51 per acre to cover the cost of 
operation and maintenance of the irrigation system of the gravity 
area only, and $2.56 per acre for the combined gravity and pump 
areas. This is somewhat less than the calculated per-acre cost at 
current cost rates, using Bureau of Reclamation standards and re- 
quirements respecting wages and hours and equipment usage, and 
assuming independent operation. However, the contract provides 
that the district will accept the care, operation, and maintenance of 
the irrigation system on or before January 1, 1960, and the Heart 
Mountain District has already commenced negotiations with the 
Shoshone Irrigation District (Garland division) toward an agreement 
on joint operation of the irrigation works of both districts. Sub- 
stantial savings can be re alized by both districts if they will operate 
jointly. In addition, should the district elect to pay its annual in- 
stallment under the second alternative (variable formula), the con- 
struction assessments would be lower than $2.25 whenever the parity 
ratio of the preceding year was 95 or less, thus leaving a larger share 
of the payment capacity to cover the cost of operation and mainte- 
nance. 

Under the first alternative method of determining the annual install- 
ments the repayment period would be 121 years if the pump areas 
are not developed or 127 years if the pump areas are included. The 
length of the repayment period under the second alternative method 
(using the variable tormula) is indeterminate but is estimated to be 
approximately the same as under the first alternative. Because of 
the limited payment capacity of the district lands and the absence of 
financial assistance from power revenues except for repayment of the 
district’s share of Buffalo Bill Reservoir costs, forms of repayment 
contracts authorized under existing law are not feasible or equitable 
for use in the case of the Heart Mountain Irrigation District. There- 
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fore the proposed contract has been negotiated pursuant to section 7 
of the Reclamation Project Act of 1939 to provide fair and equitable 
treatment of the repayment problems involved and to provide an 
economically sound repayment arrangement. 

Because of the terms of repayment and the provision regarding the 
operational deficit which accrued during the 1941-47 period, execution 
of the proposed contract is not authorized under existing law. Ac- 
cordingly, congressional action is required to approve the contract 
and to authorize its execution on behalf of the United States. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 





Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D. C., July 31, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuatrman: This is in reply to your letter of July 
10, 1958, requesting the views of the Bureau of the Budget on S. 4088, 
a bill to approve a repayment contract negotiated with the Heart 
Mountain Irrigation District, Wyoming, and to authorize its execu- 
tion. 

S. 4088, if enacted, would approve and authorize the Secretary of the 
Interior to execute a repayment contract negotiated with the Heart 
Mountain Irrigation District, Wyoming. The proposed contract was 
approved by the electors of the district on June 30, 1958. The De- 
partment of the Interior, in a report for transmittal to your committee, 
outlines the details of the proposed contract, the pertinent points of 
which are summarized in the following paragraph. 

The district would assume a construction cost obligation of $7 mil- 
lion for the practically completed gravity portion of the Heart Moun- 
tain division of the Shoshone project comprising about 25,800 acres 
of irrigable land, or $8 million if certain pump areas of about 2,000 
irrigable acres are developed and added to the district. Two optional 
methods of determining annual payments would be provided. Under 
the first alternative, annual payments would be $58,000 for the gravity 
portion of the district plus $2.25 per acre developed under irrigation 
pumping. Under the second alternative, the annual payments would 
»e determined by multiplying $60,600 by a national parity ratio, plus 
$2.35 for each acre developed by pumping. The district would select 
the desired method of determining annual payments prior to making 
the first payment, and any year thereafter could shift to the other 
alternative which would have to be used for the remainder of the 
repayment period. The Department estimates that the repayment 
periods would be about 121 years if the pump areas are not developed 
and 127 years if the pump areas are included. The estimated long 
periods of repayment are attributed to very low payment capacities 
of district lands and the absence of repayment assistance from power 
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revenues. The Department expresses the opinion that the proposed 
contract provides an economically sound repayment arrangement and 
recommends that S. 4088 be enacted. 

The Bureau of the Budget believes that, in general, repayment of 
reimbursable costs on irrigation projects should be accomplished 
within 50 years. During a period of project operation exceeding 50 
years it can reasonably be assumed that 1 or more rehabilitation 
programs will be required which would further increase the cost of 
irrigation facilities. We recognize, however, that the special cir- 
cumstances in this case preclude payout within 50 years. We would, 
therefore, not object to enactment of S. 4088. 

Sincerely yours, 
(Signed) Puiu S. Hvenss, 
Assistant Director for Legislative Reference. 


RECOMMENDATION OF THE COMMITTEE 


The Committee on Interior and Insular Affairs recommends en- 
actment of S. 4088. 








85TH CONGRESS HOUSE OF REPRESENTATIVES \ REPORT 
2d Session No. 2670 


Avaust 18, 1958.—Ordered to be printed 


READ NAIN 
R00 
Mr. Cannon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 12858] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 12858) 
making appropriations for civil functions administered by the Depart- 


ment of the Army, certain agencies of the Department of the Interior, 
and the Tennessee Valley Authority, for the fiscal year ending June 
30, 1959, and for other purposes, having met, after full and free con- 
ference, have agreed to recommend and do recommend to their respec- 
tive Houses as follows: 

That the Senate recede from its amendment numbered 8. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 4, 11, 13, 15, and 16, and agree to the same; 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $10,188,500; 
and the Senate agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $603,246 ,500 ; 
and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $113,370,000; 
and the Senate agree to the same. 

20006—58——1 
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Amendment numbered 6: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $68,347,500; 
and the Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,556,000; 
and the Senate agree to the same. 


Amendment numbered 9: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert $3,831,000; 
and the Senate agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $146,015,000; 
and the Senate agree to the same. 


Amendment numbered 14: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,039,000; 
and the Senate agree to the same. 
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The committee of conference report in disagreement amendments 
numbered 3, 12, 17, and 18. 
CLARENCE CANNON, 
Lovis C. Rasaut, 
MicuHagu J. Kirwan, 
Bren F. JENsEN, 
JoHN TABER, 
Managers on the Part of the House. 


AuLuLen J. ELLENDER, 
Cart HaypeEn, 
Ricnarp B. Russ£t1, 
Joun L. McCiexian, 
Wiuts Rosertson, 
Lister Hin, 
Warren G. Macnuson, 
SpessaRD L. Houuann, 
Rost. S. Kerr, 
Wituiam F. Know.anp, 
LEVERETT SALTONSTALL, 
By W. F. K. 
Miuton R. Young, 
Epwarp J. Tuyen, 
By W. F. K. 
Karu E. Munpt, 
MarGaret Cuase Smita, 
Henry C. Dworsnak, 
Managers on the Part of the Senate. 











STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate to 
the bill (H. R. 12858) making appropriations for civil functions ad- 
ministered by the Department of the Army, certain agencies of the 
Department of the Interior, and the Tennessee Valley Authority, for 
the fiscal year ending June 30, 1959, and for other purposes, submit 
the following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
each of such amendments, namely: 


TITLE I—CIVIL FUNCTIONS, DEPARTMENT OF THE ARMY 
Rivers AND HAarsBors AND FLoop ContTROL 
GENERAL INVESTIGATIONS 


Amendment No. 1: Appropriates $10,188,500 instead of $8,613,500 
as proposed by the House and $11,485,000 as proposed by the Senate, 
The increase over the House figure is distributed as follows: 


Navigation studies__-_-_- oes ask SE oe ee ee eke oe eee $300, 000 
Flood-control studies__ : eS ee Pg Loe 850, 000 
Beach-erosion cooperative studies________-___-_-_-_- as sags Shake aig 10, 000 
Ohio River Basin study besoin ak sora lac aes Sas . 156, 000 
Great Lakes Harbor survey_- [tides USReneen bobs eee 15, 000 
Colorado River, Tex_-_- al aa hth an csphatn Gute eae ties dbdaniel 50, 000 
Trinity River, Tex Saat aha wna ch ee Oe : 100, 000 
Stream gaging_ = otahids 28, 000 


Precipitation studies. ______- J aA ase RRROZ. VBANTS.. 66, 000 


WER o es niocan ices ensin! 4) Rio RA Se ae ee ears 1, 575, 000 
ConsTRUCTION, GENERAL 


Amendment No. 2: Appropriates $603,246,500 instead of $578,- 
455,500 as proposed by the House and $630,371,500 as proposed by 
the Senate. The conferees are in agreement that funds appropriated 
under this item shall be allocated as set forth in the following tabula- 
tion: 
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The conferees on the part of both Houses are in agreement with 
the House report statement concerning the use of funds for the 
Allegheny River Reservoir project. 

The managers on the part of the House are not in agreement with 
the Senate report statement concerning an uncontrolled outlet for 
the Abiquiu Dam. 

The conferees are in agreement that additional available funds up 
to a total of $160,000 may be used for property protection work on 
the North Springfield Reservoir. 

The conferees on the part of both Houses are in agreement that 
$250,000 of the amount provided for recreational facilities shall be 
used for additional facilities at Denison Reservoir. 

The conferees are in agreement that the corps should utilize up to 
$500,000 of available funds for planning on the Bruces Eddy Reservoir. 

Amendment No. ‘ Reported in disagreement. 

Amendment No. 4: Inserts language as proposed by the Senate. 
The conferees on tha part of both Houses are in agreement that the 
intent of the language provision involved is to prevent the use of any 
funds on the Missouri River from Kansas C ity to the mouth for the 
specific purpose of furthering a 9-foot navigation channel. The 
Senate language which has been adopted is applic able to only the 

“Construction, general,’ appropriation, whereas the House language 
was applicable to all appropriations. The managers on the part of the 
House have accepted the Senate change in order not to preclude 
necessary maintenance or emergency dre dging to previous project 
de »pths. 

OPERATION AND MAINTENANCE, GENERAL 


Amendment No. 5: Appropriates $113,370,000 instead of 
$109,370,000 as proposed by the House and $115,970,000 as pro- 
posed by the Senate. 


FLOOD CONTROL, MISSISSIPPI RIVER AND TRIBUTARIES 


Amendment No. 6: Appropriates $68,347,500 instead of 
$67,250,000 as proposed by the House and $70,960,000 as proposed 
by the Senate. The conferees are in agreement that the funds in 
this appropriation item are to be allocated as follows: 
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Projects 
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Budget estimate, 1959 Conference allowance 








1. General investigations: 
(a) Examinations and surveys-__- 


(b) Collection and study of 
basic data__._--.-- lle. 
Subtotal, general in- 
vestigations_______.- 


2. Construction and planning: 
Mississippi River levees_-_- -- - - - 
Channel improvement__-------- 
Memphis Harbor__------- 
Vicksburg Harbor. -_- -- -- 
Baton Rouge Harbor. -_-- 
Old River control __-_--_--- 
St. Francis Basin____- 
Reelfoot Laké. .~6+<+0 5406 8- 
West Tennessee tributaries _ 
Lower Arkansas. . -- 
Tensas Basin: 

Boeuf and Tensas Rivers, 


ete) . Jiauiasie ; 
Red River backwater. 
Yazoo Basin: 
Sardis Reservoir. -_ _ _ 
Enid Reservoir___- 
Arkabutla Reservoir__- 
Grenada Reservoir - _ _- 
Auxiliary channels _ - - 
Main stem___ 
Tributaries. pO Lae 
Big Sunflower River, ete_ -- 
Atchafalaya Basin___- 


Lake Pontchartrain ‘ 


Total construction and plan- 
ning 
3. Maintenance___- 


CR ni ew ceds 














Construction | Planning | Construction | Planning 
$150, 000 $250, 000 
50, 000 50, 000 
200, 000 300, 000 
$2, 700, 000)__ __ ___|$2, 950, OOO}_______ 
22, 555, 000). i. 2 23, 277; BOO sin J.-- 
550, 000)... ._. 550, 000)_._...- 
750, 000). __- 750, 000|_. _____ 
soe, oou.....--- BO, COOL aan 
8, 550, 00O}__ .___- 8, 550, 0OO}__ ____- 
3, 900, OOO}_ _ . 4, 000, 000}. _..__- 
40, 000). _ .._-_- 40, 000}______- 
cepa pean: AS .....|$75, 000 
500, 000 oat 500, 000)____.-- 
990, 000|_______| 1, 090, 000)..._-.- 
135, 000}... ~~: 135, 000}..). =. «+ 
130, 000|.......| 130, 000|__.____ 
95, 000) _ _ - i) ae 
60, 000) _ 60, 000)___._-- 
90, 000) a. OU, Gar 
2, 075, 000)__ ..--- 2; OeG, COGS s 22. 
| 400, 000). .....-. 
76, Gen... ....- Ze Ges ne 
925, 000)... _- 025, OOO}... -- 
5, 430, OOO}... _.-.-- 5, 430, 000}. __-_- 
500, 000) ae 500, 000)... ...-- 
50, 800, 000). . _.-_. 51, 972, 500) 75, 000 
16, 000, 000)_______|16, 000, 000)._____- 








67, 000, O08 #6 247,400 
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TITLE II—DEPARTMENT OF THE INTERIOR 


Bureau or RECLAMATION 
GENERAL INVESTIGATIONS 


Amendment No. 7: Appropriates $4,556,000 instead of $4,365,474 
as proposed by the House and $5,252,000 as proposed by the Senate. 
The conferees on the part of both Houses are in agreement that none 
. the funds provided are to be used for studies of the Middle Snake 

asin. 

Amendment No. 8: Strikes out language inserted by tbe Senate. 

Amendment No. 9: Provides that $3,831,000 of the funds appro- 

riated under the General Investigations heading shall be derived 
rom the Reclamation Fund, instead of $3,640,474 as proposed by 
the House and $4,427,000 as proposed by the Senate. 


CONSTRUCTION AND REHABILITATION 


Amendment No. 10: Appropriates $146,015,000 instead of 
$138,986,141 as proposed by the House and $153,347,000 as proposed 
by the Senate. The conferees are in agreement that the funds 
provided under this heading are to be distributed as follows: 





PUBLIC WORKS APPROPRIATIONS, 1959 


State and project 


Arizona: 
Colorado River front work and levee system 
California: 
Central Valley project: 
Exclusive of Trinity River division... ---. 
Trinity River division 
Santa Maria project 
Seland; phojectsl005-2 ass stu-dsubt-imeguees 
Ventura River project 
Colorado: 
Collbran project 
Idaho: 


0: 

Little Wood River project. ._.....---..---.-- 

Palisades reregulating dam and powerplant 
(Burns Creek) 

Montana-North Dakota: 

Fort Peck project 
Nevada-California: 
Washoe project, Prosser Creek Dam and Reser- 


Budget esti- 
mate, 1959 


$1, 786, 099 
41, 472, 901 
1, 629, 000 
1, 081, 000 
10, 058, 000 


4, 618, 000 
1, 000, 000 


New Mexico: 

Middle Rio Grande project 

MeMillan Delta project 
Oklahoma: 

Washita Basin project 
Oregon: 

Crooked River project__...Wi.i0Luli-s..-2_-- 

Rogue River project, Talent division--_- -- ----- 

Wapinitia project, Juniper divisiop._._.-.....-- 
Texas: 

Lower Rio Grande 

Mercedes division 

San Angelo 
Utah: 

Weber Basin, project £u us 643 8 ees 
Washington: 

Columbia Basin project 
Wyoming: 

Baden project. 2i2ili fis . SCC LOR eae 

RmUNONS GROIN... on. cc nicnncceeae ane 
Drainage and minor construction. -........-.-.--- 
Rehabilitation and betterment of existing projects-- 


rehabilitation project, 


Subtotal (exclusive of Missouri River Basin) - - 


Missouri River Basin project: 
Ainsworth unit, Nebraska... ....<..........- 
Bostwick division, Nebraska-Kansas 
Farwell uatt, Dreernne..«.n oc ~ scandens 
Frenchman-Cambridge division, Nebraska 
Coneeen dt, Wnt. 26 ons cs ciccnbeee ieee 
Helena Valiey unit, Montana 
Owl Creek unit, Wyoming 
Transmission division 


Webster 000s, Banees.. ......6.. ccceclccheees 


Drainage and minor construction..........--- 
DisWenRION 5 3 5... ni tdadinwedtnes ean 
Other Department of the Interior agencies 


Subtotal, Missouri River Basin.........---- 
Grand total, construction and rehabilitation - 


Less: Anticipated slippage in 1959 


Total appropriation 


5, 273, 000 
10, 000, 000 


615, 000 


501, 000 
2, 564, 000 
2, 603, 000 


105, 924, 000 





37, 086, 000 


143, 010, 000 
3, 000, 000 








140, 010, 000 
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Conference 
allowance 


$275, 000 


1, 786, 099 

41, 472, 901 
1, 629, 000 

1, 081, 000 

10, 058, 000 
4, 618, 000 

1, 000, 000 

500, 000 


2, 000, 000 


800, 000 


3, 628, 000 
225, 000 


8, 000, 000 
1, 000, 000 


9, 500, 000 
95, 000 


5, 273, 000 
10, 000, 000 


615, 000 
501, 000 
3, 124, 000 
2, 603, 000 


110, 784, 000 


1, 100, 000 
1, 790, 000 

750, 000 

3, 800, 000 

11, 000, 000 
2, 538, 000 

1, 192, 000 

9, 884, 000 

1, 218, 000 

721, 000 

2, 000, 000 

2, 238, 000 


38, 231, 000 
149, 015, 000 


3, 000, 000 


146, 015, 000 
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The conference committee feels that the Bureau of Reclamation 
should continue its efforts to renegotiate the contracts for repayment 
on the Columbia Basin project. The basic concept of the reclamation 
law is that water users should repay the Government in accordance 
with their ability to repay. It is better that this policy be applied to 
all projects. In addition to the amount provided for the Columbia 
Basin project, up to $1,000,000 of additional funds may be applied 
if such funds are available. 

With respect to the Glendo unit of Missouri River Basin project, 
the conferees are in agreement that up to $700,000 of the funds 
allocated to this project may be used for the Gray Reef Dam and 
Reservoir. 

Amendment No. 11: Provides that $85,000,000 of the appropriation 
under this heading shall be derived from the reclamation fund as 
proposed by the Senate instead of $85,500,000 as proposed by the 
House. 

Amendment No. 12: Reported in disagreement. The managers on 
the part of the House will offer a motion to insert Senate language 
providing that none of the funds appropriated shall be used for the 
Prosser Creek Dam and Reservoir or the Gray Reef Dam and Reser- 
voir until authorized by law. The motion will delete language pre- 
cluding the use of funds for payments to the Crow Indians as author- 
ized in Senate Joint Resolution 12. 


LOAN PROGRAM 


Amendment No. 13: Appropriates $5,434,000 as proposed by the 
Senate instead of $4,800,000 as proposed by the House. 


GENERAL ADMINISTRATIVE EXPENSES 


Amendment No. 14: Appropriates $4,039,000 instead of $3,914,000 
as proposed by the House and $4,164,000 as proposed by the Senate. 


. UPPER COLORADO RIVER BASIN FUND 


Amendment No. 15: Appropriates $68,033,335 as proposed by the 
Senate instead of $67,173,585 as proposed by the House. The con- 
ferees are in agreement that the funds appropriated under this heading 
are to be allocated as follows: 


State and project 


PUBLIC WORKS APPROPRIATIONS, 1959 


Budget estimate, 
1959 
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Conference 
allowance 


Colorado River storage project: 
Flaming Gorge unit, Utah_........-..------- $10, 500, 000 
Glen Canyon unit, Arizona-Utah 49, 000, 000 
Navajo unit, New Mexico 7, 000, 000 
Te Hee gaara Sk es ce 205, 000 
Advance planning 770, 000 


$10, 098, 335 
47, 960, 000 
7, 000, 000 
205, 000 

770, 000 





NE Se ik. Swear 
Participating projects: 

Paonia project, Colorado. .-...-.....-.------ 

Central Utah project, Vernal unit, Utah 


67, 475, 000 66, 033, 335 


1, 000, 000 
1, 000, 000 








Total, Upper Colorado River Basin fund___--_| 67, 475, 000 | 68, 033, 335 





Amendment No. 16: Strikes House language no longer necessary in 
view of conference action on the Paonia project. 


ADMINISTRATIVE PROVISIONS 


Amendment No. 17: Reported in disagreement. 

Amendment No. 18: Reported in disagreement. 
CLARENCE CANNON, 
Lovis C. Rasavt, 
Micuaen J. Kirwan, 
Brn F. JENSEN, 
JoHN TABER, 

Managers on the Part of the House. 


O 
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PROVIDING FOR THE CONSTRUCTION BY THE DEPARTMENT OF 
THE INTERIOR OF DEMONSTRATION PLANTS FOR THE PRODUC- 
TION, FROM SALINE OR BRACKISH WATERS, OF WATER SUIT- 
ABLE FOR AGRICULTURAL, INDUSTRIAL, MUNICIPAL, AND 
OTHER BENEFICIAL CONSUMPTIVE USES 


UN -RSiLg 
OF MICHIGAN 


r 4 
Avuausr 19, 1958.—Ordered to be printed SEP 4 1958 


MAIN 
READING ROOM 
Mr. AspinaL_, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany 8. J. Res. 135] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the joint resolution (S. J. 
Res. 135) providing for the construction by the Department of the 
Interior of demonstration plants for the production, from saline or 
brackish waters, of water suitable for agricultural, industrial, munic- 
ipal, and other beneficial consumptive uses, having met, after full 
and free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the House recede from its amendment numbered 1. 

That the Senate recede from its disagreement to the amendments 
of the House numbered 2, 10, 11, 11%, 12, 13, 14, and 16, and agree 
to the same. 

That the Senate recede from its disagreement to the amendment of 
the House numbered 3, and agree to the same with an amendment as 
follows: 

In lieu of the language inserted by the House amendment, insert 
the following: A decision with respect to the process to be utilized in the 
Sirst of these five plants shall be made by the Secretary within six months 
after the date of approval of this joint resolution and decisions with re- 
spect to the processes to be utilized in the other plants shall follow at inter- 
vals of not more than three months. Each such decision shall be reported 
promptly to the Congress and the construction of the plants shall proceed 
as rapidly as is possible.; and the House agree to the same. 

That the House recede from its amendments numbered 4, 6, 7, 8, 
and 9; that the Senate recede from its disagreement to amendment of 
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2 DEMONSTRATION PLANTS FOR PRODUCTION OF ‘WATER 


the House numbered 5; and agree that item (3), subsection (b), 
section 1, wherein these amendments occur, be further amended so 
that it reads as follows: 

(3) Such plants shall be located in the following geographical 
areas with a view to demonstrating optimum utility from the stand- 
point of reliable operation, maintenance, and economie potential— 

(A) At least one plant which is designed for the conversion 
of sea water shall be located on the west coast of the United 
States, at least one such plant shall be located on the east coast 
thereof, and at least one such plant shall be located on the gulf 
coast thereof; and 
(B) at least one plant which is designed for the treatment of 
brackish water shall be located in the area generally described 
as the Northern Great Plains and at least one such plant shall 
be located in the arid areas of the Southwest. 
And the House agree to the same. 
That the Senate recede from its disagreement to the amendment of 
the House numbered 15, and agree to the same with an amendment 
as follows: 


In lieu of the language inserted by the House amendment, insert 
the ae 

SEc. When appropriations have been made for the construction or 
seertiion ‘and maintenance of any demonstration plant under this joint 
resolution, the Secretary may, in connection with such construction or 
operation and maintenance, enter into contracts Sor construction, for 
materials and supplies, and for miscellaneous services, which contracts 
may cover such periods of time as he shall consider necessary but under 
which the liability of the United States shall be contingent upon appro- 
priations being available therefor. Unobligated appropriations hereto- 
fore made to carry out the Act of July 3, 1956 (66 Stat. 328), as amended 
(42 U. S. C. 1951 and following) shall be available for administrative 
and technical services, including travel expenses and the procurement of 
the services of experts, consultants, and organizations thereof in accordance 
with section 15 of the Act of August 2, 1946 (60 Stat. 806), as amended 
(6 U.S. C. 55a), in connection with carrying out the provisions of this 
joint resolution. 

And the House agree to the same. 

That the Senate recede from its disagreement to the amendment 
of the House to the title of the bill, and agree to the same. 


Wayne N. Asprna.., 
Lro W. O’Brien, 
James A. Hatey, 

A. L. MILuEr, 

Joun J. Ruopes, 

Managers on the Part of the House. 
James E. Murray, 
Ciinton P. ANDERSON, 
Tuomas H. Kucuet, 

Managers on the Part of the Senate. 





UNITED STATES or we 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the joint resolution (S. J. Res. 135) providing for the construction 
of demonstration plants for the production, from saline or brackish 
waters, of water suitable for agricultural, industrial, municipal, and 
other beneficial consumptive uses, submit the following statement in 
explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report. 

The conference committee accepted, for the most part, the amend- 
ments of the House to the Senate-passed resolution, and the language 
agreed upon does not materially change the House-approved legisla- 
tion. In several instances language of the House amendments was 
modified. The House amendments and the actions of the conference 
committee thereon are discussed in the following paragraphs. 

The House inserted the word “experimental” in front of the words 
“demonstration plants” to make it clear that the plants to be con- 
structed would not necessarily represent the ultimate state of perfec- 
tion in a given process. The conference committee agreed to leave 
out the word “experimental” on the basis that the term “demonstra- 
tion plant’”’ is defined in the legislation and that it would not be 
appropriate to qualify further this definition. 

The House added language requiring each plant to demonstrate a 
different process so that there would be no duplication of plants in 
the various geographical locations. The conference committee 
agreed to accept this House language. 

A provision in the Senate-passed resolution would have required the 
Secretary to make decisions within 6 months after enactment on all 
5 processes to be demonstrated. The House modified this provision 
to require the decision on 1 process in 6 months, with the other deci- 
sions to follow at intervals of not to exceed 6 months. The conference 
committee agreed to the House language requiring the selection of the 
first process in 6 months but modified the language with respect to the 
other decisions to provide that they follow at intervals of not to exceed 
three months. The conference committee further modified the lan- 
guage to require that the Secretary’s decisions be promptly reported 
to the Congress. 

With respect to the geographical location of the sea-water-conver- 
sion plants, the Senate placed 1 ot the plants on the west coast, 1 on 
the east or gulf coast, and 1 in the Virgin Islands or some other 
territory or island area of the United States. The conference com- 
mittee deleted the Virgin Islands or other island area as a location for 
one of the sea-water-conversion plants on the basis that authority 
for construction of a sea-water conversion plant to meet the immediate 
need of the Virgin Islands for a supplemental water supply is included 
in other pending legislation, and adopted language locating the 3 
sea-water plants: 1 on the west coast, 1 on the east coast, and 1 on 
the gulf. coast. 
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With respect to the location of the brackish-water-treatment 
plants, the Senate located one in the Northern Great Plains area and 
one in the Southwest. ‘The House deleted this language, leaving the 
decision with respect to location of these plants to the Secretary of 
the Interior. The conference committee accepted the Senate language 
placing 1 plant in the Northern Great Plains area and 1 plant in the 
Southwest. 

The language added by the House to authorize acceptance of finan- 
cial and other assistance from any State or public agency was accepted 
by the conference committee. 

The Senate resolution included language terminating the program 
and the authority of the Secretary provided i in the legislation 5 years 
after enactment. The House extended this period to 7 years. The 
conference committee accepted the House amendment. 

The House amendment permitting the Secretary to enter into con- 
tracts for construction or for materials and supplies covering more 
than 1 year and contingent upon the appropriation of funds was 
accepted by the conference committee with the added provision that 
funds presently available to the Secretary for the continuing saline- 
water-research program could be used for administrative and technical 
services necessary to initiate this program. 

Other minor clarifying language added by the House was agreed 
to by the conference committee. 

Wayne N. AsprINatt, 

Leo W. O’Brien, 

James A. Hatey, 

A. L. MILuer, 

Joun J. Ruopgs, 
Managers on the Part of the House. 
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HIGHWAY COMPACT BETWEEN MINNESOTA AND 
MANITOBA, CANADA 


Aucust 19, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


. Moraan, from the Committee on Foreign Affairs, submitigg the 
following OF MICHIGAN 


REPORT S 


[To accompany 8. 3944] MAIN 
E READING ROOM 


The Committee on Foreign Affairs, to whom was referred the bill 

3944) authorizing the negotiation of a compact between the State 

of Minnesota and the Province of Manitoba, Canada, for the construc- 

tion of a highway to provide access to the northwest angle in such 

State, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of the bill as stated by its title is to authorize the 
negotiation of a compact between the State of Minnesota and the 
Province of Manitoba, Canada, for the construction of a highway 
through the northwest angle of Minnesota. This area is separated 
from the rest of the State by the Lake of the Woods. ‘The construc- 
tion of a highway will provide access to this area through Manitoba. 
Both governments have jointly explored the possibility of such 
highway, and it has been determined that such construction is both 
physically and economically feasible. Congressional authority is re- 
quested because of the constitutional prohibition against States nego- 
tiating with foreign governments. ‘lhe proposed pact will not be 
binding unless and until the State of Minnesota and the Province of 
Manitoba ratify it and it is approved by the Congress. 

5. 3944 passed the Senate on August 18, 1958, and was referred to 
the Committee on Foreign Affairs on August 19, 1958. A similar bill, 
House Joint Resolution 656, was introduced by Hon. Coya Knutson 
on July 17, 1958. House Joint Resolution 656 and 5S. 3944 were 
considered in executive session on August 19. The Committee on 
Foreign Affairs unanimously ordered 5. 3944 reported. 

The Department of State and the Department of the Army have no 
objection to its enactment. No expenditure of Federal funds is 
anticipated; however, it is possible that Federal highway funds may 
be used within the State of Minnesota for that purpose. 
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Avucust 19, 1958.—Ordered to be printed 7 
les 


"SAoinaiy 


Mr. Cannon, from the committee of conference, submitted {Ron 
following 


CONFERENCE REPORT 


{To accompany H. R. 13450] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 13450) 
making supplemental appropriations for the fiscal year ending June 
30, 1959, and for other purposes, having met, after full and free con- 
ference, have agreed to recommend and do recommend to their respec- 
tive Houses as follows: 

That the Senate recede from its amendments numbered 3, 6, 8, 10, 
11, 12, 26, 37, 39, 46, 47, 49, 53, 71, 72, 73, 74, 75, 76, 77, 78, 79, 80, 
81, 104, 107, 111, 117, 119, and 120. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 4, 5, 13, 19, 27, 30, 32, 41, 43, 44, 45, 51, 52, 55, 
59, 60, 61, 63, 64, 66, 67, 82, 83, 84, 86, 87, 88, 95, 99, 100, 101, 102, 
103, 106, 109, 115, 116, 121, 122, 123, and 124, and agree to the same. 

Amendment numbered 1: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,500,000; 
and the Senate agree to the same. 

Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same. with an amendment 
as follows: ; 

In lieu of the sum proposed by said amendment insert $2,830,000; 
and the Senate agree to the same. 
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Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $1,580,000; 
and the Senate agree to the same. 


Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert Orrice 
or Crvit AND Derense Mosixization; and the Senate agree to the 
same. 


Amendment numbered 28: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,200,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $300,000; and 
the Senate agree to the same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $5,000,000; and 
the Senate agree to the same. 

Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $50,000,000; and 
the Senate agree to the same. 


Amendment numbered 35: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 35, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed by said amendment insert: 


CONSTRUCTION AND EQUIPMENT 


For construction and equipment at laboratories and other installations 
of the National Aeronautics and Space Administration and for the 
acquisition or condemnation of real property, as authorized by law, 
$25 000,000, to remain available until expended. 

And the Senate agree to the same. 
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Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $5,000,000; 
and the Senate agree to the same. 
Amendment rumbered 54: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 54, and agree to the same with an amendment 
as follows: 


In lieu of the matter proposed by said amendment insert: 


ALASKA INTERNATIONAL Raitt AND Higuway ComMMISSION 
SALARIES AND EXPENSES 


For expenses necessary for the Alaska International Rail and Highway 
Commission, established by the Act of August 1, 1956 (70 Stat. 888), 
as amended, $40,000. 

And the Senate agree to the same. 


Amendment numbered 57: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 57, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $350,000; 
and the Senate agree to the same, 


Amendment numbered 68: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 68, and agree to the same with an amendment 
as follows: 


In lieu of the matter proposed by said amendment insert: 


ASSISTANCE FOR SCHOOL CONSTRUCTION 


For an additional amount for providing school facilities and for grants 
to local educational agencies in federally affected areas, as authorized 
by the Act of September 23, 1950, as amended (20 U.S. C., ch. 14), 
including not to exceed $200,000 for necessary expenses during the 
current fiscal year of technical services rendered by other agencies, 
$50,000,000, to remain available until expended: Provided, That no 
part of this appropriation shall be available for salaries or other direct 
expenses of the Department of Health, Education, and Welfare. 

And the Senate agree to the same. 


Amendment numbered 69: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 69, and agree to the same with an amendment 
as follows: 


In lieu of the sum named in said amendment insert $130,000,000; 
and the Senate agree to the same. 
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Amendment numbered 70: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 70, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $186,500; and 
the Senate agree to the same. 


Amendment numbered 96: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 96, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert 
$2,397 406,000; and the Senate agree to the same. 
Amendment numbered 105: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 105, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 


OPERATION AND MAINTENANCE, GENERAL 


For an additional amount for “Operation and Maintenance, General’, 
$70,000. 
And the Senate agree to the same. 


Amendment numbered 108: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 108, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 


LOAN PROGRAM 


For an additional amount, $4,203,000. 
And the Senate agree to the same. 


Amendment numbered 110: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 110, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert. $550,000; 
and the Senate agree to the same. 
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The committee of conference report in disagreement amendments 
numbered 2, 7, 9, 14, 15, 16, 20, 22, 23, 24, 25, 29, 36, 40, 42, 48, 50, 
56, 58, 62, 65, 85, 89, 90, 91, 92, 93, 94, 97, 98, 112, 113, 114, 118, 125, 
and 126. 

CLARENCE CANNON, 

ALBERT THOMAS, 

Micuar.u J. Krrwan, 

JoHN J. Rooney, 

J. VAUGHAN Gary, 

JOHN TABER, 

Ben F. JENSEN, 

C. W. Vurse tu, 

Frank T. Bow, 
Managers on the Part of the House. 

Cart Haypen, 

Ricwarp B. Russet, 

Dennis CHAVEZ, 

ALLEN J. ELLENDER, 

Lister Hii, 

Cuiinton P. ANDERSON, 

Stytes BripGsEs, 

By L. 8. 

LEvERETT SALTONSTALL, 

Mitton R. Youna, 

Wriiuiam F. Know ann, 
Managers on the Parts of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 13450) making supplemental appropriations for the 
fiscal year ending June 30, 1959, and for other purposes, submit the 
following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
each of such amendments, namely: 


CHAPTER I 
DEPARTMENT OF AGRICULTURE 
AGRICULTURAL RESEARCH SERVICE 


Amendment No. 1: Appropriates $3,500,000 for plant and animal 
disease and pest control instead of $2,000,000 as proposed by the House 
and $4,000,000 as proposed by the Senate. 

Amendment No. 2: Reported in disagreement. The managers on 
the part of the House intend to offer a motion which will provide 
$500,000 additional for the contingency fund to be used to meet a 
recent infestation of pink bollworm in the Southwest. In order to 
establish a long-range program for permanent eradication of this pest, 
the Departments of State and Agriculture are requested to undertake 
negotiations with Mexico to establish a cotton-free zone along the 
United States and Mexican border to prevent its spread between the 
two countries. 

Amendment No. 3: Appropriates $1,750,000 for meat inspection as 
proposed by the House instead of $2,100,000 as proposed by the 
Senate. 

Sor: Bank ProGRaMs 


Amendment Nos. 4 and 5: Appropriate $279,450,000 for the 
acreage reserve program as proposed by the Senate instead of 
$275,000,000 as proposed by the House, and authorize $19,050,000 
for administrative expenses as proposed by the Senate instead of 
$17,500,000 as proposed by the House. 


CHAPTER II 
DEPARTMENT OF COMMERCE 
Civit AERONAUTICS ADMINISTRATION 
Amendment No. 6: Appropriates $11,735,000 for operation and 
regulation as proposed by the House instead of $12,750,000 as pro- 


posed by the Senate. 
Amendment No. 7: Reported in disagreement. 
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MaritTiMe ACTIVITIES 


Amendment No. 8: Eliminates language inserted by the Senate to 
provide an additional $25,000 for salaries and expenses. 

Amendment No. 9: Reported in disagreement. The managers on 
the part of the House intend to offer a motion to recede and concur 
in the Senate language. The conferees are in full agreement that 
these funds shall not be continued available for any purpose other 
than the payment of benefits to disabled seamen and shall be finally 
rescinded on June 30, 1959. 


BurgEAvu or Pusuic Roaps 


Amendment No. 10: Eliminates language inserted by the Senate to 
increase the limitation on general administrative expenses by $550,000. 


NATIONAL BuREAU OF STANDARDS 


Amendment No. 11: Eliminates language inserted by the Senate to 
provide an additional $262,000 for expenses. 


Amendment No. 12: Appropriates $186,000 for plant and equip- 
ment as proposed by the House instead of $200,000 as proposed by the 


Senate. 
RELATED AGENCIES 


Amendment No. 13: Inserts headings, 
Amendment Nos. 14 and 15: Reported in disagreement. 


CHAPTER Il 
DEPARTMENT OF DEFENSE—MILITARY FUNCTIONS 
GENERAL PROVISION 
Amendment No. 16: Reported in disagreement. 
CHAPTER V 
DEPARTMENT OF THE ARMY—CIVIL FUNCTIONS 
ADMINISTRATION, Ryukyu IsLANpDs 
Amendment Nos. 17 and 18: Appropriate $2,830,000 instead of 
$2,750,000 as proposed by the House and $2,850,000 as proposed by 
the Senate, and authorize $1,530,000 administrative and information 


expenses instead of $1,450,000 as proposed by the House and $1,550,- 
000 as proposed by the Senate. 


CHAPTER VI 
GENERAL GOVERNMENT MATTERS 
EXECUTIVE OFFICE OF THE PRESIDENT 
Executive MANsION AND GROUNDS 


Amendment No. 19: Inserts chapter number and headings. 
Amendment No. 20: Reported in disagreement. 
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Orrice or Civit AND Derense MoBILIZATION 


Amendment No. 21: Inserts heading. 
Amendment Nos. 22 through 25: Reported in disagreement. 


CORREGIDOR—BATAAN MEMORIAL COMMISSION 


Amendment No. 26: Eliminates language inserted by the Senate 
to provide $46,000 for administrative expenses. 


CHAPTER VII 
INDEPENDENT OFFICES 


Amendment No, 27: Changes chapter number. 
GENERAL SERVICES ADMINISTRATION 


Amendment No. 28: Appropriates $5,200,000 for operating ex- 
enses, Public Buildings Service, instead of $3,800,000 as proposed 
» the House and $5,800,000 as proposed by the Senate. 
Amendment No. 29: Reported in disagreement. 


FEDERAL Housina ADMINISTRATION 


Amendment No. 30: Provides $100,000 for administrative expenses 
and“not to exceed $4,500,000 for nonadministrative expenses as 
proposed by the Senate. 


INTERSTATE COMMERCE COMMISSION 


Amendment No. 31: Appropriates $300,000 for salaries and ex- 
penses instead of $461,000 as proposed by the Senate. 


NATIONAL AERONAUTICS AND Space ADMINISTRATION 


Amendment No. 32: Inserts heading. 

Amendment No. 33: Appropriates $5,000,000 for salaries and 
expenses instead of $7,000,000 as proposed by the Senate. 

Amendment No. 34: Appropriates $50,000,000 for research and 
development instead of $70,200,000 as proposed by the Senate. 

Amendment No. 35: Appropriates $25,000,000 for construction and 
equipment instead of $47,800,000 as proposed by the Senate. 

Amendment No. 36: Reported in Sommeunanh 


NATIONAL SclENCE FOUNDATION 


Amendment No. 37: Appropriates $4,000,000 as proposed by the 
House instead of $4,400,000 as proposed by the Senate. 


VETERANS ADMINISTRATION 


Amendment No. 38: Appropriates $5,000,000 for general operat- 
ing expenses instead of $4,750,000 as proposed by the House and 
$5,269,000 as proposed by the Senate. 
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Amendment No. 39: Eliminates language inserted by the Senate 
which would appropriate $450,000 for grants to the Republic of the 
Philippines. 

Amendment No. 40: Reported in disagreement. 


CHAPTER VIII 
DEPARTMENT OF THE INTERIOR 


Amendment No. 41: Changes chapter number. 


DEPARTMENTAL OFFICES 
OFFICE OF SALINE WATER 


The conferees are in agreement that the amount provided is solely 
for the planning and construction of pilot plants and improvement 
and operation of the test facility near Port Orange, Fla. 


Orrics oF MINBRALS EXPLORATION 


Amendment No. 42: Reported in disagreement. The managers on 
the part of the House intend to offer a motion to appropriate $4,000,000 
for salaries and expenses. The conferees are in agreement that 
participation by the Federal Government in exploration project con- 
tracts should not exceed 50 percent of the actual project cost. In 
addition, emphasis should be placed on providing exploration assist- 
ance on those strategic and critical minerals and metals for which 
there is a serious shortage in the United States. Not to exceed 
$900,000 of the amount provided shall be available for administration 
and tecbnical services. In addition, not to exceed $200,000 shall be 
available from the borrowing authority funds of the Office of Defense 
Mobilization for administering liquidation of contracts in force. 


Orrice or Ort anp Gas 


Amendment No. 43: Appropriates $18,500 for salaries and expenses 
as proposed by the Senate. 


Bureau oF LAND MANAGEMENT 


Amendment No. 44: Appropriates $885,000 for management of 
lands and resources as proposed by the Senate instead of $200,000 as 
proposed by the House. 


BureEAv or INDIAN AFFAIRS 


Amendment No. 45: Appropriates $4,000,000 for road construction 
and maintenance (liquidation of contract authorization) as proposed 
by the Senate instead of $1,500,000 as proposed by the House. The 
conferees are in agreement that the 1959 contract authorization shall 
be carefully programed to provide a balanced program throughout 
the current fiscal year without any advance from the 1960 authoriza- 
tion and expect that the obligation authority remaining under the 
1959 contract authorization will be apportioned accordingly. 
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GEOLOGICAL SURVEY 


Amendment No. 46: Appropriates $1,500,000 for surveys, investiga- 
tions, and research as proposed by the House instead of $2,483,000 as 
proposed by the Senate. 


BuREAU oF MINES 


Amendment No. 47: Appropriates $1,250,000 for conservation and 
development of mineral resources as proposed by the House instead 
of $1,350,000 as proposed by the Senate. 


NATIONAL PARK SERVICE 


Amendment No. 48: Reported in disagreement. 

Amendment No. 49: Eliminates language proposed by the Senate 
which would provide an additional $200,000 for construction. The 
conferees are in agreement that $100,000 for acquisition of lands in 
connection with the Civil War Centennial Celebration, and $100,000 
for construction of facilities, in the event S. 765 is enacted into law, at 
the International Peace Garden, N. Dak., shall be made available 
from existing funds. 

Amendment No. 50: Reported in disagreement. The managers on 
the part of the House intend to offer a motion to appropriate $8,000,000 
for construction (liquidation of contract authorization) instead of 
$10,000,000 as proposed by the Senate. The conferees are in agree- 
ment that the 1959 contract authorization shall be carefully programed 
to provide a balanced program throughout the current fiscal year 
without any advance from the 1960 authorization and expect that the 
obligation authority remaining under the 1959 contract authorization 
will be apportioned accordingly. 


Fish AND WILDLIFE SERVICE 


Amendment No. 51: Inserts heading. 

Amendment No. 52: Appropriates $125,000 for management and 
investigations of resources as proposed by the Senate. 

Amendment No. 53: Eliminates language proposed by the Senate 
which would appropriate $675,000 for construction, 


RELATED AGENCIES 


Amendment No. 54: Appropriates $40,000 for salaries and expenses, 
Alaska International Rail and Highway Commission, instead of 
$240,000 as proposed by the Senate. 


HISTORICAL AND MEMORIAL COMMISSIONS 


Amendment No. 55: Appropriates $20,000 for the Boston National 
Historic Sites Commission as proposed by the Senate. 

Amendment No. 56: Reported in disagreement. 

Amendment No. 57: Appropriates $350,000 for the Lincoln Sesqui- 
centennial Commission instead of $142,000 as proposed by the House 
and $642,000 as proposed by the Senate. 

Amendment No. 58: Reported in disagreement. 
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CHAPTER IX 
DEPARTMENT OF LABOR 


Amendment No. 59: Changes chapter number. 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOY- 
MENT SERVICE ADMINISTRATION 


Amendment No. 60: Provides that $14,200,000 shall be available 
as a contingency fund as proposed by the Senate instead of $10,000,000 
as proposed by the House. The managers on the part of the House 
and the Senate are agreed that an average of 2,500,000 insured 
unemployment shall be used as the base in determining the avail- 
ability of contingency funds for use by the States. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
GALLAUDET COLLEGE 


Amendment No. 61: Inserts heading. 
Amendment No. 62: Reported in disagreement. 


Amendment No. 63: Appropriates $34,000 as proposed by the 
Senate. 


Howarp UNIVERSITY 
Amendment No. 64: Inserts heading. 


Amendment No. 65: Reported in disagreement. 
Amendment No. 66: Appropriates $396,600 as proposed by the 
Senate. 
Orrice or EpucatTion 


Amendment No. 67: Inserts heading. 


ASSISTANCE FOR SCHOOL CONSTRUCTION 


Amendment No. 68: Appropriates $50,000,000 of which $200,000 
is for necessary expenses of technical services rendered by other 
agencies instead of $60,150,000 of which $250,000 would be for neces- 


sary expenses of technical services rendered by other agencies as 
proposed by the Senate. 


PAYMENTS TO SCHOOL DISTRICTS 


Amendment No. 69: Appropriates $130,000,000 instead of $149,- 
700,000 as proposed by the Senate. 


SALARIES AND EXPENSES 


Amendment No. 70: Appropriates $186,500 instead of $316,000 as 
proposed by the Senate. 


Pusiic HEALTH SERVICE 


Amendment No. 71: Strikes heading proposed by the Senate. 
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ASSISTANCE TO STATES, GENERAL 


Amendment No. 72: Deletes appropriation of $1,000,000 for grants 
to schools of Public Health proposed by the Senate. 


MILITARY PAY INCREASES 


Amendment No. 73: Deletes heading proposed by the Senate. 
Amendment Nos. 74 through 81: Delete appropriations for military 
pay increases under 8 appropriation items totaling $634,000 proposed 


y the Senate. 
CHAPTER X 


LEGISLATIVE BRANCH 
Amendment No. 82: Changes chapter number. 
SENATE 
Amendment No. 83: Appropriates $102,160 for committee em- 
ployees as proposed by the Senate. 

Amendment No. 84: Inserts heading. 

Amendment No. 85: Reported in disagreement. 

Amendment Nos. 86, 87, and 88: Appropriate $83,000 for inquiries 


and investigations as proposed by the Senate. 
Amendment Nos. 89 and 90: Reported in disagreement. 


House oF REPRESENTATIVES 
Amendment No. 91: Reported in disagreement. 
ARCHITECT OF THE CAPITOL 
Amendment No. 92: Reported in disagreement. 


LIBRARY OF CONGRESS 


Amendment No. 93: Reported in disagreement. 


GENERAL PROVISIONS 


rs 


Amendment No. 94: Reported in disagreement. 


CHAPTER XI 
ATOMIC ENERGY COMMISSION 


Amendment No. 95: Changes chapter number. 

Amendment No. 96: Appropriates $2,397,406,000 for operating 
expenses instead of $2,375,972,000 as proposed by the House and 
$2,418,840,000 as proposed by the Senate. The conferees are in 
agreement that the full budget estimate of $680,000,000 shall be 
allocated to the raw-materials program and that the reduction below 
the Senate figure be allocated by the Atomic Energy Commission to 
other programs under this heading. 

Amendment Nos. 97 and 98: Reported in disagreement. 
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Amendment No. 99: Appropriates $249,929,000 for plant acquisi- 
tion and construction as proposed by the Senate instead of $229,429,- 
000 as proposed by the House. 


CHAPTER XII 
PUBLIC WORKS 
DeEPARTMENT OF Derense—Civit Functions 
Amendment Nos. 100 through 103: Insert chapter number and 
headings. nt 
Amendment No. 104: Eliminates language proposed by the Senate 


which would appropriate $1,925,000 for construction of rivers and 
harbors and flood-control projects. 
Amendment No. 105: Appropriates $70,000 for operation and 


maintenance, general, rivers and harbors and flood-control projects 
as proposed by the Senate. 


DEPARTMENT OF THE INTERIOR 


Amendment No. 106: Inserts heading. 

Amendment No. 107: Eliminates language proposed by the Senate 
which would appropriate $2,500,000 for construction aad rehabilita- 
tion, Bureau of Reclamation. 


Amendment No. 108: Appropriates $4,203,000 for the loan pro- 
gram, Bureau of Reclamation, as proposed by the Senate. 


CHAPTER XIII 
DEPARTMENT OF STATE 
Amendment No. 109: Changes chapter number. 
ADMINISTRATION OF ForEIGN AFFAIRS 
Amendment No. 110: Appropriates $550,000 for salaries and ex- 


penses instead of $450,000 as proposed by the House and $650,000 as 
proposed by the Senate. 

Amendment No. 111: Eliminates language proposed by the Senate 
which would appropriate $200,000 for international contingencies. 
The Department is authorized to proceed with arrangements for 


holding the 12th session of the International Civil Aviation Organi- 
zation in the United States. 


Unirep States INFORMATION AGENCY 
Amendment Nos. 112, 113, and 114: Reported in disagreement. 
CHAPTER XIV 
TREASURY DEPARTMENT 


Amendment No. 115: Changes chapter number. 
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Unirep Strates SEcRET SERVICE 


Amendment No. 116: Inserts heading, 

Amendment No. 117: Eliminates language proposed by the Senate 
which would appropriate $54,000 for salaries and expenses, White 
House Police. 

Amendment No. 118: Reported in disagreement. 


Coast GUARD 


Amendment No. 119: Appropriates $150,000 for acquisition, con- 
struction, and improvements as proposed by the House instead of 
$399,000 as proposed by the Senate. 


POST OFFICE DEPARTMENT 


Amendment No. 120: Eliminates language proposed by the Senate 
which would appropriate $29,500,000 to the postal modernization 
fund. The managers on the part of both Houses agree that the De- 
partment should continue the contract engineering staff, associated 
with modernization projects, out of available funds. 


CHAPTER XV 


CLAIMS FOR DAMAGES, AUDITED CLAIMS, AND 
JUDGMENTS 


Amendment No. 121: Changes chapter number. 

Amendment No. 122: Inserts reference to Senate Document. 

Amendment No. 123: Appropriates $14,223,316 as proposed by the 
Senate instead of $8,523,895 as proposed by the House. 


CHAPTER XVI 
GENERAL PROVISIONS 


Amendment No. 124: Inserts chapter number and heading. 
Amendment Nos. 125 and 126: Reported in disagreement. 
CLARENCE CANNON, 
ALBERT THOMAS, 
MicHaet J. Kirwan, 
JoHn J. Rooney, 
J. VAUGHAN Gary, 
JOHN TABER, 
Ben F. JENSEN, 
C. W. VurRseE.., 
Frank T. Bow, 
Managers on the Part of the House. 
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Aveust 20, 1958.—Ordered to be printed 


Mr. Cruuer, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H, R. 3368] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 3368) to 


amend section 1870 of title 28, United States Code, to authorize the 
district courts to allow additional peremptory challenges in civil cases 
to multiple plaintiffs as well as multiple defendants, having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment, insert the following: 

Src. 2. (a) The first section of the Act entitled “‘An Act to expedite 
the construction of public buildings and works outside of the District of 
Columbia by enabling possession and title of sites to be taken in advance 
of final judgment in proceedings for the acquisition thereof under the 
power of eminent domain’’, approved February 26, 1931 (46 Stat. 1421; 
40 U.S. C. 258a), is amended by adding at the end of the second para- 
graph the following new paragraphs: 

“Tf, upon application of any party in interest made within 30 days of 
the filing of the declaration of taking or within 30 days from the date of the 
enactment of this Act, the judge finds the action of the acquiring authority 
in arriving at the amount of the estimated compensation to have been 
fraudulent, or not in good faith, the judge shall fix the estimated value of 
the just compensation for the land taken and require the acquiring 
authority to deposit with the court the amount of compensation so deter- 
mined. 

‘“‘Whenever the judge finds the action of the acquiring authority in 
arriving at the amount of the estimated compensation to have been fraudu- 
lent or not in good faith, the acquiring authority shall not be entitled to 
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the rents, issues and profits of the land during the period between the 
jiling of the declaration of taking and the deposit with the court of the 
gust compensation fixed by the judge of the court. 

“The declaration of taking, the amount of the deposit, and any other 
matters arising out of the proceedings herein involved shall not be ad- 
missible in evidence in any case. 

““(b) The amendment made by this section shall be applicable with 
respect to any condemnation proceedings under which final adjudication 
of gust compensation has not been made on the date of enactment of this 
Act.” 

And agree to the same. 

EMANUEL CELLER, 
Francis E. Watrer, 
Lester HourzMan, 
Kenneta B. Katine, 
Wituiam C. Cramer, 
Managers on the Part of the House. 
James O. EAstLanp, 
Estes KeEravuver, 
Everett M. Dirksen, 
Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES Of AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 3368) to amend section 1870 of title 28, United States 
Code, to authorize the district courts to allow additional peremptory 
challenges in civil cases to multiple plaintiffs as well as aeltinhe de- 
fendants, submit the following statement in explanation of the effect 
of the action agreed upon by the conferees and recommended in the 
accompanying conference report: 

This amendment, as agreed to by the conferees of both Houses, is 
to require, under the Declaration of Taking Act, that the administra- 
tive estimate of just compensation be in good faith, fair, and honest. 
It will permit a Federal judge, in instances where the judge finds the 
declaration of taking was not made in good faith, to fix the estimated 
value himself, and require the acquiring authority to deposit with the 
court the estimated compensation as determined by the court. 

In addition, where the court finds that the action of the acquiring 
authority, in arriving at the amount of the estimated compensation 
to have been fraudulent or not in good faith, the acquiring authority 
will not be entitled to the rents, issues, and profits of the land during 
the period between the filing of the declaration of taking and the deposit 
with the court of the just compensation fixed by the court. 


The amendment further provides that the proceedings herein in- 
volved shall not be admissible in evidence in any case. This includes 
the case brought for the purpose of assessing the value of the land 
involved in the condemnation proceedings. 

This act applies to future condemnation a as well as to 


proceedings presently pending which have not reached final adjudica- 
tion and it sets up a 30-day limitation with respect to both future and 
pending cases for the purposes of petitioning to the court by the party 
in interest to test the question of fraudulency and good faith. 

Simply stated, the amendment permits a judicial review of the good 
faith of the Government estimate of just compensation for the land 
summarily acquired under the Declaration of Taking Act. It is 
believed elementary that the Government in all of its dealings should 
act with the most scrupulous good faith and that the good-faith 
requirement is of special importance whenever the Government 
exercises its sovereign power of eminent domain. 

It is also the intention of the conferees that this amendment will 
in no way affect the Government’s power in quick taking of property 
under the Declaration of Taking Act for the Government will in no 
way be divested or be required to divest itself of title. 


EMANUEL CELLER, 
Francis E. WALTER, 
Lester HourzMan, 
Kennetu B. Keatrine, 
Wiui1am C. CRAMER, 
Managers on the Part of the House. 
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STATES oF AMERICA 


LETTER OF TRANSMITTAL 


| Aveust 20, 1958. 
Hon. Sam Raysurn, 


House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: Transmitted herewith is a report of the Select 
Committee on Small Business entitled, “Complaints of Small- and 
Independent-Businessmen Operating Sightseeing Businesses in the 
District of Columbia.” 

This report has been approved by Representative Abraham J. 
Multer, Representative Sidney R. Yates, Representative William S. 
Hill, Representative R. Walter Riehlman, Representative Horace 
Seely-Brown, Jr., Representative William M. McCulloch, Represen- 
tative Timothy P. Sheehan, and Representative Arch A. Moore, Jr., 
members of this committee. 

Inasmuch as a majority of the members of this committee have 
approved this report, I am glad to transmit same as the report of this 
committee. 

Sincerely yours, 
Wricur ParMan, 
Chairman, Select Committee on Small Business. 


Im 
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COMPLAINTS OF SMALL AND INDEPENDENT BUSINESS- 
MEN OPERATING SIGHTSEEING BUSINESSES IN THE 
DISTRICT OF COLUMBIA 


Avueust 20, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Patan, from the Select Committee on Small Business, submitted 
the following 


REPORT 


[Pursuant to H. Res. 56, 85th Cong.] 


As members of the Select Committee on Small Business, we are 
concerned with all aspects of business and government which affect 
the health and welfare of small business institutions. We are deeply 
concerned with any situation in government or business which lessens 
competitive opportunities for small business. We believe that it is 
our duty when injustices are directed to our attention to find corrective 
action. 

At the same time, congressional committee investigations and hear- 
ings are not intended to be adversary proceedings and we seek to 
prevent our hearings from taking on that complexion. 

Our committee should lean over backward so as to avoid even a 
semblance of partisanship. We should try to get the facts and on 
the basis thereof recommend changes or remedies where called for. 

Similarly, we respect the jurisdiction of other committees and of all 
Government agencies. We are not authorized to nor do we attempt 
to substitute our judgment for that of other governmental bodies. 
We do and will criticize their mistakes, as we give approval when that 
is called for. 

The committee, with the acquiesence of the Honorable John Mc- 
Millan, chairman of the Committee on the District of Columbia, con- 
ducted some brief hearings in connection with the operation of the 
sightseeing business in and about the District of Columbia. 

These matters have had the attention of congressional legislative 
committees and other bodies for many years. 

The subject matter properly falls within the jurisdiction of Com- 
mittees on the District of Columbia, Interstate and Foreign Com- 
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merce, and Government Operations, as well as the Commissioners of 
the District of Columbia, the Public Utility Commission of the District 
of Columbia, the Interstate Commerce Commission, and the Federal 
Trade Commission. Presently studying these and other problems are 
the Joint Congressional Committee on ‘Washington and Metropolitan 
Problems set up under House Concurrent Resolution 172 of 1958, the 
Regional Council established pursuant to Public Law 592 of 1952, and 
an unofficial body set up in 1957 as the Metropolitan Council, consist- 
ing of officials representing Maryland, Virginia, and the District of 
Columbia. 

The Public Utilities Commission is presently conducting hearings 
at which testimony has been or will be adduced from witnesses who 
have been heard by our committee on the identical matters. 

Public Law 757 of the 84th Congress granted an exclusive franchise 
for public transportation in the District of Columbia to the D. C. 
Transit System, Inc. This legislation resulted from a grave emergency 
caused by an almost complete collapse of public transportation facil- 
ities in the Nation’s Capital. The enactment of the law was the 
result of long and tedious negotiations and hearings and a complete 
discussion of all the problems both in and out of Congress. 

The franchise contains many privileges and imposes many obliga- 
tions, including permission to operate chartering and sightseeing 
services. In order to assure a reasonable profit at a reasonable rate 
of tare, the franchise contained certain tax concessions. 

It is not for our committee to criticize or find fault with the law 
which granted the franchise. If that law is to be changed at all it 
can be done only as the result of negotiation with the holder of the 
franchise or by the exercise of governmental power in accordance with 
the due-process clause of the Constitution. 

Suffice it to say that all concerned, and particularly those who would 
now complain about the franchise or its terms, had a right to be heard, 
and all those who desired to, were heard, prior to the granting of the 
franchise. 

Public utilities are by the very nature of the service rendered local 
monopolies subject to strict statutory regulation. In the United 
States, supervision of privately owned public utility organizations 
through governmental commissions and agencies has for the most part 
proved to be in the interest of the ultimate consumer. The alterna- 
tive is for political subdivisions to own and operate public utilities, 
and, in fact, in many instances because of local conditions or the failure 
of a privately owned public utility to render adequate service, this 
course has been found to be the only expedient. 

The Congress established for the District of Columbia a Public 
Utilities Commission with the usual grant of powers to regulate pri- 
vately owned public utilities under charters granted by the Congress. 

At the time of our hearings on the complaints of the sightseeing 
companies operating in the District and in the adjoining States of 
Maryland and Virginia, the Public Utilities Commission was consid- 
ering an informal application, which has since been formalized, of the 
D. C. Transit System for certain increased bus and streetcar rates. 
That Commission also was considering other matters concerning the 
D. C. Transit System, Inc. 

The facts made available to this committee indicate that the prin- 
cipal complainant is the Gray Lines, Ine. 
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Without probing into its motives, we cannot overlook the fact that 
any complete antitrust investigation of this problem will require a full 
inquiry about all of the activities of that complainant, who then might 
find itself in the category of a defendant rather than a complainant. 

Gray Lines, Inc., is the largest of the sightseeing and bus charterin 
services in the District of Columbia when measured by volume o 
business derived from those services. No other operator has as far- 
flung associations and affiliations throughout the country. No other 
has as many hotels in or out of the District tied up by exclusive con- 
tracts. Gray Lines, Inc., alone controls almost 12,000 hotel rooms in 
the District. Its nearest competitor, the D. C. Transit System, Inc., 
controls less than 1,500. 

Gray Lines, Inc., complains that D. C. Transit System, Inc., should 
confine itself to mass transportation. At the same time, its financial 
statements filed with the Interstate Commerce Commission show that 
its income from sources other than its principal operation, sightseeing, 
increased from 1956 to 1957 from 5 to 10 percent of its gross income, 
This “other income” exceeded $105,000 in 1957. A thorough study 
of this matter by the appropriate governmental body should encom- 
pass inquiry into that situation. 

The D. C. Transit System, Inc., charged under oath before the 
Public Utilities Commission (exhibit G before our committee) that 
Gray Lines, Inc., has been attempting to force a sale of its business to 
D. ©. Transit. While Gray Lines, Inc., has denied the charge, it has 
not accepted the challenge of D. C. Transit System, Inc., to do so 
under oath. 

Without attempting to decide that issue, we do find that the Gray 
Lines financial statements to the Interstate Commerce Commission 
show the following: 

In 1954, Gray Lines had a profit of $22,580. In 1955 it had a 
loss of $38,111; in 1956 it had a loss of $29,660. In 1957 it had a 
profit of $7,061. 

D.C. Transit received its franchise and began operation in 1956. 

Despite the picture of profits and losses presented by its state- 
ments just mentioned, the gross income of Gray Lines, Inc., 
increased in each of the years 1954, 1955, 1956, and 1957. The 
increase in 1957 over 1956 was almost exactly the same as it was 
in the prior year. 

It is clear, of course, that the Congress had no intention of granting 
exclusive rights to the D. C. Transit Systems, Inc., except in the 
business of transporting persons by bus and streetcar over regularly 
scheduled routes within the District of Columbia and contiguous 
territory in Maryland and Virginia. 


The franchise states: 

That nothing in this section shall be construed to exempt 
the corporation from any law or ordinance of the Common- 
wealth of Virginia or the State of Maryland or any political 
subdivision of such Commonwealth or State, or of any rule, 
regulation, or order issued under the authority of any such 
law or ordinance, or from applicable provisions of the Inter- 


state Commerce Act and rules and regulations prescribed 
thereunder. 
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® The franchise includes a permissive grant for the operation of 
charter and sightseeing services which are subject to regulation by 
the Public Utilities Commission under existing law (sec. 6, Public Law 
757, 84th Cong.). The Public Utilities Commission has the power to 
establish rates for sightseeing service within the District of Columbia. 
Section 6 of the charter of D. C. Transit System, Inc., states: 


The corporation is hereby authorized and empowered to 
engage in special charter or sightseeing services subject to 
compliance with applicable laws, rules, and regulations of the 
District of Columbia and of the municipalities or political 
subdivisions of the States in which such service is to be per- 
formed, and with applicable provisions of the Interstate Com- 
merce Act and rules and regulations prescribed thereunder. 


Therefore, it is equally clear that the Board of Commissioners and 
the Public Utilities Commission of the District of Columbia have full 
authority to regulate the charter and sightseeing business of the D. C. 
Transit System, Inc., as well as the charter and sightseeing services 
of all others engaged in such business within the District of Columbia. 
Moreover, interstate charter and sightseeing services originating in 
the District of Columbia are not only subject to the laws, rules, and 
regulations of the District but also subject to the laws, rules, and 
vere of the several States as well.as the Interstate Commerce 

ct. 

If over the years the officials of the District government have not 
found it either necessary or expedient to fully regulate charter and 
sightseeing services within the District of Columbia, there must have 
been valid reasons for failure to act within the fullest extent of the 
authority granted by the Congress to the District government. Per- 
haps over the years there have been no complaints. This fact, 
however, does not preclude the possibility that insofar as the sight- 
seeing public was concerned the charges for sightseeing trips were not 
based on “‘all the traffic would bear.” 

The active and aggressive entry of the D. C. Transit System into 
the charter and sightseeing fields has served to spotlight the tremen- 
dous possibilities of the sightseeing business. A good proportion of 
the sightseeing business originating in the District of Columbia 
becomes interstate traffic to many points in Maryland and Virginia. 
Many of those engaged in sightseeing operations have business 
connections throughout the entire country. 

Visitors to the Nation’s Capital such as schoolchildren, tourists, 
participants in conventions, and other groups avail themselves of 
the services of sightseeing companies in many different capacities. 
The business of chartering and sightseeing is a more considerable 
operation than merely hauling passengers from one point of interest 
to another. It includes guide service, hotel arrangements, and other 
services not fully developed in the committee’s hearings. 

The answers of the President of the Board of Commissioners to 
questions propounded by Mr. Multer regarding the monopolistic 
aspects of the sightseeing business in the District of Columbia remove 
any doubt whatsoever that the officials of the District government 
have ample legal authority to regulate companies engaged in charter 
and sightseeing operations in the District of Columbia and that they 
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will act promptly when convinced that the facts and circumstances 
require action. 

The D. C. Transit System has voluntarily agreed to limit its tax 
advantages as granted by its charter so that it. will not be in a better 
or stronger competitive position that the truly small-business concern 
in the sightseeing and charter business. 

That action by D. C. Transit System gives emphasis to the good 
faith of its officials who told us that they are genuinely interested in 
helping small business to thrive and prosper in our free enterprise 
system. 

We cannot help but comment, however, that although the burden 
of the complaint against D. C. Transit System, Inc., was its apparent 
tax advantage, this tax is a very small part of the cost of the operation 
of a sightseeing or charter service. It can hardly make a real differ- 
ence in the competition between those in this business. 

For instance, Gray Lines’ license fees, taxes, including gasoline tax 
but excluding income tax for the year 1957 was only $48,054 out of a 
total income of $1,285,901. D.C. Transit System, with all its tax 
advantages paid in the same year gross license fees and taxes of 
$364,270. the gasoline tax is an infinitesimal part of the cost of 
operation of this business. 

The difference between D. C. Transit System’s successful low bid 
for a Government bus charter and that of the next low bidder, A. B. 
& W. Transit Co., was only $810.26. The bids were $41,099.74 and 
$41,910, respectively. The tax advantage can hardly account for the 
difference. 

We believe we should not participate in investigations and hearings 
in any field which is under study before a commission or a court. 
We agree with the provision in House Resolution 56 of the 85th Con- 
gress creating the Select Committee on Small Business that ‘The 
committee shall not invade any subject matter under active investi- 
gation by any standing committee of the House.”” We are also per- 
suaded that we should refrain from tangential excursions of inquiry 
which may indicate what we think decisions should be by Govern- 
ment agencies. Such digression serves only to becloud the issues and 
detracts from the value of our efforts to secure remedial action for 
the complainants—the small-business concerns we hope to assist. 


CONCLUSIONS 
We conclude that— 

1. The protection of the small-business organizations engaged 
in charter and sightseeing services within the District of Columbia 
from unfair or monopolistic practices from any source is Incum- 
bent on the District as well as the Federal Government. 

2. The small- and independent-business men operating sight- 
seeing buses in the District of Columbia should not only be in a 
competitive position with the D. C. Transit System in sightseeing 
and chartering services but also under applicable laws be kept in 
a competitive position with their other larger and stronger 
competitors. 

3. The government of the District of Columbia through its 
Board of Commissioners and Public Utilities Commission has 
ample authority to regulate and to establish rates which will per- 
mit the smaller business enterprises engaged in charter and sight- 
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seeing services within the District of Columbia to enjoy 
competitive conditions which will enable them to prosper in the 
future as they have in the past. 

4. For competitive aspects of and the rates charged for inter- 
state service are important in assessing allegations concerning 
monopoly and unfair practices. However, this committee should 
not under existing circumstances undertake the task of develop- 
ing all the missing facts which were not brought out in our hearings 
with respect to interstate charter and sightseeing services origin- 
ating in the District of Columbia. This is the task of the duly 
constituted agencies of the Federal and District Governments. 


RECOMMENDATIONS 


We recommend that— 


1. The Public Utilities Commission of the District of Columbia 
proceed to study the problems and with all possible dispatch to 
establish within its authority such regulations as may be necessary 
to assure fair competitior in the charter and sightseeing service 
industry including rates and charges for such services, with due 
attention to the legality or illegality of exclusive contracts with 
hotels and others. 

2. The Board of Commissioners of the District of Columbia 
also study the problems and recommend to the Congress of the 
United States any additional legislation which they deem to be 
necessary to assure the prevention of unfair trade practices, the 
lessening of competition or the creation of a monopoly in the 
charter and sightseeing industry within the District of Columbia. 


O 








85TH CONGRESS HOUSE OF REPRESENTATIVES REportT 
2d Session No. 2682 


AUTHORIZING THE SECRETARY OF THE INTERIOR TO CONSTRUCT 
THE SAN LUIS UNIT OF THE CENTRAL VALLEY PROJECT, CALI- 
FORNIA, AND TO ENTER INTO AN AGREEMENT WITH THE STATE 
OF CALIFORNIA WITH RESPECT TO THE FINANCING, CONSTRUC- 
TION, AND OPERATION OF ADDITLONAL WORKS FOR JOINT USE 
WITH THE STATE OF CALIFORNIA 


Avucust 21, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. AsprnaLu, from the Committee on Interior and Insular Affairs 


, ; .: IvVERSI| Y 
submitted the following ue MICHIGAN 


REPORT SEP 9 1958 


[To accompany H. R. 12899] MAIN 


READING ROOM 

The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 12899) to authorize the Secretary of the 
Interior to construct the San Luis unit of the Central Valley project, 
California, and to enter into an agreement with the State of California 
with respect to the financing, construction, and operation of additional 
works for joint use with the State of California, and for other pur- 
poses, having considered the same, report favorably thereon with an 
amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 2, line 25, strike the words “from the State of California that 
it will’. 

Page 3, strike all of lines 1 to 8 inclusive and insert in lieu thereof— 


that a master drainage outlet and disposal channel for the 
San Joaquin Valley will be constructed by the State of 
California or local agencies. 

Page 3, line 16, strike the sentence reading: 


This agreement shall, immediately after its negotiation, be 
transmitted to the Congress and shall not be executed by the 
Secretary until ninety days thereafter, which ninety days 
shall not include days on which either the House of ‘Repre- 
sentatives or the Senate is not in session because of an ad- 
journment of more than three days to a day certain. 
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and insert in lieu thereof— 


This agreement shall be transmitted to the Committees 
on Interior and Insular Affairs of the House of Representa- 
tives and the Senate immediately after its negotiation and 
shall not be executed by the Secretary until each of said 
committees has certified to the Committees on Appropria- 
tions of the House of Representatives and the Senate its 
approval of appropriation of such funds, within the limits 
authorized by section 7 of this Act, as are necessary to carry 
out the United States’ obligations under said agreement. 


Page 4, line 6, following “1961,”’ add— 


or such later date as may be fixed by statute of the State of 
California. 


Page 4, strike out all of lines 14, 15, 16, and 17, and the words “‘he 
may” on line 18, and insert in lieu thereof— 


Committees on Interior and Insular Affairs of the House of 
Representatives and the Senate and may, upon certification 
by each of said committees to the Committees on Appropria- 
tions of the House of Representatives and the Senate of its 
approval of appropriation of such funds, within the limits 
authorized by section 7 of this Act, as are necessary for all- 
Federal construction. 


Page 5, line 1, strike the word “July” and insert ‘‘September’’. 

Page 5, line 2, following the word “pays” insert the words “, or 
contracts to pay,’’. 

Page 5, line 9, following the word ‘“‘State’’ insert— 


by-statute regularly enacted by the Legislature of the State 
of California and approved by the Governor 


This bill was mtroduced by Mr. Sisk subsequent to action by the 
Subcommittee on Irrigation and Reclamation on earlier measures. 
It incorporates amendments to H. R. 6035, also by Mr. Sisk, recom- 
mended by the subcommittee. Further amendments were adopted 
by the full Interior and Insular Affairs Committee and appear as such 
in H. R. 12899 as reported. 

In addition to H. R. 6035, earlier bills dealing with the San Luis 
unit of the Central Valley project were introduced by Mr. Gubser 
(H. R. 7295), Mr. Hosmer (H. R. 2452), Mr. Utt (H. R. 2521), and 
Mr. Hagen (H. R. 9969). H. R. 6035 and H. R. 7295 provided for 
construction of the San Luis unit as an all-Federal project; H. R. 2452 
and H. R. 2521 provided for its construction by the State of California 
as a part of the State’s Feather River project, with financial partici- 
pation by the United States; H. R. 9969 provided for division of con- 
struction responsibility between the Federal Government and the 
State. 

PURPOSE 


H. R. 12899 would authorize the Secretary of the Interior to con- 
struct and operate the San Luis unit of the Central Valley project, 
California, and to enter into an agreement with the State of California 
with respect to the financing, construction, and operation of additional 
works to be used jointly by the Federal Government to serve the San 
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Luis unit and by the State of California in connection with its water 
development program. The San Luis unit and the Federal portion 
of the joint-use facilities would be integrated physically and financially 
with the existing features of the Central Valley project and would 
utilize certain existing Central Valley project works for the pumping 
and transportation of water. The principal purpose of the San Luis 
unit is the importation of water from the Sacramento-San Joaquin 
Delta through the Delta-Mendota Canal of the Central Valley project 
system to provide a supplemental water supply for the irrigation of 
about 500,000 acres of highly productive land on the west side of the 
San Joaquin Valley. The unit would also provide some domestic 
and municipal water as well as important benefits to recreation and 
the preservation and propagation of fish and wildlife. 


SAN LUIS SERVICE AREA 


The San Luis unit service area is located in the Central Valley in 
California along the western side of the San Joaquin Valley and along 
the east flank of the Coast Range of mountains. Lands to be irrigated 
are at elevations between 200 feet and 485 feet above sea level on a 
broad gently sloping plain extending eastward from the Coast Range. 
The area climate is semiarid. Summers are hot and dry and the rain- 
fall averages only about 7 inches annually. The frost-free growing 
season averages about 280 days per year. There is little natural 
surface water supply in the area, with only a few small rain-fed creeks 
flowing intermittently during winter storms. 

Currently, there are about 400,000 acres within the service area 
developed for irrigation and served by pumping from ground-water 
sources. 

NEED 


The ground-water reservoir, which is the present source of irrigation 
in the San Luis service area, is being seriously overdrawn and the 
water table lowered. It is estimated that the recharge of the ground- 
water reservoir averages only about 200,000 acre-feet annually com- 
pared with annual withdrawals averaging around 1 million acre-feet. 
The resultant overdraft has caused a steady decline in water levels 
and increased pump lifts by more than 200 feet. In recent years pump 
lifts have increased as much as 25 feet per year. It is estimated that 
under present conditions less than 150,000 acres can be sustained in 
irrigation and that, unless an imported water supply is made available 
to the area, the majority of the presently irrigated lands will eventually 
return to desert. Because there is no firm water supply and because 
of the poor quality of the water that is available this area does not 
lend itself, under present conditions, to the development of family- 
size farms. With a firm supply of good quality water it is expected 
that there will be a big change in the crop pattern and that the large 
holdings will be broken up into family-size operations. 

Although smaller in amount, the need for additional and better 
quality municipal water is just as pressing as the need for irrigation 
water. The water obtained from the underground reservoir is of very 
poor quality and is in many areas not potable. At least one city, 
Coalinga, with a population of more than 6,000, hauls its drinking 
water in by tank car. 
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PLAN OF DEVELOPMENT 


The physical plan of development for the San Luis unit and the 
joint use facilities is described in the report of the Secretary of the 
Interior transmitted to the Congress on December 17, 1956. The 
major works of the San Luis unit include the San Luis pumping plant 
to pump water from the existing Delta-Mendota Canal to the San 
Luis Reservoir or directly to the irrigation canal system and a system 
of canals to serve the project area. In addition, a distribution system 
and a drainage system will be required and could be constructed either 
by the Federal Government or by the local district. The joint use 
facilities, which would serve both the San Luis unit and areas to be 
served under the State’s water develooment program and which could 
be built by either the Federal Government or the State of California, 
include the San Luis Dam and Reservoir, a forebay and afterbay, and 
the main San Luis Canal, if it is determined that there should be joint 
use of this canal. The capacity of the San Luis Reservoir could be 
constructed initially to 1 million acre-feet with provision for enlarge- 
ment to 2 million acre-feet or more, or it could be constructed initially 
to the full capacity, depending upon the agreement between the Fed- 
eral Government and the State of California provided for in this legis- 
lation. If the San Luis Canal is to be jointly used it should be con- 
structed initially to full capacity. 


ECONOMIC AND FINANCIAL ASPECTS 


The present estimated cost of the San Luis unit and the joint use 
facilities proposed for initial construction is $290,430,000. This 
amount includes $10,814,000 for making provision for later enlarge- 
ment of the reservoir which would presumably be paid by the State 
under the agreement for joint use. The Federal cost should be the 
same regardless of whether the Federal Government or the State 
builds the joint use facilities as each will contribute an appropriate 
share of such costs. 

Tentatively, the full cost of the San Luis unit and the Federal 
portion of the joint use facilities is allocated to irrigation and would 
be repaid by the water users or from surplus power revenues from the 
Central Valley project. It is estimated that payments by the water 
users on the basis of the proposed water rate of $7.50 for water de- 
livered at canalside would be sufficient to repay 76 percent of the 
project cost. 

The Department’s economic studies indicate that the San Luis unit 
is an excellent development from an economic standpoint. The 
annual benefits attributable to the irrigation service are estimated to 
be 2% times the annual costs. 


RELATION TO CALIFORNIA WATER PLAN 


The State of California is moving forward with its own water 
development program, and its plans for the Feather River project, 
although not yet firm, call for storage at the San Luis site. That is 
the reason for providing in this legislation for joint use of the San 
Luis Reservoir and other facilities by the Federal Government and 
by the State. The details of the agreement authorized by the legis- 
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lation must be worked out by negotiation between the Federal 
Government and the State and submitted to Congress prior to their 
becoming effective. The terms, requirements, and limitations of the 
agreement are spelled out in the legislation. Either the Federal 
Government or the State could construct the San Luis Dam and 
Reservoir and the main San Luis Canal. Regardless of which is the 
constructing agency, each will contribute an appropriate share of the 
cost. The terms of the agreement included in the legislation permit 
the operation of the joint use facilities by the State of California. 


AMENDMENTS 


In its consideration and action on this legislation the committee 
fully considered the several approaches set out in the various bills 
listed above. Basically the language of the original Sisk bill, H. R. 
6035, was followed. The Department’s report and the State’s recom- 
mendations were directed to this bill. The principal difference 
between H. R. 6035 and the language reported by the committee 
involves a series of amendments developed to leave open to negotiation 
the question of whether the Federal Government or the State of 
California shall construct the San Luis Reservoir and the San Luis 
Canal. 

The original bill called for Federal construction of the San Luis 
Reservoir and the main canal and authorized the Secretary to negotiate 
an agreement with the State of California whereby the State could 
enlarge the reservoir for use in connection with its water development 
program. The Department of the Interior approved this approach, as 
did the State of California and the local sponsoring district. However, 
those California interests that were backing and pressing for construc- 
tion of the State’s Feather River project opposed Federal construction 
and control of the reservoir site and sought authority for State 
construction and operation. The Department of the Interior also 
generally approved a plan under which the State could undertake the 
responsibility for the construction of the San Luis Reservoir and other 
joint use facilities, and the State’s director of water resources advised 
the committee that the State would have no objection to this concept. 
With both the Department and the State approving either Federal or 
State construction it seemed to the committee that this matter should 
be left open to negotiation, rather than specifying construction by 
one or the other in the legislation, and the committee adopted a series 
of amendments to accomplish this purpose. 

The committee added a new section authorizing extension of Central 
Valley project service to lands and municipalities in Santa Clara, San 
Benito, Santa Cruz, and Monterey Counties, but made the construc- 
tion of the required works contingent upon the completion of a 
favorable feasibility report and the approval of such report by the 
Secretary and by the Congress. 

Other significant amendments relate to the cutoff date for negotia- 
tions, an irrevocable right of California to enlarge the reservoir, and a 
requirement tor further approval of the House and Senate Interior 
and Insular Affairs Committees of either the negotiated agreement or 
all-Federal construction in the absence of an agreement. The dead- 
line for completing the negotiations and arriving at an agreement 
between the Secretary and the State was established as July 1, 1961, 








6 SAN LUIS: UNIT, CENTRAL VALLEY PROJECT, CALIF. 


or such later date as might be fixed by statute of the State of California. 
The agreement would have to be submitted to the Congress and receive 
the approval of the House and Senate Interior and Insular Affairs 
Committees before Federal appropriations would be available for 
construction. Should agreement not be reached within the period 
specified and the Secretary determined that prospects of reaching 
agreement were not reasonably firm, the Secretary could undertake 
construction after the House and Senate Interior and Insular Affairs 
Committees approved the making of appropriations therefor. In the 
event the Secretary undertook construction without an agreement with 
the State, the State would still retain an irrevocable right to enlarge 
or modify the joint use facilities by payment, prior to September 1, 
1980, of the cost of providing for enlargement of the works, and this 
right could be relinquished only by statute of the State of California. 

The committee amended the legislation in several places to make it 
clear that so far as the San Luis unit and the Federal works are con- 
cerned they must be operated in accordance with Federal reclamation 
laws, including the excess lands provisions thereof. Other perfecting 
and clarify: ing amendments suggested by the Department and by the 
State were adopted. 

ANALYSIS 


Section 1 of the bill as amended designates those works which 
comprise the San Luis unit and those works which are joint use 
facilities, and authorizes the Secretary to construct and operate the 
San Luis unit in accordance with the Federal reclamation laws, with 
the initiation of such construction contingent upon assurance of 
necessary water rights and assurance that a master drainage outlet 
and disposal channel outside the San Luis service area will be provided 
by the State or local agencies. 

Section 2 authorizes the Secretary to negotiate an agreement with 
the State with respect to the construction of the features designated 
as joint use facilities and for the coordinated operation thereof. The 
deadline for completion of such agreement is established as July 1, 
1961, or such later date as is fixed by statute of the State of California. 
The agreement must be transmitted to the House and Senate Interior 
and Insular Affairs Committees and the making of appropriations to 
initiate construction would have to be approved by both committees. 
Should the Department and the State fail to reach agreement the 
Secretary is required to so advise the Congress. Construction as a 
Federal project could then be initiated if the appropriation of funds 
therefor were approved by the aforementioned committees. In the 
event the Secretary proceeded with construction as an all-Federal 
project the State would still have an irrevocable right to enlarge or 
modify the joint use facilities by paying, prior to September 1, 1980, 
the cost of providing for enlargement of such facilities, and this right 
could be relinquished only by statute of the State of California. 

Section 3 lists the terms and requirements that the negotiated 
agreement would have to include. Subsection (a) requires that the 
agreement specify whether the reservoir would be initially constructed 
to its full capacity or whether there should be provision for later 
enlargement. If the State is to construct the joint-use facilities, it 
would be required to initiate construction within 1 year after the 
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execution of the agreement in order that the Federal Government 
might be assured of the necessary storage capacity to serve the San 
Luis unit. Subsection (b) relates to cost sharing and specifies that, 
regardless of who constructs the reservoir, there shall be an appro- 
priate sharing of the construction cost. Subsection (c) permits the 
State to enlarge the reservoir should the joint-use facilities be con- 
structed by the United States. Subsection (d) provides for an appro- 
riate sharing of the operation and maintenance costs. Subsection (e) 
provides for transfer to the State of title to the joint-use facilities at 
such time as the cost thereof has been repaid. Such conveyance of 
title would have to be approved by the Congress and upon such con- 
veyance the State would assume the obligation and responsibility of 
providing continuing water service to the San Luis unit service area. 
Subsection (f) provides, in the event of Federal construction, for the 
State’s conveyance to the United States of lands and rights-of-way 
which it owns and which are required for constrcution of the joint- 
use facilities. Subsection (g) relates to the rights of the United States 
and the State of California to use of the capacities of the joint-use 
facilities and provides that the United States will have use of not less 
than 1 million acre-feet of capacity in the San Luis reservoir. 
Subsection (h) permits the State to take over the operation and 
maintenance of the joint-use facilities at any time agreed upon by the 
Secretary and the State. Subsection (i) assures continued water 
service to the San Luis unit notwithstanding transfer of title or of 
operation and maintenance to the State. Subsection (j) provides for 
a nonreimbursable allocation to fish and wildlife in the event it is 
later determined such an allocation is appropriate and justified by 
benefits to these purposes. 

Section 4 authorizes the Secretary to permit the use of the San Luis 
drainage system by other parties under contracts conforming generally 
to the provisions of reclamation law. This section also authorizes 
the Secretary to permit the use of the irrigation facilities of the San 
Luis unit under contracts entered into pursuant to section 1 of the act 
of February 21, 1911. 

Section 5 authorizes the Secretary to provide Central Valley project 
service to lands and municipalities in Santa Clara, San Benito, Santa 
Cruz, and Monterey Counties. Construction of the works required 
for this service would be subject to the completion of a favorable 
feasibility report and the approval of such a report by the Secretary 
and by the Congress. Local agencies would have to contribute at 
least 50 percent of the cost of detailed studies required in the prepara- 
tion of the feasibility report. 

Section 6 authorizes the Secretary to construct minimum basic 
public recreational facilities, to arrange for local operation and main- 
tenance of such facilities and to consider the cost of such facilities to 
be nonreimbursable. This section is not applicable if San Luis 
Reservoir is constructed by the State. 

Section 7 authorizes the appropriation of funds for the construction 
of the San Luis unit and the Federal portion of the joint use facilities, 
and for the operation and maintenance thereof. Funds are also 
authorized to be appropriated for such distribution systems and 
drains as are not constructed by local interests. 
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SUMMARY OF FINDINGS AND CONCLUSIONS 


On the basis of its extended hearings on this legislation and its con- 
sideration of the San Luis project the committee concludes that this 
project would be physically and economically feasible and a desirable 
and logical addition to the Central Valley project. 

The committee finds that water service to this area is urgently 
needed to prevent most of the area from returning to desert; and the 
committee believes that the San Luis project should be authorized 
and construction undertaken at the earliest possible date. 

The committee concludes that the language in the legislation 
provides a sound basis for joint use of the San Luis Reservoir site and 
a sound basis for an agreement between the Secretary of the Interior 
and the State which would permit this much needed project to go 
forward. 

EXECUTIVE COMMUNICATIONS 


The reports of the Department of the Interior on H. R. 12899 and 
on earlier bills appear below. 


COMMITTEE'S RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 12899, as amended. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 30, 1958. 
Hon. Crate ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Eneuz: This responds to your request for a report from 
this Department on H. R. 12899, a bill to authorize the Secretary of 
the Interior to construct the San Luis unit of the Central Valley 
project, California, and to enter into an agreement with the State of 
California with respect to the financing, construction, and operation 
of additional works for joint use with the State of California, and for 
other purposes. 

Subject to the consideration of the views expressed herein and our 
suggestions for amendments, this Department would not object to 
the enactment of H. R. 12899. 

This Department’s proposal for the development of the San Luis 
unit of the Central Valley project was set forth in our project planning 
report dated August 1, 1956. Our report to your committee dated 
June 28, 1957, on H. R. 6035 recommended the enactment of that 
bill which would have authorized Federal construction of the unit. 
Subsequently, H. R. 9969 was introduced which, if enacted, would 
authorize Federal construction of the features of the San Luis unit, 
except for the San Luis Dam, reservoir, forebay, afterbay, and main 
canal extending southward from the dam. H. R. 9969 proposed that 
these main supply facilities would be constructed, operated, and 
maintained by the State of California as a part of its Feather River 
project, and that the State and Federal Governments make suitable 
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arrangements for the coordinated operation of such facilities which 
would be used jointly for the State and Federal projects. Our report 
to the committee dated May 28, 1958, indicated that this Department 
would favor the enactment of legislation generally along the lines of 
H. R. 9969. 

H. R. 12899 would authorize Federal construction of the San Luis 
unit, to include the principal engineering features described in this 
Department’s planning report, other than the San Luis Dam and 
Reservoir and the San Luis Canal. 

With respect to the dam and reservoir, the forebay and afterbay, 
if required, and the San Luis Canal, all of which are referred to in the 
bill as joint-use works, H. R. 12899 would authorize the Secretary of 
the Interior to negotiate and enter into an agreement with the State 
of California to provide for their financing, construction and operation. 
Under this authority, the question whether the United States or the 
State should construct the joint-use facilities would be a matter for 
negotiation and agreement, as would the question of the appropriate 
and equitable share of their costs which should be borne by each. 
Section 3 of the bill sets forth the manner in which some of the basic 
elements in the Federal-State relationship should be dealt with in 
the agreement, depending upon which party thereto would undertake 
the responsibility for construction of the joint-use features. 

Under the terms of section 2 any proposed agreement would have 
to be submitted to the Congress by the Secretary, and its execution 
on behalf of the United States would not be authorized until at least 
90 days subsequent to such submission, during which the Congress is 
not adjourned for more than 3 days. The Secretary would not be 
able to commence construction of the San Luis unit until after such 
an agreement is executed, except that (1) if no agreement is reached 
by July 1, 1961, and the Secretary should then determine, after con- 
sultation with the Governor of California, that the prospects of reach- 
ing such an accord are not “reasonably firm”, or (2) if an agreement 
providing for construction of the joint-use facilities by the State is 
executed, and the Secretary re determine thereafter that it is 
apparent the State will not proceed in accordance with its terms, he 
may proceed with construction of the San Luis unit and the joint-use 
facilities under the provisions of the Feder! reclamation laws, after 
having reported thereon to the Congress and the elapse thereafter of 
90 days during which the Congress 1s not adjourned for more than 3 
days. 

In general, these provisions of the bill would provide a reasonable 
opportunity for negotiating an agreement on the construction of the 
Federal development in a manner which would permit certain of the 
main supply features to serve both the San Luis unit and the proposed 
Feather River project of the State of California, and, in addition, 
a procedure whereby construction of the Federal project could proceed, 
after a given period of time, in the event of failure to reach such an 
agreement or if the State should not proceed with its development. 

We informed your committee in our report of May 28, 1958, on 
H. R. 9969 that we favor the concept that the State should undertake 
the responsibility for the construction of as much of the proposed San 
Luis unit as possible. The provisions of H. R. 12899 overcome some 
of thé deficiencies in H. R. 9969 that were pointed out in our report 
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on that bill. For example, we believe the language in the first sen- 
tence of section 2 of H. R. 12899 provides adequate assurance that 
the San Luis service area would be reserved for Federal development 
and that sufficient lands would be served for an economically feasible 
project. Similarly, the provisions of the bill will permit an equitable 
sharing of costs to be determined by negotiation and agreement. 

Subsection (g) of section 3 would provide that the rights of the 
United States and of the State to the use of the capacities of the joint- 
use features shall be based upon the ratio of the contribution of each 
to the total capital costs of such features with a requirement that the 
United States shall have a right to the use of no less than 1 million 
acre-feet of the capacity of San Luis Reservoir. While this proposed 
fixed formula might work for San Luis Reservoir, especially as the 
proposed language guarantees 1 million acre-feet of capacity for 
Federal use, we doubt that it would be workable for the San Luis 
Canal. On the basis of data now available, the ultimate capacity 
of the San Luis Canal for joint use would vary from 12,500 cubic feet 
per second at the head of the San Luis unit service area to 7,000 cubic 
feet per second at the lower end of the service area. The required 
capacity for the Federal project would vary from 6,800 cubic feet per 
second at the head of the service area to 700 cubic feet per second at 
the lower end of the service area. Thus, the requirements of the 
Federal project would range from 55 to 10 percent of the capacity 
of the San Luis-Kettleman City portion of the San Luis Canal. A 
formula that would give a flat overall percentage, such as the proposed 
language would provide, would obviously not conform with those 
ae 

Jetailed operational studies by the Bureau of Reclamation and 
the State will be required to formulate a plan of operation for joint 
use. Only after such a study can the Federal and the State needs 
and their interrelationship be determined. 

We believe the Federal Government should be assured of the use 
of sufficient capacities in the joint facilities necessary to serve the 
San Luis unit. The problem then would become one of constructing 
joint-use features to capacities sufficient to accommodate State needs 
also. Accordingly, we recommend that, for the provisions of sub- 
section (g) of section 3 of H. R. 12899, there be substituted language 
substantially the same as that which appears in subsections (g) and 
(h) of section 3 of H. R. 6035, which shall read as follows: 

‘“‘(¢) the United States shall have unrestricted use of such capacities 
in the joint-use facilities as shall be required to carry out the purposes 
of section 1 of this act. Such unrestricted use shall extend throughout 
the repayment period and so long thereafter as title to the San Luis 
unit and the joint-use facilities, if such facilities are constructed by 
the United States, remains in the United States. The State shall 
have unrestricted use of the remainder of the capacity of the joint-use 
facilities for water service outside the San Luis service area solely 
under the jurisdiction of the State.” 

We offer the following comments and suggestions for amendments 
with regard to the other provisions of the bill: 

1. In line 8 on page 2, substitute the words ‘‘conform generally 
to” for the word “be”. This amendment would take cognizance 
of certain modifications which are now contemplated in the plan for 
the San Luis unit. 
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2. The language in section 2 of the bill beginning with the words 
“in constructing’ in line 21 on page 4 and continuing through line 7 on 
page 5 would provide, in the event of Federal construction of the San 
Luis unit and the joint-use facilities in the absence of an agreement 
with the State, that the joint-use facilities would be constructed to 
permit enlargement by the State. The State would have an irre- 
vocable right to enlarge and modify the facilities and to have owner- 
ship of the additional capacity it would thereby provide, if it paid to 
the United States, prior to July 1, 1980, an appropriate share of the 
cost of the facilities so designed and cniauated to permit future en- 
largement. We believe that, under the circumstances envisioned by 
the provision, the design and construction by the United States of the 
joint-use facilities in a manner to permit future enlargement by the 
State should be required only if the State shall make available to the 
United States during the construction period sufficient funds to pay 
the additional cost involved. Accordingly, we recommend that the 
phrase “prior to July 1, 1980” appearing in lines 1 and 2 on page 5 be 
deleted and the words “‘during the construction period’”’ be substituted 
therefor. 

In addition, we believe the State should be required to submit its 
plans for enlargement and construction to the Secretary for approval 
to assure that the Federal structures will not be adversely affected. 
This may be accomplished by adding after the word ‘‘State’’ in line 5 
on page 5 the words ”’, after somaavalal its plans by the Secretary,’’. 

3. Subsection (a) of section 3 would require the Federal-State con- 
tract to provide that the joimt-use facilities shall be constructed to 
such capacities and in such a manner as to permit immediate inte- 
gration with the State’s water projects. It is possible that the State 
may not be ready for, nor desire, such immediate integration. We 
believe the State’s plans may be more readily accommodated if the 
provision were to be amended by adding the word “either” after the 
word ‘‘permit”’ in line 24 on page 5 and by substituting the word “or” 
for the word ‘‘and”’ in the following line. 

4. We suggest that for the words “If constructed by the State, the 
joint-use facilities,’ appearing in line 3 on page 6, there be sub- 
stituted the words “If the joint-use facilities are constructed by the 
State, such construction,” and that the words “the facilities” be 
inserted between the words “and” and “shall” in line 5 on page 6. 

7. Section 5 is a new proposal which would authorize water service 
from the Central Valley project, by way of the Pacheco Tunnel 
route, to lands and municipalities in Santa Clara, San Benito, Santa 
Cruz, and Monterey Counties. Under the provisions of the section, 
an investigation and report on the feasibility of the proposal would be 
required, provided the local water authority or other. public agency 
or agencies should agree to pay one-half of the cost thereof. If the 
report should indicate that the work would be feasible both from an 
engineering and an economic standpoint, is reviewed by the State, and 
is approved by the Secretary and the Congress, construction could be 
undertaken but not prior to July 1, 1962, unless in the meantime the 
Governor should notify the Secretary that the State approves the 
construction of the proposed works by the Federal Government. 

There is now pending before your committee House Joint Resolution 
584 and House Joint esuletion 585, on which this Department has 
submitted its views to your committee. Those joint resolutions 
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would provide authority only for the investigation to be made, with 
a sharing of the costs by the local water authority. The views ex- 
pressed by this Department with respect to those proposals are equally 
applicable to the provisions of section 5 of H. R. 12899, since we 
would not wish to overlap or duplicate the State’s program, studies 
or plans for the area concerned under the State’s water plan, unless, 
of course, we were specifically directed to do so by the Congress. 

8. We recommend that the figure “$305,000,000” appearing in 
line 11 on page 12 be deleted and that there be inserted in its place 
“‘$291,000,000 (October 1957 prices)’’ in order to conform the author- 
ization for appropriations with the present estimated cost of the San 
Luis unit, exclusive of the costs of constructing distribution and 
drainage systems, taking into account the use of off-peak power for 
project pumping. This represents an increase of $61,300,000 over the 
cost estimate given in this Department’s interim San Luis unit report 
to the Congress of December 17, 1956, which was based on January 
1954 prices. About $29 million of this increase is due to rises in con- 
struction price levels and the remainder (about $32 million) to provi- 
sions for off-peak pumping not included in the plan presented in the 
interim report, 

The estimated cost of the major features involved is as follows: 

San Luis Dam and Reservoir__.............-.._--- are Sie pte $67, 178, 000 
Intake Canal (Delta-~-Mendota Canal to San Luis forebay pumping 


plant) 903, 000 
San Luis forebay peneins plant 5, 858, 000 
San Luis forebay Dam and Reservoir 3, 160, 000 


San Luis intake canal 1, 920, 000 


San Luis pumping eee 2) ee PU BIR OS BT ahs 60, 241, 000 


Pleasanf Valley pumping plant 5, 759, 000 
Relift pumps on distribution system____.._......-- say. aphn mint oes 21, 738, 000 
San Luis Canal 77, 900, 000 
Pleasant Valley Canal and pump intake canal 4, 950, 000 
Channels, levees, and floodworks 25, 200, 000 
Tracy switchyard additions 616, 000 
Tracy-San Luis 230 kilovolt transmission line 4, 591, 000 
San Luis Canal transmission line, 115 kilovolts 1, 893, 000 
San Luis switchyard 4, 477, 000 
Transmission line to forebay pumping plant 133, 000 
San Luis forebay switchyard 223, 000 
Pleasant Valley switchyard 307, 000 
Relift substations 608, 000 

1, 546, 000 

1, 229, 000 


290, 430, 000 


The estimated cost of San Luis Dam and Reservoir constructed to 
1 million acre-foot capacity and designed to serve the San Luis unit 
only is $56,364,000. The added cost of making provision for later 
enlargement is $10,814,000. However, even if it is built as an all- 
Federal project, future enlargement of San Luis Reservoir to 2 million 
acre-foot capacity would be contemplated to serve lands further south 
in the San Joaquin Valley in the potential Avenal Gap unit service 
area. For this reason the cost of providing for enlargement is included 
in the original plan for San Luis Dam and Reservoir and is reflected 
in oo $290,430,000 total estimated cost of the San Luis unit supply 
works. 

There are also other costs for future service provisions included in 
the above estimate. The estimate for pump discharge lines contains 
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$4 million for future service and the San Luis Canal estimate includes 
$2,887,000 for the same purpose. Thus, of the $290,430,000 estimate 
a total of $17,701,000 is incfuded for future enlargement or for future 
service. 

If the San Luis unit is to be constructed for integration with the 
State’s Feather River project, a problem exists as to construction 
of the San Luis Canal. A canal with a capacity of 6,800 cubic feet 
per second at the head of the service area would be required to serve 
only the San Luis unit. If the San Luis Canal is to serve both the 
San Luis unit and the Feather River project, it is presently estimated 
that a comparable capacity of 12,500 cubic feet per second would be 
required. It does not appear that construction of San Luis Canal 
with initial capacity of 6,800 cubic feet per second, with provision 
for later enlargement, would be economical. If the canal is to serve 
as a joint-use f ature, it should be constructed initially to full capacity. 
For the stretch of the San Luis Canal from San Luis Dam to Kettleman 
City, the stretch required for the San Luis unit, the estimated cost 
of constructing the canal to full joint-use capacity is $123,600,000 as 
compared with an estimated cost of $77,900,000 if it is constructed 
to serve the San Luis unit only with provisions for future service in 
the Avenal Gap unit area. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this proposed report to your committee. 
However, that Bureau requested that we advise your committee that 
the Bureau of the Budget would recommend against authorization 
of the extension contemplated in section 5 at this time and would 
recommend that the terms of the bill make it clear that recreation 
facilities be treated as a part of the overall Federal costs and allocated 
to major project purposes. 

Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 28, 1957. 
Hon. Criatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: Reports have been requested from this 
Department on H. R. 2452, a bill to provide for Federal cooperation 
with the State of California, in the construction of the San Luis unit 
of the Feather River project, to authorize the Secretary of the Interior 
to negotiate an agreement therefor, and for other purposes, and H. R. 
6035 and H. R. 7295, both of which are bills to authorize the Secretary 
of the Interior to construct the San Luis unit of the Central Valley 
project, California, to enter into an agreement with the State of 
California with respect to the construction and operation of such unit, 
and for other purposes. 

We recommend that H. R. 6035 be enacted. 

This bill, if enacted, will permit the carrying out of the proposals 
made in this Department’s project planning report on the San Luis 
unit, Central Valley project, dated August 1, 1956. After clearance 
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through the Bureau of the Budget, copies of this report were trans- 
mitted to the Speaker of the House on December 17, 1956, and were 
referred to your committee. 

Section 1 of H. R. 6035 provides for Federal construction of the 
San Luis unit works. This unit is on the west side of the San Joaquin 
River Basin along the eastern flank of the Coast Range. The lands 
to be served are in western Merced, Fresno, and Kings Counties in a 
strip about 65 miles long and 13 miles wide with the central portion 
about 30 miles southwest of Fresno. 

The primary purpose of the unit, which would be integrated both 
physically and financially with the overall Central Valley project, is 
the preservation and expansion of irrigation in the unit area through 
the importation of water from the Sacramento-San Joaquin Delta. 
Some domestic and municipal water also would be supplied. The 
San Luis Reservoir would meet an important local recreation need. 
Preservation and propagation of fish and wildlife resources also would 
be a project purpose. 

Currently there are more than 400,000 acres within the unit area 
developed for irrigation. These acres are served by pumping from 
groundwater which is seriously being overdrawn and lowered so that 
in any one year only a portion of the developed acreage actually 
receives water. The artesian water table has for years been dropping 
at an alarming rate, and it is estimated that under present conditions 
only 148,000 acres ultimately could be sustained m irrigation. An 
imported water supply is necessary to maintain even the present agri- 
cultural economy. Great improvement to the economy would be 
experienced by importation of this larger water supply. Domestic 
and municipal water supplies are also deficient. Existing supplies for 
these purposes are of poor quality, and in the case of the municipality 
of Coalinga potable water must be imported by railroad tank cars. 
The plan proposed would alleviate the domestic and municipal water 
problems. 

The general plan provides for-the utilization of surplus flows from 
the delta area which, when supplemented by groundwater, would pro- 
vide a full irrigation water supply for 440,000 acres out of a gross 
service area of about 500,000 acres. It is estimated that 1,126,000 
acre-feet of water from the main San Luis Canal plus 540,000 acre- 
feet from groundwater pumping would be required for unit purposes. 
All would be utilized for irrigation except 22,600 acre-feet and 17,400 
acre-feet which would be used for, respectively, municipal and domestic 
farm uses. 

The plan proposed would utilize off-season capacity of the existing 
Tracy pumping plant and Delta-Mendota Canal to deliver surplus 
delta water to the proposed San Luis pumping plant forebay. From 
there the water would be pumped for storage into the proposed 1 mil- 
lion acre-foot capacity San Luis Reservoir and for later delivery to the 
lands to be served. (It may be noted, in addition, that our plans call 
for the release of water from San Luis Reservoir to meet part of the 
demands in the Delta-Mendota Canal area in critical dry years when 
shortages would be shared by all Central Valley project water users.) 
When possible during the irrigation season, water would be pumped 
directly into the proposed 104-mile long San Luis Canal for delivery 
to the unit distribution system. At mile 76 on the San Luis Canal, the 
proposed Pleasant Valley pumping plant would lift water into the 
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roposed Pleasant Valley Canal to serve some of the higher elevation 
ands at the southern end of the unit area. An electrical distribution 
system to serve unit pumps; channels, levees, and flood works to pro- 
tect project features; and relift pumps on the high sides of the main 
canals would also be required unit works. 

In addition to these major works, which are recommended for 
Federal construction, a distribution system, an adequate drainage 
system, and deep wells for groundwater pumping would be required. 
The last of these three items is proposed for non-Federal construction. 
The first two are recommended for either non-Federal or Federal 
construction. Suitable arrangement for their accomplishment prior 
to initiation of construction will be necessary to assure the success of 
the overall unit. 

Section 1 of H. R. 6035 also provides that ‘Construction of the 
San Luis unit shall not be commenced until the Secretary has secured, 
or has satisfactory assurances of his ability to secure, all rights to the 
use of water which are necessary to carry out the purposes of the unit 
and the terms and conditions of this act.”” In view of the uncertain- 
ties created by certain recent decisions of the California Supreme 
Court which are now before the United States Supreme Court for 
review, this is an eminently wise provision. 

Sections 2 and 3 of H. R. 6035 deal with the making of an agreement 
between the State of California and the United States under which 
the San Luis unit works would be designed, constructed (either 
initially or later), and operated to permit their use by the State for 
delivering water to areas beyond the San Luis unit service area. 
Under the agreement contemplated by the bill, the State, among 
other things, would also make available to the United States a proper 
share of the funds needed for construction of the enlarged works; 
would transfer to the Government such lands and interests as it owns 
and as are required for joint facilities; would pay either an appropriate 
share of the operation and maintenance costs of San Luis unit works 
constructed or designed to be constructed for joint use and of other 
Central Valley project works which are of service to it or would pay 
a service charge in connection therewith; would be entitled to have 
transferred to it title to the San Luis unit works after repayment of 
the Central Valley costs assigned to the unit is completed; and would, 
if it takes title to the unit works or if their care, operation, and 
maintenance are transferred to it, also take over, in effect, the obliga- 
tions of the United States with respect to water service. 

Provision for such an agreement, the terms of which will necessarily 
have to be negotiated in detail, is satisfactory to this Department 
and will, it is believed, go a long way toward resolving potential con- 
flicts of interest which earlier review of the planning report by the 
State revealed. The terms of H. R. 6035 with respect to the contents 
of such an agreement are preferable to those of H. R. 2452 which, 
in addition, has the disadvantage of providing no authority for con- 
struction of the Federal San Luis unit as such under any set of circum- 
stances. 

Section 4 of H. R. 6035 deals principally with the construction of a 
drainage system for the San Luis unit and provides for the use of the 
system by others. While the provisions of the first sentence of this 
section (p. 7, line 23, through p. 8, line 8) are adequate to serve the 
San Luis unit and would not be objected to by this Department, it 
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should be pointed out that the State of California is contemplating 
a master drainage plan for the entire west side of the San Joaquin 
Valley. In order to permit better coordination of the San Luis 
project drainage needs with this plan, we recommend that considera- 
tion be given to broadening the scope of this sentence by substituting 
for ea portion of it which begins with ‘to enter” at the end of line 3, 
page 8, and closes with line 8 of the same page, language along the 
following lines: 

“to construct, operate, and maintain and to participate with 
others in the construction, operation, and maintenance of drainage 
facilities to serve the general area of which the lands to be served by 
the San Luis unit are a part. Nosuch construction or participation in 
construction which involves the expenditure of Federal funds shal) be 
undertaken by the Secretary, however, until a contract or contracts 
conforming generally to the provisions of the Federal reclamation 
laws and providing , among other things, for the advance or repay- 
ment to the United States of its expenditures therefor shall have been 
entered into.”’ 

The above comments on and suggestions with respect to H. R. 6035 
are equally applicable to H. R. 7295. The latter bill is substantially 
identical to H. R. 6035 but also includes a provision relating to the 
construction of works to serve lands in Alameda, San Benito, and 
Santa Clara Counties. While we recognize the probable merit of 
serving this area, our studies to date have not been sufficiently detailed 
to permit our recommending the inclusion at this time of the H. R. 
7295 provisions in legislation. In addition, the State of California 
has been actively interested in developing works in this area as a part 
of its Feather River project. 

As is indicated in the planning report, to which reference has been 
made above, our studies show that the unit is economically feasible 
and has a very favorable benefit-cost ratio. The present indicated 
cost of the major works is about $305 million, and we suggest that 
the blank in line 24, page 8, of the bill be filled in with the expression 
“$305 million (January 1957 prices).’’ Virtually all of these costs 
are reimbursable. All those that are would be returned within 50 
years from the time the San Luis unit goes into operation. Any addi- 
tional costs incurred for distribution systems would be covered by the 
usual 40-year repayment-type contract. 

The data called for by Public Law 801, 84th Congress, are attached 
for your information. 

The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 
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DEPARTMENT OF THE INTERIOR 


Subject matter: Bill to authorize construction of the San Luis unit, Central 
Valley project. 


Estimated additional man-years of civilian employment and expenditures for the 
1st 5 years of proposed new or expanded programs 















































1957 1958 1959 | 1960 1961 
Estimated additional man-years of civilian | 
employment: 
Executive direction: 
a a i Jongg ocwdgidarapdenaeigns 1} 1 1 1 
Ceeen aisha shi 3d 64a pee sees 6. <n Oak 1 1 1 1 
Total, executive direction - - | path Leek 2 2 | 2 2 
Administrative services and support: 1B sO re 
Aocgumiants. eertecns acicid cack bnseced ca—0h Sie cere 3 | 3 8 
Clerical. 7  aatienaaal bAhonnen® occeeiiabsa dine 7 7 7 
Property Management .... .. 2.22... fi22 ie ssl ds cdl 6 6 6 
Records maintenance. -...-.......- — opie dinetheess 4 4 4 
Qumeenemeces Gate cSumees eax 2 | 
Total, administrative services | | 
and support... osidaninectbahehebinete 20 20 20 
Substantive (program): ; em a il 1. 
Engineering aids 3 |------------| 10 30 | 30 30 
Engineers -_ --.~---- : eS ee ee ee 15 59 59 59 
Geologists ........- " aloweoaveecess 5 5 5 5 
Total, substantive............-- Le ee 30 94 | 94 | 94 
Total, estimated additional man- | al od ates: , 
years of civilian employment -|--.....-- 32 116 116 116 
Estimated additional expenditures: , Lal Te a sek Mod 
Personal services __....-- : osha peuetde $176, 000 $638, 000 $638, 000 $638, 000 
Tk CRN 6 atk tie vitipttn =r ss sonitgcen band -o44sebe 2,000,000 | 8,275,000 | 23,178,000 | 27,826,000 
Total, estimated additional expendi- | 
IN i idirnee daett ni Botella gpein ale edited torr} 2, 176,000 | 8,913,000 | 23,816,000 | 28, 464, 000 
| | 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 28, 1958. 
Hon. Crarr ENGL», 
Ohairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enatz: This responds to your request for the views of 
this Department on H. R. 9969, a bill to authorize the Secretary of the 
Interior to construct the San Luis unit of the Central Valley project, 
California, to enter into an agreement with the State of California 
with respect to the financing, construction, and operation of such unit, 
and for other purposes. 

This Department would recommend the enactment of H. R. 9969 
if it is amended to conform with the views expressed in this report. 

The bill, if enacted, will authorize the construction by this Depart- 
ment, as a part of the Central Valley project, of those features of the 
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proposed San Luis unit described in this Department’s report entitled 
“San Luis Unit, Central Valley Project, California,’ dated December 
17, 1956, which are required to deliver a supply of water to the service 
area, except for the following main supp a facilities: the San Luis 
Dam, reservoir, forebay, afterbay, and main canal extending south- 
ward from the dam. ‘These latter features, it is proposed, would be 
constructed, operated, and maintained by the State of California as 
a part of its Feather River project. 

In order to provide for the coordinated operation and use of the 
Federal- and State-constructed features of the unit, the bill would 
authorize the Secretary of the Interior, on behalf of the United 
States, to enter into an agreement with the State of California which 
shall provide, among other things, that (@) the United States and the 
State of California each would undertake to construct those features 
which, under the terms of the bill, are to be the responsibility of each 
for construction, operation, and maintenance; (b) the facilities to be 
constructed by the State shall be so designed as to permit their use 
in connection with the features to be constructed by the United States 
or to permit their enlargement as may be required for joint use and 
coordinated operation; (c) the United States shall make available to 
the State, during the construction period, payments to cover the 
Federal share of the cost of construction of the State’s facilities, “based 
upon the proportion of total capacities required by” the United States 
and the State shall make similar payments to the United States to 
pay its share of the costs of the federally constructed features; and (d) 
the United States and the State shall pay annually, each to the other, 
their share of the other’s operation, maintenance, and replacement 
cost, based upon “the proportions of total capacities required by” 
each in the other’s works. The execution of such an agreement must 
precede the construction of works authorized by the bill. 

The Secretary would be permitted, under the terms of the bill, 
to construct, operate, and maintain the San Luis interceptor drain, 
either with or without State participation, and to construct a drainage 
system for the San Luis unit, with provision for the use of the drainage 
system by others. Section 8 deals with Federal construction of 
necessary distribution systems under the provisions of the Federal 
reclamation laws. In addition, the bill would empower the Secretary 
of the Interior to contract with the State for the utilization by the 
State of excess capacity of the facilities of the Central Valley project 
to store and transfer water for ultimate delivery by the State, and for 
the utilization by the United States of State-owned facilities for 
similar purposes, with appropriate provision for the payment therefor 
of a service charge or an appropriate share of the costs of the facilities 
used. 

Section 1 of the bill would require that the Secretary shall have 
secured, or have reasonable assurance of securing, all water rights 
necessary to carry out the purposes and terms and conditions of the 
bill before the construction of any of the works may be undertaken. 

On June 28, 1957, we furnished your committee a report on H. R. 
2452, H. R. 6035, and H. R. 7295, all of which related to the con- 
struction of the San Luis unit, Central Valley project. We discussed 
in that report the general plan for the construction of the unit and the 
need therefor, and we indicated our support for the provisions of 
H. R. 6035. It should be noted that under the provisions of H. R. 
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9969, the State of California would construct substantially more of the 
features of the San Luis unit than it would under the provisions of 
H. R. 6035. We favor the concept on which H. R. 9969 is based that 
the State should undertake the responsibility to construct as much of 
the San Luis unit as possible and it is for this reason that we support 
the general objectives of H. R. 9969. 

However, we believe that the bill in its present form is deficient in 
several major respects insofar as proper protection of the proposed 
investment of funds by the United States is concerned, Some of the 
areas which, in our opinion, require further consideration, are the 
following: 

1. As pointed out above, section 3 provides authority for the 
Secretary to negotiate and enter into an agreement with the State 
providing generally for the coordinated operation of the Central 
Valley project and the Feather River project and for the coordinated 
operation and joint use of Federal and State features of the San Luis 
unit in order that the State and the United States may both be able 
to deliver water to their respective service areas. This authority 
extends only to negotiations and does not provide assurance that the 
United States would have such use of capacities in all the works, both 
Federal and State, as might be necessary to serve properly the lands 
which shall be in the Federal service area and thereby protect the 
Federal investment involved. Although this assurance might be 
achieved by negotiation, we believe that legislation to authorize 
Federal participation in the San Luis unit should make such assurance 
a prerequisite of Federal participation. 

2. While sections 2 and 8 of H. R. 9969 would authorize construc- 
tion of facilities by the Federal Government in the service area of the 
San Luis unit, as set forth in this Department’s report of December 17, 
1956, it fails to reserve such service area for Federal development. 
Without desiring to inhibit water resource development work by 
the State, we believe the Federal Government should be assured, 
through some appropriate requirement of the authorizing legislation, 
that sufficient lands would be served by Federal works to permit an 
economically feasible operation. 

3. The bill provides that the costs of construction, operation, and 
maintenance and other costs of works used jointly by the State and 
the Federal Government shall be divided on the basis of the “propor- 
tions of total capacities” required by each. The term “proportions of 
total capacities’? may be interpreted several ways. For example, it 
can mean instantaneous maximum peak capacities, average peak 
capacities over different time periods, or capacities by volume either 
daily or over some longer time base. There are other possible inter- 
pretations relating both to canals and reservoirs. In view of this 
ambiguity, we question the wisdom of providing for the allocation of 
costs on the basis of “proportions of total capacities.” It is our 
opinion that the sharing of costs should be determined by negotiation 
and agreement and may be on some other, more suitable, basis. We 
would have no objection to a deletion of any reference to the basis 
for the sharing of costs since we do not anticipate that there would 
be encountered any insurmountable problem in working out by agree- 
ment an equitable sharing of costs. 

4. While section 3 of H. R. 9969 provides that construction of the 
works authorized shall not be commenced until the execution of the 
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agreement between the State and the Federal Government for the 
coordinated operation of facilities, it fails to provide a cutoff date 
by which such an agreement shall be reached. Thus, it is possible 
that if negotiations extend over an unusually long period of time, 
construction of facilities to serve the San Luis area would be delayed 
unduly. It seems to us that a proper requirement of the bill should 
place responsibility for reaching agreement equally on the United 
States and the State and should provide that, in the absence of reach- 
ing an agreement by a specified date, construction of the San Luis 
unit facilities shall proceed on some basis other than the one now 
specified in H. R. 9969. 

We are aware that these points might be resolved by negotiation 
and agreement. However, in our opinion, it would be highly desirable 
that, in aid of negotiations, the basis of the Federal-State agreement 
be more fully defined in the authorizing legislation. In view of the 
State and local interests in this complex matter, in addition to that 
of the Federal Government we do not offer any specific amendments 
designed to overcome the objections noted herein since we have not 
yet had sufficient opportunity to discuss with representatives of the 
State and of the water users who would be affected by the bill the 
manner in which these points should be resolved. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. We are enclosing a 
copy of the advice to this Department from the Bureau of the Budget 
concerning H. R. 9969. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
Bureau OF THE BupGeEt, 
Washington, D. C., May 26, 1958. 
The honorable the SecrETARY OF THE INTERIOR, 
(Attention: Mr. Theodore F. Stevens.) 

My Dear Mr. Secrerary: This is in reply to Assistant Secretary 
Aandahl’s letter of March 17, 1958, transmitting copies of the report 
that the Department proposes to present to the House Committee on 
Interior and Insular Affairs with regard to H. R. 9969, a bill to au- 
thorize the Secretary of the Interior to construct the San Luis unit 
of the Central Valley project, California, to enter into an agreement 
with the State of California with respect to the financing, construction, 
and operation of such unit, and for other purposes. 

Your proposed report, while generally favorable to the objectives of 
the bill, enumerates several provisions which the Department believes 
to be deficient, particularly with regard to protecting the proposed 
Federal investment. It is noted, however, you do not propose any 
specific amendments at this time because of insufficient opportunity 
for discussion of these problems with the interested State and local 
representatives. 

We assume that any amendments to the bill which the Department 
might propose at some later date would be presented to the Bureau 
of the Budget for advice as to their relationship to the program of the 
President before submission to the Congress. 
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Section 7 of H. R. 9969 would authorize Federal construction of 
minimum basic recreational facilities in connection with both the 
Federal and non-Federal features of the project. The cost of such 
facilities would, under the terms of the bill, be nonreimbursable. The 
Bureau of the Budget believes that Federal construction of recreational 
facilities should be limited to the Federal portion of the project, and 
that the costs incurred for this purpose should be treated as part of 
the overall costs and allocated to the basic purposes of the project. 

Subject to your consideration of the above comments, there would 


be no objection to the submission of such report to the Congress as 
you deem appropriate. 


Sincerely yours, 
Puitup S. Hucues, 
Acting Assistant Director for Legislative Reference. 


O 








85TH CoNnGRESS HOUSE OF REPRESENTATIVES | REPorT 
2d Session No. 2683 


MODIFYING THE PROVISIONS RELATING TO THE 
ATTACHMENT AND GARNISHMENT OF WAGES, 
SALARIES, AND COMMISSIONS OF JUDGMENT DEBTORS 


Avucust 21, 1958.—Referred to the House Calendar and ordered to be printed 


Mr. McMi1tan, from the Committee on the District of Colymbias es; , y 
submitted the following OF MICHIGAN 


REPORT SEP 9 1958 


MAIN 
[To accompany H. R. 7035] READING ROOM 


The Committee on the District of Columbia, to whom was referred 
the bill (h. R. 7035) to amend the Code of Law for the District of 
Columbia by modifying the provisions relating to the attachment and 
garnishment of wages, salaries, and commissions of judgment debtors, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill RH. R. 7035 
do pass. 

Under existing law in the District of Columbia a judgment creditor 
may issue an attachment of a debtor’s wages called a garnishment, 
which garnishment requires that the employer withhold all of the 
debtor’s wages until it can be judicially determined how much of 
the attached wages should be turned over to the creditor. 

Under existing law if an exemption is claimed the debtor is required 
to file a written claim of exemption which claim is set down for 
a hearing in open court at which the debtor must be present. During 
the time this hearing is pending the entire wages are still held up. 

The exemption provided for under present Jaw is unworkable and 
economically unsound in that the majority of defendants never take 
advantage of it, and it promotes a coercive influence on defendants 
dve to the holdup of the defendant’s salary until the litigation is 
determined. 

There are approximately, 3,500 cases of garnishment heard before 
the municipal court of the District of Columbia every month. 

The purpose of H. R. 7035 is to provide a 10-percent lien and con- 
tinuing levy upon the gross wages due or to become due to the judg- 
ment debtor. This percentage attachment is to continue as a lien 
against the wages of an employee until the judgment, interest, and 
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costs are fully paid. In the event more than one attachment is filed 
against the same employer for money due to the same employee, the 
writs so filed will take priority as of the time they are received by the 
United States marshal and only one levy can be made at any one time 
until the attachment having priority is satisfied. 

The bill also provides a penalty to an employer in that he would 
be liable to a judgment if he willfully failed to pay the creditor the 
percentage provided for in this act. Such liability is limited to the 
amount of the wages due the employee upon a pay period, and pro- 
vides that the employer would be liable to a judgment of 10 percent 
of the gross wage due if he inadvertently or otherwise not willfully 
failed to pay the judgment creditor the percent prescribed. This 
loss cannot be passed on to the employee. 

The provisions of this bill shall be effective as to wages, salary, and 
commissions of an employee-judgment, debtor on or after the date of 
the enactment of this act. 

A subcommittee of the House District Committee held hearings on 
H. R. 7035 on May 13, 1957, and May 27, i957. At the time the 
hearings were held the chief judge of the municipal court of the Dis- 
trict of Columbia appeared, and other judges of the municipal court, 
the Corporation Counsel for the District of Columbia. the president 
of the District of Columbia Bar Association, and many other inter- 
ested public citizens who testified in favor of this bill. There were a 
number of individuals who appeared and testified in opposition to 
H. R. 7035 or any other bill which would amend the law relating to 
attachment or garnishment on wages, salaries, and commissions in the 
District of Columbia. It might be well to point out that all of these 
persons who testified against amending the present law were all repre- 
sentatives of various businesses who have extended credit in a reck- 
less manner to the very individuals who were always brought into 
court with these proceedings. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 
District or CotumBia Cope 16-312 (31 Strat, 1262, 53 Star. 567, 

58 Stat. 819) 


(a) The attachment shall be levied on credits of the defendant, in 
the hands of a garnishee, by serving the latter with a copy of the writ 
of attachment and of the interrogatories accompanying the same, and 
a notice that any property or credits of the defendant in his hands are 
seized by virtue of the attachment, besides the notice required by 
section four hundred and forty-six aforesaid; and the undivided 
interest of the defendant in a partnership business shall be levied 
on by a similar service on the defendant’s partner or partners. 

The garnishee, in any case in which the property or credits attached 
or sought to be attached is held by him in the name of or for the 
account of another than the defendant, shall retain such property or 
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credits during the period pending determination by the court of the 
propriety of the attachment or the rightful owner of such property 
or credits, and, during such period, shall incur no liability whatsoever 
for such retention. 

(b) (1) Where an attachment is levied upon wages, salary, or com- 
missions due a judgment debtor from the employer-garnishee, such attach- 
ment shall become a lien and a continuing levy upon the gross wages, 
salary, or commissions due or to become due to the judgment debtor for 
the amount specified in the attachment, to the extent of ten per centum 
of the gross wages, salary, or commissions for each pay period. Such 
levy shall be a continuing levy until the judgment, interest, and costs 
thereof are fully satisfied and paid. Only one attachment upon the wages, 
salary, or commissions of a judgment debtor shall be satisfied at one time. 
Where more than one attachment is issued upon the wages, salary, or 
commissions of the same judgment debtor and served upon the same 
employer-garnishee, they shall be satisfied in the order of priority set forth 
in section 452 of this Aet. 

(2) It shall be the duty of any employer upon whom an attachment is 
served, and who at such time is + debted to an employee who is the judg- 
ment debtor named in such attachment for wages, salary, or commissions, 
or who becomes so indebted to such gudgment debtor in the future and 
while such attachment remains a lien upon such indebtedness, to pay over 
to the judgment creditor, or his legal representative, once each calendar 
month, that percentage of the gross es, salary, or commissions payable 
to the gudgment debtor during such lade month to which the judgment 
creditor is entitled under the terms of this subsection until such attachment 
is wholly oe Any payments so made by an employer-garnishee 
hereunder shall be a discharge of the liability of the employer to the em- 
ployee-judgment debtor to the extent of such payments. 

(3) If the employer-garnishee willfully fails to pay to the judgment 
creditor the percentage prescribed in this subsection, judgment shall be 
entered against him for the whole amount of the judgment creditor’s 
judgment, and costs, and execution shall be had thereon, except that in no 
event shall judgment be entered against the employer-garnisheee in an 
amount greater than the gross wages, salary, or commissions that became 
payable to the employee-judgment debtor for the pay period or periods 
with respect to which the employer-garnishee willfully failed to pay to 
the judgment creditor the percentage prescribed in this subsection. 

(4) If a judgment debtor resigns or is dismissed from his employment 
while an attachment upon his wages, salary, or commissions is wholly 
or partly unsatisfied, and he is subsequently reinstated or reemployed 
by the same employer, such attachment shall lapse and no further deduction 
shall be made thereon unless such reinstatement or reemployment occurs 
within ninety days after such resignation or dismissal. 

(5) Wages, salary, and commissions payable to an employee-judg- 
ment debtor shall include any compensation measured partly or wholly 
by percentages or share of profits or by other sums based upon work done 
or results produced whether or not the employee-judgment debtor is given 
a drawing account; and, for the purposes of this subsection, such com- 
pensation and any such drawing account shall be deemed to be wages. 

[(b)] (c) It shall be unlawful for any employer to pay salary or 

wages ] earnings to an employee in advance of the time the same shall 
be due and payable, for the purpose of avoiding or preventing an 
attachment or garnishment against the earnings or salary of such 
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employee, and such advance payment, as to the attaching creditor, 
shall be void: Provided, That after the service of one writ of attach- 
ment or garnishment on a judgment against an employer, any pay- 
ment of salary or earnings thereafter before the time when said salary 
or earnings are due and payable, made within a period of six months 
after the date of service of said writ or before the earliest satisfaction 
of such judgment, whichever is the earlier, shall as to such attachin 
creditor be presumed to be in violation of this subsection and sha 
cast upon the said employer the burden of proving that such advance 
payment or payments were not for the purpose of avoiding the attach- 
ment of such salary or earnings. 


District or CoLtumsBia Cope 15-304 (31 Start. 1360, 68 Start. 1043) 


(a) In all cases of attachment the plaintiff may exhibit interroga- 
tories in writing, in such form as may be allowed by the rules or 
special order of the court, to be served upon any garnishee concerning 
any property of the defendant in his possession or charge or any 
indebtedness of his to the defendant at the time of the service of the 
attachment or between the time of such service and the filing of his 
answers to said interrogatories; and the garnishee shall file his answers 
verified by a written declaration that such answers are made under 
the penalties of perjury, to such interrogatories within ten days after 
service of the same upon him. In addition to the answers to written 
interrogatories required of him, the garnishee may, on motion, be 
required to appear in court and be examined orally, under oath, 
touching any property or credits of the defendant in his hands. 

(b) Only one attachment upon goods, chattels, and credits of a 
judgment debtor shall be satisfied at one time. Where more than 
one such attachment issued against the same judgment debtor has 
been served on any garnishee such attachments shall be satisfied in 
the order in which they were served upon the garnishee. This. swb- 
section shall not apply with respect to an attachment upon the wages, 
salary, or commissions of an employee-judgment debtor in which sub- 
section (b) of section 446 of this Act applies. 

(ec) Every person who willfully makes and subscribes any return, 
statement, or other document, pursuant to this section, which con- 
tains or is verified by a written declaration that it is made under the 
penalties of perjury, and which he does not believe to be true and 
correct as to every material matter shall be subject to the penalties 
prescribed for perjury. 


District or CotumBia Cope 15-312 (31 Srar. 1361) 


[If] Subject to the provisions of subsection (b) of section 456 of this 
Act, if a garnishee shall have admitted credits in his hands, in answer 
to interrogatories served upon him, or the same shall have been found 
upon an issue made as aforesaid, judgment shall be entered against 
him for the amount of credits admitted or found as aforesaid, not 
exceeding the amount of the plaintiff’s judgment, and costs, and 
execution shall be bad thereon not to exceed the credits in his hands; 
but if said credits shall not be immediately due and payable, execution 
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shall be stayed until the same shall become due; and if the garnishee 
shall have failed to answer the interrogatories served on him, or to 
appear and show cause why a judgment of condemnation should net 
be entered, such judgment shall be entered against him for the whole 
amount of the plaintiff’s judgment and costs, and execution shall be 
had thereon. 


District or Cotumpra Cope 15-403 (31 Start. 1363, 58 Srar. 818, 
66 Strat. 59) 


(a) The [earnings, salary] earnings (other than wages, salary, and 
commissions) insurance, annuities, or pension or retirement payments, 
not otherwise exempted, not to exceed $200 each month, of any per- 
son residing in the District of Columbia, or of any person who earns 
the major portions of his or her livelihood in the District of Columbia, 
regardless of place of residence, who provides the principal support 
of a family, for two months next preceding the issuing of any writ or 
process against him, from any court or officer of and in said District 
shall be exempt from attachment, levy, seizure, or sale upon such 
process, and the same shall not be seized, levied on, taken, reached, 
or sold by attachment, execution, or any other process or proceedings 
of any court, judge, or other officer of and in said District: Provided, 
however, That where husband and wife are living together, the. aggre- 
gate of the earnings, [salaries,] insurance, annuities, and pension or 
retirement payments of the husband and wife shall be the amount 
which shall be determinative of the exemption of either in cases arising 
ex contractu. 


(b) The [earnings, salary] earnings (other than wages, salary, and 
commissions), insurance, annuities, or pension or retirement payments, 
not otherwise exempted, not to exceed $60 each month for two months 
preceding the date of attachment of all persons residing in the District 
of Columbia, or of persons who earn the major portions of their 
livelihood in the District of Columbia, os of place of residence, 


who do not provide for the support of a family, shall be entitled 
to like exemption from attachment, levy, seizure, or sale. All wearing 
apparel belonging to such persons, not exceeding $300 in value, and 
mechanic’s tools not inulin $200 in value, shall also be exempt. 

(c) A notice of claim of exemption, or motion to quash attachment 
or other process against exempt property or money, may be filed in 
the office of the clerk of the court either by the debtor, his spouse, or 
a garnishee, and thereupon the court, after due notice, shall promptly 
act upon the notice, motion, or other claim of exemption. 


O 
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Mr. SetpEen, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. R. 13760} 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 13760) to provide for the denial of passports to persons know- 
ingly engaged in activities intended to further the international Com- 
munist movement, having considered the same, unanimously report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments, as they appear in the reported bill, are as follows: 

(1) On page 2, line 8, following the semicolon, insert 


that travel by couriers and agents is a major and essential 
means by which the international Communist movement is 
promoted and directed; 


(2) On page 2, line 19, strike out “‘(b)’’. 
_ (3) On page 2 strike out line 22 and all that follows down through 
line 16 on page 3, and insert in lieu thereof the following: 


“Src. 6. The Secretary of State is authorized to deny a 
passport to any person who is a member or former member 
of, or affilated with, the Communist Party, or who know- 
ingly engages or has engaged, since 1948, in activities in- 
tended to further the international Communist movement, 
as to who it is determined that his or her activities or 
presence abroad would under the findings made in section 5 
be harmful to the security of the United States. 


(4) On page 4, strike out lines 9 through 12 and insert in lieu there- 
of the following: 


“Sec. 8. No application for a passport may be denied 
under section 6 of this Act except after opportunity for a 
hearing. A denial of a passport pursuant to section 6 of this 
Act shall be subject to judicial review in the district courts 
of the United States.” 
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DENIAL OF PASSPORTS 


PURPOSE OF THE LEGISLATION 


The purpose of the legislation is to protect the security of the 
United States by authorizing the Secretary of State to deny passports 
to persons who are members of the Communist Party or affiliates of 
the Communist Party and to persons who, since 1948, have knowingly 
_ engaged in activities intended to further the international Communist 
movement, provided that it is shown that their activities or presence 
abroad would be harmful to the United States under the congressional 
findings of fact contained in section 5. Section 5 finds that the inter- 
national Communist movement is dedicated to the ultimate domina- 
tion of the United States; that it is a clear, present, and continuing 
danger to the United States; and that, in view of its use of passports 
as a means to promote the conspiracy, the issuance of passports to 
supporters of the international Communist movement should be 
denied. 

BACKGROUND 


The basic passport legislation is the act of July 3, 1926 (44 Stat. 
887, 22 U.S. C. 21la, 217a, 214a). Pursuant to that authority, the 
Secretary of State issued regulations providing for the denial of pass- 
ports to certain individuals, including supporters of the international 
Communist movement. On June 16, 1958, however, the Supreme 
Court decided in the cases of Kent v. Dulles (docket 481), and Dayton 
v. Dulles (docket 621), that there is not at the present time any 
legislation in effect which authorizes the Secretary of State to deny 
passports to Communists or Communist supporters. As a conse- 
quence of these decisions, it is apparent that additional legislation is 
necessary in order to authorize the Secretary of State to deny pass- 
ports to persons knowingly engaged in activities intended to further 
the international Communist movement. 

On July 7, 1958, the President of the United States sent a message 
to the Congress as follows: 

To the Congress of the United States: 

Since the earliest days of our Republic, the Secretary of State has 
had the authority to issue or deny passports. Historically this au- 
thority stems from the Secretary’s basic responsibilities as the princi- 
pal officer of the President concerned with the conduct of foreign rela- 
tions. Congress has over a period of years given the Secretary of State 
certain additional statutory authority in the field. 

In recent years the Secretary of State has based his limitation of 
passports on two general grounds. The first of these has been that 
an applicant’s travel, usually to a specific country or countries, was 
inimical to United States foreign relations. The second of the general 
grounds of denial has been that the applicant is a member of the 
Communist Party; is under Communist Party discipline, domina- 
tion, or control, or that the applicant is traveling abroad to assist 
knowingly the international Communist movement. 

Recently the Supreme Court limited this power to deny passports 
under existing law. It is essential that the Government today have 
power to deny passports where their possession would seriously 
impair the conduct of the foreign relations of the United States or 
would be inimical to the security of the United States. 
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Moreover, the Secretary should have clear statutory authority to 
prevent Americans from using passports for travel to areas where 
there is no means of protecting them, or where their presence would 
conflict with our foreign policy objectives or be inimical to the security 
of the United States. Such grounds for restricting or denying pass- 
ports may or may not have any connection with the international 
Communist movement. They are, however, essential for the orderly 
conduct of our foreign relations and basic to the maintenance of our 
own national security. 

In exercising these necessary limitations on the issuance of passports, 
the executive branch is greatly concerned with seeing to it that the 
inherent rights of American citizens are preserved. Any limitations 
on the right to travel can only be tolerated in terms of overriding 
requirements of our national security, and must be subject to sub- 
stantive and procedural guaranties. 

The Secretary of State will submit to the Congress a proposed 
draft of legislation to carry out these recommendations. 

I wish to emphasize the urgency of the legislation I have recom- 
mended. Each day and week that passes without it exposes us to 
great danger. I hope the Congress will move promptly toward its 
enactment. 

Dwicut D. E1spenHower. 

Tue Waite House, July 7, 1958. 


On July 8, 1958, the administration submitted a draft bill on pass- 
port legislation involving a number of passport problems. It did not 
receive favorable action because of its broad implications and because 
of dissatisfaction with certain of its provisions. On July 17, 1958, 
the committee held hearings to determine the necessity for immediate 
congressional action. Further hearings were held on August 14, 15, 
and 18, 1958, at which time Representatives James Roosevelt (Cali- 
fornia), Stewart Udall (Arizona), Emanuel Celler (New York), Kenneth 
B. Keating (New York), and John Dingell (Michigan) presented 
testimony. Also the following witnesses were heard from the Depart- 
ment of State: Hon. Loftus E. Becker, Legal Adviser, Department of 
State, and Hon. Roderic L. O’Connor, Administrator, Bureau of 
Security and Consular Affairs, Department of State. The committee 
met in executive sessions on August 18 and on August 19 and unani- 
mously ordered H. R. 13760 favorably reported, with amendments. 


NECESSITY FOR THE LEGISLATION 


The United States is currently engaged in a cold war with Soviet 
Russia and the Communist bloc. 

The Communist world poses a major threat to the United States on 
all fronts—economic, military, and political. One of its principal 
methods of operation is the use of subversion and covert activities. 
One of the necessary means for carrying out its program of subversion 
and conspiracy is travel by its agents and its couriers. Furthermore, 
it has frequently occurred that American citizens owing allegiance to 
the international Communist movement have done irreparable damage 
to the security of the United States by stirring up unrest abroad, by 
presenting the United States in a false and fraudulent light, and by 
promoting activities detrimental to the interests of the United States. 
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The Kent case held that without legislative authority to deny 
passports to supporters of the Communist movement the Secretary 
of State was not authorized to require a statement of Communist 
affiliation in passport applications. Prior to that decision the require- 
ment that applicants so state their support of the Communist move- 
ment had deterred many Communist supporters from making passport 
applications. Now, however, that this requirement has been invali- 
dated, the applications are pouring in, 

In view of these facts, the committee is of the opinion that immediate 
action is necessary on passport legislation in order to plug the dike 
and prevent damage to the United States arising from travel by 
Communist agents and supporters. 

The committee had before it 10 bills concerning passports: H. R. 
12983 by Mr. Hillings, H. R. 13005 by Mr. Collier, H. R. 13318 by 
Mr. Keating, H. R. 13652 by Mr. Celler, H. R. 13699 by Mr. Vorys, 
H. R. 13700 by Mr. Selden, H. R. 13760 by Mr. Selden, H. R. 13761 
by Mr. Vorys, H. R. 13769 by Mr. Curtis, and H. R. 13788 by Mr. 
Hays of Ohio. These bills represented a variety of approaches to 
the problem of passports. They reflected varying philosophies as to 
the extent of the discretionary authority to be granted to the Secre- 
tary of State and as to the details of the procedural safeguards to be 
accorded to passport applicants. The committee reported out H. R. 
13760, but prior to this action gave the questions of burden of proof, 
administrative hearings, and judicial review the most searching analy- 
sis. The committee amendments result from this study and analy sis. 

The committee bill is not as extensive as the original executive 
branch approach. It merely grants to the Secretary of State the 
authority to deny passports to certain classes of individuals where it 
can be shown that their activities or presence abroad would be harmful 
to the security of the United States. 


PROTECTION OF INDIVIDUAL RIGHTS 


This bill is so drafted as to grant maximum protection to the rights 
of individuals while at the same time providing for the security of 
the United States. 

The bill provides that no application for a passport may be denied 
except after opportunity for a hearing. The Department of State 
has made the following statement with respect to existing hearing 
procedure: 


Under existing procedures adapted to court decisions in 
this area the Secretary of State makes written findings of 
fact, based on an evaluation of the information available to 
him and responsive to the regulations. The applicant is fur- 
nished with the substance of the confidential information, 
if any, to the full extent possible without prejudice to the 
internal security or foreign relations of the United States. 
The Secretary’s findings further state the extent to which 
reliance is placed on confidential information the sources 
and details of which cannot be revealed and explain the rea- 
sons with as much particularity as possible why he cannot 
do so. 


ee 
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The Secretary of State should be very circumspect and cautious in 
his conduct in concluding that an American citizen should be deprived 
of a passport. It must be remembered that with American citizenship 
goes the right to travel and before that right under our laws is cireum- 
scribed, very substantial grounds therefor must exist. 

Specific provision is made in section 8 for review in the district 
courts of the United States. Previously, applicants whose passports 
had been denied came into court either on the grounds that they had 
been denied due process or under the Declaratory Judgment Act. 

This bill does not in any way diminish the privilege of going to court. 
Rather, it makes spec ific provision for review and further specifies 
that the review shall be in the district courts of the United States. 
This would mean that review can be had in any court where service, 
constructive or otherwise, can be secured on the Secretary of State. 

With respect to evidentiary matters, the Secretary must first deter- 
mine that the individual is within the class which can and should be 
denied passports. The individual may then go forward and present 
evidence in rebuttal. Consequently, the initial burden of proof is on 
the Secretary of State. 


ANALYSIS OF THE BILL 


The bill is in the form of an amendment to the act of July 3, 1926 
(44 Stat. 887). It adds four new sections to that statute which is the 
basic passport law. 

Section 5, congressional findings of fact 

The new section 5 to the passport statute constitutes a congres- 
sional finding of fact with respect to the harm arising from the misuse 
of United States passports by Communists and supporters of the 
Communist movement. It reiterates congressional findings to the 
effect that among the aims of the international Communist movement 
are the thwarting of United States policy, the influencing of foreign 
governments and peoples against the United States, and the weaken- 
ing of the United States with the end in view of ultimately bringing 
the United States under Communist domination. It further finds 
that the activities of the international Communist movement are a 
clear, present, and continuing danger to the security of the United 
States. It is a categorical restatement by the Congress of the threat 
to the security of this country arising from the activities of the Com- 
munists. 

This section states that the Congress finds that travel by couriers 
and agents of the Communist Party is one of the principal instru- 

mentalities by which the international Communist movement is pro- 
moted and directed. The use of United States passports by these 
agents permits them to cross international boundaries under the guise 
of United States protection. They carry the orders and directives 
of the international Communist movement’s agents and promoters 
Frequently these orders and directives are carried by word of mouth. 
In this way detection is avoided and nothing is committed to paper. 

Section 5 also reiterates the purpose of a passport; that is, a passport 
requests a country not only to permit the holder to pass freely and 
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safely, but also to give all lawful aid and protection to the holder. 
In this connection, the Supreme Court in the Kent case said: 


In part, of course, the issuance of the passport carried 
some implication of intention to extend the bearer diplo- 
matic protection, though it does no more than “request all 
whom it may concern to permit safely and freely to pass, 
and in case of need to give all lawful aid and protection” 
to this citizen of the United States. But that function of 
the passport is subordinate. Its crucial function today is 
control over exit. And, as we have seen, the right of exit 
is a personal right inc luded within the world “liberty” as used 
in the fifth amendment. If that “liberty” is to be regulated 
it must be pursuant to the lawmaking functions of the Con- 
gress. Youngstown Sheet and Tube Co. v. Sawyer, supra. 
and if that power is delegated, the standards must be ade- 
quate to pass scrutiny by the accepted test. See Panama 
Refining Co. v. Regan (293 U.S. 388, 420-430). Cf. Cantwell 
v. Connecticut (310 U. S. 296, 307), Niemotko v. Maryland 
(340 U. S. 268, 271). Where activities or enjoyment, 
natural and often necessary to the well-being of an American 
citizen, such as travel, are involved, we will construe narrowly 
all delegated powers that curtail or dilute them. See Ex 
Parte Endo (323 U.S. 283, 301-302). Cf. Hannegan v. Esquire 
(327 U.S. 146, 156), United States v. Rumely (345 U.S 
46). We hesitate to find in this broad generalized power 
an authority to trench so heavily on the rights of the citizen. 


A passport in this way facilitates the travel of the holder to and in 
foreign countries. W ithout a passport the travel of any individual is 
drastically circumscribed and limited. Section 5 further points to the 
history of the misuse of United States passports by Communists and 
their supporters in order to further the Communist movement. The 
committee was told of operations in Europe where passports are 
altered for use by other than the rightful holders. In view of this 
history, the Congress finds that the issuance of passports to members, 
affiliates, and supporters of the Communist Party and to persons who 
knowingly have engaged, since 1948, in activities intended to further 
the international Communist movement is harmful to the United 
States when it is determined that their activities abroad would be 
harmful to the security of the United States. The date of 1948 was 
chosen because that is the year when Czechoslovakia was taken over 
by the Communists and both the aggressive and the conspiratorial 
nature of communism became clear to the world. From that time on, 
no one could claim ignorance of the real nature of international 
communism. 


Section 6, denial of passports 

Section 6 authorizes the Secretary of State to deny a passport to 
any person who is, or has been, a member of, or affiliated with, the 
Communist Party, or who has knowingly engaged, since 1948, in 
activities intended to further the international Communist movement 
when it is determined that the activities of such persons abroad would 
be harmful to the security of the United States. This finding as to 
the injury done to the security of the United States must be made 
with reference to the congressional findings of fact contained in 
section 5. 
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The requirement that the person’s activities or presence abroad 
must be harmful to the security of the United States applies not only 
to members and affiliates of the Communist Party but also to those 
who, since 1948, have engaged in activities intended to further the 
international Communist movement. 

It should be pointed out that in order to deny a passport under 
this law to a person who has never been a member of affiliate of the 
Communist Party, the Secretary must find that the ere knowingly 
engaged in activities in support of the international Communist move- 
ment and, furthermore, that the person intended that these activities 
should further the Communist cause. Also, the Secretary must de- 
termine that the person’s activities or presence abroad would be 
harmful to our security. 


Section 7, affidavits of membership, affiliation, or support 

Pursuant to section 7, the Secretary of State may require, as a 
prerequisite to the issuance of a passport, the signing under oath of a 
statement as to whether the applicant is presently or has been, since 
1948, a member of the Communist Party or a supporter of the inter- 
national Communist movement. Further, the Secretary of State 
may require the individual to state the circumstances of his member- 
ship or to state his activities in support of the international Communist 
movement. 

The decision in Kent v. Dulles held that the Secretary was precluded 
from asking such questions because the law curtailing the movement 
of Communists across our borders was not yet effective, and the court 
questioned the power of Congress to withhold passports from citizens 
because of their beliefs or associations. This bill is intended to give 
the Secretary of State explicit authority to ask these questions to 
determine, not the person’s beliefs or associations, but as evidence 
of the person’s activities, to be considered in making the further 
determinations required by the bill. 

Section 8, protection of the rights of the individual 

Under section 8 no passport may be denied unless and until an 
opportunity for a hearing has been granted. Furthermore, section 8 
provides for judicial review in the district courts of the United States. 
These provisions are intended to insure that the individual shall have a 
fair hearing prior to denial of a passport, and the denial shall be subject 
to the safeguard that the hearing and denial shall be reviewed in the 
courts. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or Juty 3, 1926 
(44 Stat. 887) 
AN ACT To regulate the issue and validity of passports, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of State 
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may grant and issue passports, and cause passports to be granted, 
issued, and verified in foreign countries by diplomatic representatives 
of the United States, and by such consul generals, consuls, or vice 
consuls when in charge, as the Secretary of State may designate, and 
by the chief or other executive officer of the insular possessions of the 
United States, under such rules as the President shall designate and 
prescribe for and on behalf of the United States, and no other person 
shall grant, issue, or verify such passports. 

Sec. 2. That the validity of a passport or passport visa shall be 
limited to a period of two years: Provided, That a passport may be 
renewed under regulations prescribed by the Secretary of State for a 
period, not to exceed two years, upon payment of a fee of $5 for such 
renewal, but the final date of expiration shall not be more than four 
years from the original date of issue: Provided further, That the 
Secretary of State may limit the validity of a passport, passport visa, 
or the period of renewal of a passport to less than two years: Provided 
further, That the charge for the issue of an original passport shall be $9. 

Suc. 3. That whenever a fee is erroneously charged and paid for 
the issue of a passport to a person who is exempted from the payment 
of such a fee by section 1 of ‘An Act making appropriations for the 
Diplomatic and Consular Service for the fiscal year ending June 30, 
1921,” approved June 4, 1920 (Forty-first Statutes, page 750), the 
Department of State is hereby authorized to refund to the person who 
paid such fee the amount thereof, and the money for that purpose is 
hereby authorized to be appropriated. 

Sec. 4. That section 4075 of the Revised Statutes of the United 
States as amended by the Act of June 14, 1902 (Thirty-second Stat- 
utes, p. 386), and section 3 of ““An Act making appropriations for the 
Diplomatic and Consular Service for the fiscal year ending June 30, 
1921,” approved June 4, 1920 (Forty-first Statutes, p. 750), except as 
hereinbefore provided are hereby repealed. 

Src. 5. The Congress finds that the international Communist movement 
of which the Communist Party of the United States of America is an 
entegral part, seeks everywhere to thwart United States policy, to influence 
foreign governments and peoples against the United States, and by every 
means, including force and violence, to weaken the United States and 
ultimately to bring it under Communist domination; that the activities of 
the international Communist movement constitute a clear, present, and 
continuing danger to the security of the United States; that a United 
States passport requests other countries not only to permit the holder to 
pass freely and safely, but also to give all lawful aid and protection to 
the holder, and thereby facilitates the travel of such holder to and in 
foreign countries; and that in view of the history of the use of United 
States passports by supporters of the wnternational Communist movement 
to further the purposes of that movement, the issuance of passports to any 
person described in section 6 (b) is harmful to the security of the United 
States and therefore passports should be denied to such persons. 

Sze. 6. (a) The Secretary of State is authorized to deny passports to 
persons as to whom it is determined upon reasonable grounds that their 
activities or presence abroad or their possession of a passport would under 
the findings made in section 5 be harmful to the security of the United 
States. 

(b) In determining whether a person is within subsection (a) of this 
section the Secretary shall take into account the findings in section 5 and 
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shall consider as material, among other matters, whether the applicant is 
a person who, whether or not a member or former member of, or affiliated 
unth, the Communist Party, knowingly engages or has engaged, since 
1948, in activities intended to further the international Communist move- 
ment, 

(c) If the information is such as to warrant the conclusion that a per- 
son is within subsection (b) of this section, such person shall nevertheless 
have the right to establish by clear and convincing evidence that his activi- 
ties or presence abroad or possession of a passport would not be harmful 
to the security of the United States. 

Sec. 7. The Secretary of State may require, as a prerequisite to the 
issuance of a passport, that the applicant subscribe to and submit a 
written statement duly verified by his oath or affirmation whether he is 
presently, or has been since 1948 a member of the Communist Party or 
a supporter of the international Communist movement, and to state the 
circumstances of any such membership or to state his activities in support 
of the international Communist movement. 

Szc. 8. The District Court of the United States for the District of 
Columbia shall have jurisdiction to review any final determination of the 
Secretary of State under section 6 (a) of this Aet. 








SUPPLEMENTAL VIEWS 


We feel that because the deprivation of the right to a passport leaves 
an inference of disloyalty to our Government great care must be taken 
in handling these matters. We feel that the right of cross-examination 
and confrontation should be had at all hearings on the denial of pass- 
ports unless the divulgence of the information or the disclosure of the 
identity of the informant would in fact constitute a concrete and 
demonstrable danger to the security of the United States. 

LEONARD FARBSTEIN. 
Epna F. Ketty. 
Wayne L. Hays. 


10 





ADDITIONAL SUPPLEMENTAL VIEWS 


In refraining from signing the report, which I have had brief time 
to examine, I am not necessarily taking issue with my colleagues on 
the committee. It is merely that I wish in my own language to 
state my position. 

I would not place in the hands of any person provenly party to an 
international Communist conspiracy an American passport to facili- 
tate the workings of his nefarious designs. In this I think the com- 
mittee is in unanimous agreement. 

Nor would I place in the hands of any individual the arbitrary 
power to determine who should or who should not be granted pass- 
ports. In this also I think the committee is in unanimous agreement. 

The tests of the bill are (1) whether it meets the desired objective 
of keeping passports from proven parties to an international Com- 
munist conspiracy, (2) whether at the same time it protects loyal 
Americans from injustices that can result when charges emanate 
from undisclosed sources and full opportunity for answering is not 
accorded, and (3) whether the language of the bill raises a constitu- 
tional question. 

The committee wrote in the provision that prior to the denial of 
the passport the applicant must be accorded the opportunity of a 
hearing and the denial of a passport is subject to judicial review. 

The language is not as definite as I would like it. The word 
“hearing,” undefined, might cover a proceeding wherein the appli- 
cant is called in, informed of accusations or suspicions without dis- 
closure of the identity of those from whom they came or opportunity 
to defend in the sense recognized in American courts of justice. I 
would like, too, to have had the matter of judicial review expressly 
stated to include all matters of relevancy, both in fact and in law. 


Barratr O'Hara. 


11 
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LAND CONVEYANCE TO SUMTER COUNTY, FLA. 


Aveusr 21, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Coo.try, from the Committee on Agriculture, submitted GRY, Y 
following AN 


SEP : 1953 


MAIN 
ING ROOM 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 10614) to provide for the conveyance of certain real property 
in the State of Florida to Sumter County, Fla., having considered 


the same, report favorably thereon with amendments and recommend 
that the bill do pass. 


The amendments are as follows: 

Page 1, lines 2 and 3, strike out “without consideration therefor,” 
and insert “‘upon payment to the United States of the appraised 
market value therefor,” 


Page 1, beginning on line 6, strike out all of the sentence beginning 
“Such real property” through line 2, on page 2. 


REPORT 


[To accompany H. R. 10614] READ 


PURPOSE 


The purpose of this bill is to authorize and direct the Secretary of 
Agriculture to convey to Sumter County, Fla., some 3,000 acres of 
land which is part of the Withlacoochee land utilization project in 
northern Florida. Under the committee amendment, the conveyance 


would be made upon payment by the county of the full appraised 
market value of the land. 


NEED FOR THE LEGISLATION 


The county desires to obtain this land so that it can be conveyed 
to the State of Florida as the site of a prison farm. 
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COST 


There would be no cost to the United States as the result of enact- 
ment of this bill. On the contrary, it is assumed that the Govern- 
ment would realize a net profit from the conveyance somewhat larger 
than if the land is conveyed to the State of Florida under other 
negotiations now in progress. 


DEPARTMENTAL POSITION 


The Department of Agriculture reported adversely on this bill as 
introduced, basing its objection primarily upon the fact that the bill 
authorized transfer of the land to the county without consideration, 
whereas the Department of Agriculture now has in process negotia~ 
tions with the State of Florida to sell the land here involved and other 
land in the Withlacoochee project to the State for establishment of a 
forest and game reserve. The Department’s letter is set out at the 
end of this report. 

COMMITTEE AMENDMENTS 


The committee has amended the bill by providing that the convey- 
ance to Sumter County shall be made only after payment to the 
United States by the county of the appraised market value of the lands 
involved. In view of this requirement for full payment on the part of 
the county, the committee has also eliminated from the bill conditions 
attached to the transfer which would have been appropriate had the 
land been donated to the county. 

Since the opposition of the Department to the bill in its original 
form was based upon the conveyance of the land without considera- 
tion, the committee assumes that its amendment has met the Depart- 
ment’s objection. 

DEPARTMENT REPORT 


DsPARTMENT OF AGRICULTURE, 
Washington, D. C., April 16, 1958. 
Hon. Harotp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Coo.ey: This is in reply to your request of 
February 19, 1958, for a report on H. R. 10614, a bill to provide for 
the conveyance of certain real property in the State of Florida to 
Sumter County, Fla. 

We recommend that this bill not be enacted. 

H. R. 10614 would direct the Secretary of Agriculture to convey, 
without consideration, certain lands of the United States located in 
Sumter County, Fla., to that county upon the condition that the 
county would then convey the property to the State of Florida for use 
as a branch of the State prison. 

The lands described in the bill are a part of the Withlacoochee land 
utilization project administered pursuant to title III of the Bankhead- 
Jones Farm Tenant Act. Except when continued Federal ownership 
of title LII lands is desired, the Department of Agriculture has estab- 
lished the policy of disposing of these lands through sales to statewide 
agencies under certain conditions. One of these conditions is that the 
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State certify its intention of managing the land resources on a perma- 
nent long-range basis. The Department does not favor donation of 
such lands except in those instances where in 1954 the lands were 
either under long-term lease to public agencies or were being devoted 
to research. Neither of these conditions exist as to the lands covered 
by the proposed bill. 

At the request of the Governor’s office, the entire Withlacoochee 
land utilization project, including the lands described in H. R. 10614, 
has been appraised and offered for sale to the Florida Board of For- 
estry. The board has accepted the established purchase price, and 
final negotiation pointing to the consummation of the sale is in 

rogress at this time. In view of the arrangements that the Florida 

oard of Forestry has made to acquire this property and manage the 
resources on a permanent basis we believe that the sale should be 
consummated. 

The Bureau of the Budget advises that there.is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morsp, Acting Secretary. 


O 
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85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2686 


SUPPLEMENTAL APPROPRIATION BILL, 1959 


AvuaustT 21, 1958.—Ordered to be printed 


UNI. ERS, 
Mr. Cannon, from the committee of conference, submittQFtMCHIc 


iy 
AN 
following SEP 9 1953 


CONFERENCE REPORT MAIN 
READING ROOM 


a 


[To accompany H. R. 13450] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate numbered 36 and the 
amendment of the House thereto, and numbered 114 to the bill 
(H. R. 13450) making supplemental appropriations for the fiscal year 
ending June 30, 1959, and for other purposes, having met, after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 


Amendment numbered 114: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 114, and agree to the same with an amendment 
as follows: 

In lieu of the sum named in said amendment insert $2,500,000; 
and the Senate agree to the same. 

The committee of conference report in disagreement amendment 
numbered 36. 

CLARENCE” CANNON, 
JoHN J. Roongy, 
J. VAUGHAN Gary, 
JOHN TABER, 
GERALD R. Forp, Jr. 
Frank T. Bow, 
Managers on the Part of the House. 


Cart HaypEn, 

Dennis CHAVEZ, 

ALLEN J. ELLENDER, 

Ciinton P. ANDERSON, 

StyLes BrIpDGEs, 

LEVERETT SALTONSTALL, 

Mitton R. Youna, 

WiiuraMm F. KNow.anp, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the further conference on 
the disagreeing votes of the two Houses on certain amendments of the 
Senate to the bill (H. R. 13450) making supplemental appropriations 
for the fiscal year ending June 30, 1959, and for other purposes, submit 
the following statement in explanation of the effect of the action 
agreed upon and recommended in the accompanying conference as to 
each of such amendments, namely: 


CHAPTER VII 
INDEPENDENT OFFICES 
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
Amendment No. 36: Reported in disagreement. 
CHAPTER XIII 
UNITED STATES INFORMATION AGENCY 


PAYMENT TO INFORMATIONAL MEDIA GUARANTY FUND 


Amendment No. 114: Appropriates $2,500,000 instead of $5,000,000 
as proposed by the Senate. 


CLARENCE CANNON, 
JOHN J. Rooney, 
J. VAUGHAN Gary, 
JOHN TABER, 
GERALD R. Forp, Jr., 
Frank T. Bow, 
Managers on the Part of the House. 


O 
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SUSPENSION OF EMPLOYMENT OF CIVILIAN PERSONNEL 
OF THE FEDERAL GOVERNMENT 


Aveust 21, 1958.—Ordered to be printed 


Mr. Murray, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany 8. 1411] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 1411) to amend 
the act of August 26, 1950, relating to the suspension of employment 


of civilian personnel of the United States in the interest of national 
security, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 
That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 
In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That the Act of August 26, 1950 (64 Stat. 
476), 1s hereby amended to read as follows: “That, notwithstanding the 
provisions of section 6 of the Act of August 24, 1912 (37 Stat. 555), as 
amended (5 U. S. C. 652), or the provisions of any other law, the head 
of any department or agency of the United States Government may, in 
his absolute discretion and when deemed necessary in the interest of 
national security, suspend, without pay, any civilian officer or employee 
of the Government. To the extent that such agency head determines that 
the interests of the national safety and security permit, the employee con- 
cerned shail be notified of the reasons for his suspension and within 
thirty days after such notification any such person shall have an oppor- 
tunity to submit any statements or affidavits to the official designated by 
the head of the agency concerned to show why he should be reinstated or 
restored to duty. The agency head concerned may, following such inves- 
tigation and renew as he deems necessary, terminate the employment of 
such suspended civilian officer or employee whenever he shall determine 
such termination necessary or advisable in the interest of the national 
security of the United States: Provided, That any employee having a 
permanent or indefinite appointment, and having completed his proba- 
20006 
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tionary or trial period, who is a citizen of the United States whose em- 
ployment is suspended under the authority of this Act, shall be given 
after his suspension and before his employment is terminated under the 
authority of this Act, (1) a written statement within thirty days after 
his suspension of the charges against him, which shall be subject to 
amendment within thirty days thereafter and which shall be stated as 
specifically as security considerations permit; (2) an opportunity within 
thirty days thereafter (plus an additional thirty days if the charges are 
amended) to answer such charges and to submit affidavits; (3) a hearing, 
at the employee’s request, by a duly constituted agency authority for this 
purpose; (4) a review of his case by the agency head, or some official 
designated by him, before a decision adverse to the employee is made 
final; and (5) a written statement of the decision of the agency head: 
Provided further, That any person whose employment is so suspended or 
terminated under the authority of this Act may, in the discretion of the 
agency head concerned, be reinstated or restored to duty, and if reinstated 
or restored, by action of the agency head under this proviso or pursuant 
to determination and decision of the Civil Service Commission under 
section 4, shall be allowed compensation for all or any part of the period 
of such suspension or termination in an amount not to exceed the differ- 
ence between the amount such person would normally have earned during 
the period of such suspension or termination, at the rate he was receiving 
on the date of suspension or termination, as appropriate, and the interim 
net earnings of such person: Provided further, That nothing contained 
in this Act shall be deemed to require the suspension of any civilian 
officer or employee prior to hearing or termination: Provided further, 
That to the extent consistent with the interest of the national security in 
the light of the facts and circumstances of the particular case, the depart- 
ment or agency head concerned shall utilize, in lieu of other provisions 
of this Act or any Executive order issued under this Act, the provisions 
of section 6 of the Act of August 24, 1912 (Public Law 6238, Eighty- 
third Congress), and section 14 of the Veterans’ Preference Act of 1944 
in connection with the suspension or termination of employment of any 
civilian officer or employee. 

“Src. 2. Nothing contained in this Act shall impair the powers 
vested in the Atomic Enerqy Commission by the Atomic Energy Act of 
1954 or the requirements of section 161 of such Act that adequate provision 
be made for administrative review of any determination to dismiss any 
employee of such Commission. 

“Szc. 3. As used in this Act, ‘national security’ means all govern- 
mental activities of the United States Government involving the national 
safety and security, including but not limited to activities concerned with 
the protection of the United States from internal subversion or foreign 
aggression. All employees of any department or agency of the United 
States Government are deemed to be employed in an activity of the Govern- 
ment involving national security. 

“Sree. 4. It shall be the duty of the United States Civil Service Com- 
mission, upon the request of any employee, to review the decision, under 
this Act and under any Executive order issued pursuant to this Act, of 
the agency head concerned in the case of such employee with respect to the 
validity, truth, and merits of the charges made and with respect to the 
procedures followed. The Commission shall prepare a written opinion 
and decision in each such case containing tts recommendations with 
respect to the decision of the agency head. The Commission shall 
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transmit its opinion and decision to the agency head concerned for action 
un accordance therewith. The determination by the Commission of any 
question or other matter connected with such review shall be final and 
conclusive. If any member of the Commission does not concur in such 
opinion and decision, he may file a dissenting opinion.” 

Src. 2. The amendment made by the first section of this Act to the 
Act of August 26, 1950, shall be effective with respect to any action or 
proceeding for suspension or termination of employment commenced prior 
to July 1, 1959, except that the provisions of section 4 of such Aet of 
August 26, 1950, as contained in such amendment, shall not be effective 
with respect to any case in which any such termination of employment 
was effected prior to the date of enactment of this Act. Such Act of 
August 26, 1950, as in effect immediately prior to such date of enactment, 
shall be held and considered to remain in effect with respect to proceedings 


for suspension or termination of employment commenced subsequent to 
June 30, 1959. 


And the House agree to the same. 


Tom Murray, 

James H. Morrison, 

James C. Davis, 

Epwarp H. Reps, 

Rosert J. Corsett, 
Managers on the Part of the House. 

Oun D. Jounston, 

Tuos. E. Martin, 

Turuston B. Morton, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 1411) to amend the act of August 26, 1950, relating to 
the suspension of employment of civilian personnel of the United 
States in the interest of national security, submit the following state- 
ment in explanation of the effect of the action agreed upon by the 
conferees and recommended in the accompanying conference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause and inserted a substitute text. 

The committee of conference recommends that the Senate recede 
from its disagreement to the amendment of the House and agree to 
the same with an amendment which is a substitute for both the text 
of the Senate bill and the text provided by the House amendment and 
that the House agree to the same. 

The Senate bill proposed a change in the provisions of the act of 
August 26, 1950, which now require that the officer or employee 
concerned must be suspended without pay before he may receive a 
hearing, by providing, in effect, that in cases arising under such act 
the officer or employee need not necessarily be suspended without 
pay pending a hearing but may be retained, in the dueretion of the 
department or agency head, in the same or another position pending 
a hearing of his case. 

The House amendment continued this provision of the Senate bill 
and, in addition, reenacted the existing provisions of the act of 
August 26, 1950, so as to clarify its application to activities of the 
Federal Government and provide additional safeguards for the 
protection of officers and employees from arbitrary actions thereunder, 

The conference substitute is the same as the House amendment 
except for the following change: 

The conference substitute makes it clear that the provisions of 
the revised act of August 26, 1950, as contained in the amendment 
made by the first section of the conference substitute will be effective 
with respect to any action or proceeding for suspension or termination 
of employment commenced prior to July 1, 1959, but that the provi- 
sions of section 4 of such act as contained in such amendment will 
not be effective with respect to any case in which any such termina- 
tion of employment was effected prior to the date of enactment of 
the conference substitute. Section 2 of the conference substitute also 
provides that the act of August 26, 1950, as in effect immediately 

rior to the date of enactment of the conference substitute, shall be 

eld and considered to remain in effect with respect to proceedings 
for suspension or termination of employment commenced after 
June 30, 1959. 

Under section 2 of the conference substitute it is intended that a 
Government department or agency may reopen any case disposed of 
under existing law, regardless of the outcome of such case, or may 
institute new proceedings in any such case. Any such reopened or 
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new proceedings would be governed by the provisions of the act of 
August 26, 1950, as contained in the conference substitute. However, 
it is not intended that proceedings heretofore completed under 
existing law and resulting in the termination of employment of the 
employees involved may be reopened by such employees for the pur- 
pose of having their cases disposed of under the new provisions. 

This limitation on the effective period of this legislation is established 
with the understanding on the part of the committee of conference that 
this legislation as so limited will provide a statutory basis for the 
Government employee security programs pending the development of 
a permanent Government employee security program subsequent to 
the study and report of the Commission on Government Security 
(S. Doc. No. 64, 85th Cong., Ist sess.). 

Tom Murray, 

James H. Morrison, 

James C. Davis, 

Epwarp H. Ress, 

Rosert J. Corsert, 
Managers on the Part of the House. 


O 
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Aveust 21, 1958.—Ordered to be printed MAIN 
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Mr. Barpen, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 13247] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 13247) to 
strengthen the national defense and to encourage and assist in the 


expansion and improvement of educational programs to meet critical 
national needs; and for other purposes, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act, divided into titles and sections 


according to the following | table of contents, may be cited as the “‘National 
Defense Education Act of 1958”. 


TABLE OF CONTENTS 


Titre I—GeNERAL Provisions 


Sec. 101. Findings and declaration of policy. 
Sec. 102. Federal control of education prohibited. 
Sec. 108. Definitions. 


Tirte II—Loans ro Srupentrs tn Instirvrions or Hiewer Epovcarion 


sec. 201. Appropriations authorized. 
Sec. 202. Allotments to States. 
S *. 203. Payment of Federal capital contributions. 
é . 204. Conditions of agreements. 
. 205. Terms of loans. 
Sec. 206. Distributions of assets from student loan funds. 
. 207. Loans to institutions. 
*. 208. Payments to cover reductions in amounts of loans. 
sec. 209. Administrative provisions. 
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Titte IJJI—FINANCIAL ASSISTANCE FOR STRENGTHENING SCIENCE, 
MaruHemaTics, AND Mopern Foreraen Lanevace Instrrucrion 


Sec. 301. Appropriations authorized. 
Sec. 302. Allotments to States. 
Sec. 303. State plans. 
Sec. 304. Payments to States. 
Sec. 305. Loans to nonprofit private schools. 
Titrte IV—NarionaL DEFENSE FELLOWSHIPS 


Sec. 401. Appropriations authorized. 

Sec. 402. Number of fellowships. 

Sec. 403. Award of fellowships and approval of institutions. 
Sec. 404. Fellowship stipends. 

Sec. 405. Fellowship conditions. 


Trrte V—Guipancer, CounseLtine, AND TeEsTING; IDENTIFICATION AND 
ENCOURAGEMENT OF ABLE STUDENTS 
PART A—STATE PROGRAMS 


Sec. 501. Appropriations authorized. 
Sec. 502. Allotments to States. 

Sec. 503. State plans. 

Sec. 504. Payments to States. 


PART B-—COUNSELING AND GUIDANCE TRAINING INSTITUTES 


Sec. 611. Authorization. 


Tirte VI—Laneuace DEVELOPMENT 
PART A—CENTERS AND RESEARCH AND STUDIES 


Sec. 601, Language and area centers. 
Sec. 602. Research and studies. 
Sec. 603. Appropriations authorized. 


PART B—LANGUAGE INSTITUTES 
Sec. 611. Authorization. 


Tirte VIIl—ResearcH AND EXPERIMENTATION IN More Errecrive Uritiza- 
TION oF TELEVISION, Rapio, Morion Picrures, AND Retarep MeEpIa For 
EpvucaTionaL Purposes 


PART A—RESEARCH AND EXPERIMENTATION 
Sec. 701. Functions of the Commissioner. 
Sec. 702. Grants-in-aid; contracts. 
PART B—DISSEMINATION OF INFORMATION ON NEW EDUCATIONAL MEDIA 
Sec. 731. Functions of the Commissioner. 
PART C—-GENERAL PROVISIONS 


Sec. 761, Establishment of the advisory committee. 
Sec. 762. Special personnel. 
Sec. 763. Appropriations authorized. 


Tirte VIII—AReEA VocatTionaL Epoucarion Programs 


Sec. 801. Statement of findings and purpose. 
Sec. 802. Amendment to Vocational Education Act of 1946. 


Tirte I1X—-Scrence INFORMATION SERVICE 


Sec. 901. Functions of the service. 

Sec. 902. Science information council. 

Sec. 908. Authority for certain grants and contracts. 
Sec. 904. Appropriations authorized. 
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Tirte X—Miscettanegous Provisions 


Sec. 1001. Administration. 

Sec. 1002. Advisory committees. 

Sec. 1008. Exemption from conflict-of-interest laws of members of advisory com- 
mittees or information council. 

Sec. 1004. Administration of State plans. 

Sec. 1005. Judicial review. 

Sec..1006. Method of payment. 

Sec. 1007. Administrative appropriations authorized. 

Sec. 1008. Allotments to Territories and possessions. 

Sec. 1009. Improvement of statistical services of State educational agencies: 


TITLE I—GENERAL PROVISIONS 
FINDINGS AND DECLARATION OF POLICY 


Sec. 101. The Congress hereby finds and declares that the security of 
the Nation requires the fullest development of the mental resources and 
technical skills of its young men and women. The present emergency 
demands that additional and more adequate educational opportunities be 
made available. The defense of this Nation depends wpon the mastery 
of modern techniques developed from complex scientific principles. It 
depends as well upon the discovery and y velopment of new principles, 
new techniques, and new knowledge. 

We must increase our efforts to identify and educate more of the talent 
of our Nation. This requires programs that will give assurance that no 
student of ability will be denied an opportunity for higher edweation be- 
cause of financial need; will correct as rapidly as possible the existing 
imbalances in our educational programs which have led to an insufficient 
proportion of our population educated in science, mathematies, and 
modern foreign languages and trained in technology. 

The Congress reaffirms the principle and declares that the States and 
local communities have and must retain control over and primary respon- 
sibility for public education. The national interest requires, however, 
that the Federal Government give assistance to education for programs 
which are important to our defense. 

To meet the present educational emergency requires additional effort 
at all levels of government. It is therefore the purpose of this Act to 
provide substantial assistance in various forms to vndividuals, and to 
States and their subdivisions, in order to insure trained manpower of 
sufficient quality and quantity to meet the national defense needs of the 
United States. 


FEDERAL CONTROL OF EDUCATION PROHIBITED 


Szc. 102. Nothing contained in this Act shall be construed to author- 
ize any department, agency, officer, or employee of the United States to 
exercise any direction, supervision, or controt over the curriculum, pro- 
gram of instruction, administration, or personnel of any educational 
institution or school system. 

DEFINITIONS 


Sec. 103. As used in this Act— 

(a) The term ‘‘State’”’ means a State, Alaska, Hawaii, Puerto Rico, 
the District of Columbia, the Canal Zone, Guam, or the Virgin Islands, 
except that as used in section 302 and 502, such term does not include 
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Alaska, Hawaii, Puerto Rico, the Canal Zone, Guam, or the Virgin 
Islands. 

(b) The term “institution of higher education” means an educational 
institution in any State which (1) admits as regular students only persons 
having a certificate of graduation from a school providing seconda 
education, or the recognized equivalent of such a certificate, (2) is legally 
authorized within such State to provide a program of education beyond 
secondary education, (3) provides an educational program for which it 
awards a bachelor’s degree or provides not less than a two-year program 
which is acceptable for full credit toward such a degree, (4) 1s a public or 
other nonprofit institution, and (5) is accredited by a nationally recog- 
nized accrediting agency or association or, if not so accredited, is an in- 
stitution whose credits are accepted, on transfer, by not less than three 
institutions which are so accredited, for credit on the same basis as if 
transferred from an institution so accredited. For purposes of title IT, 
such term includes any private business school or technical institution 
which meets the provisions of clauses (1), (2), (3), (4), and (6). For 
purposes of this subsection, the Commissioner shall publish a list of 
nationally recognized accrediting agencies or associations which he deter- 
mines to be reliable authority as to the quality of training offered. 

(c) The term “Commissioner” means the Ditheniécioner of Education. 

(d) The term “Secretary’’ means the Secretary of Health, Education, 
and Welfare. 

(e) The term ‘“‘State educational agency” means the State board of 
education or other agency or officer primarily responsible for the State 
supervision of public elementary and secondary schools, or, if there is no 
such officer or agency, an officer or agency designated by the governor or 
by State law. 

(f) The term “school-age population” means that part of the population 
which rs between the ages of five and seventeen, both inclusive, and such 
school-age population for the several States shall be determined by the 
Commissioner on the basis of the population between such ages for the 
most recent year for which satisfactory data are available from the Depart- 
ment of Commerce. 

(g) The term “elementary school” means a school which provides 
elementary education, as determined under State law. 

(h) The term “secondary school’? means a school which provides 
secondary education, as determind under State law, except that it does 
not include any education provided beyond grade 12. For the purposes 
of sections 301 through 304, the term “‘secondary school’”’ may include a 
public junior college, as determined under State law. 

(i) The term “public” as applied to any school or institution does not 
include a school or institution of any agency of the United States. 

(j) The term “‘nonprofit’, as applied to a school or institution, means 
a school or institution owned and operated by one or more nonprofit corpo- 
rations or associations no part of the net earnings of which inures, or 
may lawfully inure, to the benefit of any private shareholder or indi- 
vidual, and, for purposes of part A, of title V, includes a school of any 
agency of the United States. 

(k) The term ‘local educational agency’’ means a board of education 
or other legally constituted local school authority having administrative 
control and direction of public elementary or secondary schools in a city, 
county, township, school district, or political subdivision in a State. 


ie 
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TITLE II—LOANS TO STUDENTS IN INSTITUTIONS OF 
HIGHER EDUCATION 


APPROPRIATIONS AUTHORIZED 


Sec. 201. For the purpose of enabling the Commissioner to stimulate 
and assist in the establishment at institutions of higher education of funds 
jor the making of low-interest loans to students in need thereof to pursue 
their courses of study in such institutions, there are hereby authorized to 
be appropriated $47,500,000 for the fiscal year ending June 30, 1959, 
$75,000,000 for the fiscal year ending June 30, 1960, $82,500,000 for 
the fiscal year ending June 30, 1961, $90,000,000 for the fiscal year ending 
June 30, 1962, and such sums for the fiscal year ending June 30, 1968, 
and each of the three succeeding fiscal years as may be necessary to 
enable students who have received a loan for any school year ending prior 
to July 1, 1962, to continue or complete their education. Sums appropri- 
ated under this section for any fiscal year shall be available, in accordance 
with agreements between the Commissioner and institutions of higher 
education, for payment of Federal capital contributions which, together 
with contributions from the institutions, shall be used for establishment 
and maintenance of student loan funds. 


ALLOTMENTS TO STATES 


Sec. 202. (a) From the sums appropriated pursuant to section 201 for 
any fiscal year ending prior to July 1, 1962, the Commissioner shall allot 
to each State an amount which bears the same ratio to the amount so 
appropriated as the number of persons enrolled on a full-time basis in 
institutions of higher education in such State bears to the total number 
of persons enrolled on a full-time basis in institutions of higher education 
in all of the States. The number of persons enrolled on a full-time 
basis in institutions of higher education for purposes of this section 
shall be determined by the Commissioner for the most recent year for which 
satisfactory data are available to him. 

(b) Sums appropriated pursuant to section 201 for any fiscal year 
ending after June 30, 1962, shall be allotted among the States in such 
manner as the Commissioner determines to be necessary to carry out the 
purpose for which such amounts are appropriated. 


PAYMENT OF FEDERAL CAPITAL CONTRIBUTIONS 


Sze. 203. (a) The Commissioner shall from time to time set dates by 
which institutions of higher education in a State must file applications 
for Federal capital contributions from the allotment of such State In 
the event the total requested in such applications, which are made by 
institutions with which he has agreements under this title and which meet 
the requirements established in regulations of the Commissioner, exceeds 
the amount of the allotment of such State available for such purpose, the 
Federal capital contribution from such allotment to each such institution 
shall bear the same ratio to the amount requested in its application as the 
amount of such allotment available for such purpose bears to the total 
requested in all such applications. In the event the total requested in 
such applications which are made by institutions in a State is less than 
the amount of the allotment of such State available for such purpose, the 
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Commissioner may reallot the remaining amount from time to time, on 
such date or dates as the Commissioner may fiz, to other States in propor- 
tion to the original allotments to such States under section 202 for such 
year. The Federal capital contribution to an institution shall be paid 
to it from time to time in such installments as the Commissioner deter- 
mines will not result in unnecessary accumulations in the student loan 
Sund established under its agreement under this title. 

(b) In no case may the total of such Federal capital contributions to 
any stitution of higher education for any fiscal year exceed $250,000. 


CONDITIONS OF AGREEMENTS 


Sec. 204. An agreement with any institution of higher education for 

Federal capital contributions by the Commissioner under this title shall— 

(1) provide for establishment of a student loan fund by such 
institution; 

(2) provide for deposit in such fund of (A) the Federal capital 
contributions, (B) an amount, equal to not less than one-ninth of 
such Federal capital contributions, contributed by such institution, 
(C) collections of principal and interest on student loans made from 
such fund, and (D) any other earnings of the fund; 

(3) provide that such student loan fund shall be used only for 
loans to students in accordance with such agreement, for capital 
distributions as provided in this title, and for costs of litigation 
arising in connection with the collection of any loan from the fund 
or interest on such loan; 

(4) provide that in the selection of students to receive loans from 
such student loan fund special consideration shall be given to (A) 
students with a superior academic background who express a desire 
to teach in elementary or secondary schools, and (B) students whose 
academic background indicates a superior capacity or preparation 
in science, mathematics, engineering, or a modern foreign language 
and 

(5) include such other provisions as may be necessary to protect 
the financial interest of the United States and promote the purposes 
of this title and as are agreed to by the Commissioner and the wnsti- 
tution. 

TERMS OF LOANS 


Sec. 205. (a) The total of the loans for any fiscal year to any student 
made by institutions of higher education from loan funds established 
pursuant to agreements under this title may not exceed $1,000, and the 
total for all years to any student from such funds may not exceed $5,000. 

(6) Loans from any such loan fund to any student by any institution 
of higher education shall be made on such terms and conditions as the 
institution may determine; subject, however, to such conditions, limita- 
tions, and requirements as the Commissioner may prescribe (by regula- 
tion or in the agreement with the institution) with a view to preventing 
impairment of the capital of the student loan fund to the maximum extent 
practicable in the light of the objective of enabling the student to complete 
his course of study; and except that— 

(1) such a loan shall be made only to a student who (A) is in 
need of the amount of the loan to pursue a course of study at such 
institution, and (B) is capable, in the opinion of the institution, of 
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maintaining good standing in such course of study, and (C) has 
been accepted for enrollment as a full-time student at such institu- 
tion or, in the case of a student already attending such institution, is 
in good standing and in full-time attendance there either as an 
undergraduate or graduate student; 

(2) such a loan shall be evidenced by a note or other written agree- 
ment which provides for repayment of the principal amount, to- 
gether with interest thereon, in equal annual installments, or, if the 
borrower so requests, in graduated periodic installments (determined 
in accordance with such schedules as may be approved by the Com- 
missioner), over a period beginning one year after the date on which 
the borrower ceases to pursue a fulltime course of study at an institu- 
tion of higher education and ending eleven years after such date, 
except that (A) interest shall not accrue on any such loan, and 
periodic installments need not be paid, during any period (i) during 
which the borrower is pursuing a full-time course of study at an 
institution of higher education, or (it) not in excess of three years, 
during which the borrower is a member of the Armed Forces of the 
United States, (B) any such period s not be included in deter- 
mining the ten-year period during which the repayment must be 
completed, (C) such ten-year period may also be extended for good 
cause determined in accordance with regulations of the Commissioner, 
and (D) the borrower may at his option accelerate repayment of the 
whole or any part of such loan; 

(3) not to exceed 50 per centum of any such loan (plus interest) 
shall be canceled for service as a full-time teacher in a public ele- 
mentary or secondary school in a State, at the rate of 10 per centum 
of the amount of such loan plus interest thereon, which was unpaid 
on the first day of such service, for each complete academic year of 
such service; 

(4) such a loan shall bear interest, on the unpaid balance of the 
loan, at the rate of 3 per centum per annum except that no interest 
~— accrue before the date on which repayment of the loan is to 
egin; 

(5) such a loan shall be made without security and without en- 
dorsement, except that, if the borrower is a minor and the note or 
other evidence of obligation executed by him would not, under the 
applicable law, create a binding obligation, either security or endorse- 
ment may be required; 

(6) the liability to repay any such loan shall be canceled upon the 
death of the borrower, or if he becomes permanently and totally 
disabled as determined in accordance with regulations of the Com- 
missioner; 

(7) such aloan by an institution for any year shall be made in such 
installments as may be provided in regulations of the Commissioner 
or the agreement with the institution under this title and, upon 
notice to the Commissioner by the institution that any recipient of 
a loan is failing to maintain satisfactory standing, any or all further 
installments of his loan shall be withheld, as may be appropriate; and 

(8) no note or other evidence of such a loan may be transferred 
or assigned by the institution of higher education making the loan 
except, upon the transfer of the borrower to another institution of 
higher education participating in the program under this title (or, 
if not participating, is eligible to do so and is approved by the Com- 
missioner for such purpose), to such institution. 
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(c) An agreement under this title for payment of Federal capital con- 
tributions shall include provisions designed to make loans from the student 
loan fund established pursuant to such agreement reasonably available 
(to the extent of the available funds in such fund) to all eligible students 
in such institution in need thereof. 


DISTRIBUTIONS OF ASSETS FROM STUDENT LOAN FUNDS 


Sec. 206. (a) After June 30, 1966, and not later than September 30, 
1966, there shall be a capital distribution of the balance of the student 
loan fund established under this title by each institution of higher educa- 
tion as follows: 

(1) The Commissioner shall first be paid an amount which bears 
the same ratio to the balance in such fund at the close of June 30, 
1966, as the total amount of the Federal capital contributions to such 
Fund by the Commissioner under this title bears to the sum of such 
Federal capital contributions and the institution’s capital contri- 
butions to such fund. 

(2) The remainder of such balance shall be paid to the institution. 

(b) After September 30, 1966, each institution with which the Com- 
missioner has made an agreement under this title shall pay to the Com- 
missioner, not less often than quarterly, the same proportionate share of 
amounts received by the institution after June 30, 1966, in payment of 
principal or interest on student loans made from the student loan fund 
established pursuant to such agreement (which amount shall be determined 
after deduction of any costs of litigation incurred in collection of the 
principal or interest on loans from the fund and not already reimbursed 
from the student loan fund or such payments of principal or interest) 
as was determined for the Commissioner under subsection (a). 

(c) Upon a finding by the institution or the Commissioner prior to 
July 1, 1966, that the liquid assets of a student loan fund established 
pursuant to an agreement under this title exceed the amount required for 
loans or otherwise in the foreseeable future, and upon notice to such 
institution or to the Commissioner, as the case may be, there shall be, 
subject to such limitations as may be included in regulations of the Com- 
missioner or in such agreement, a capital distribution from such fund. 
Such capital distribution shall be made as follows: 

(1) The Commissioner shall first be paid an amount which bears 
the same ratio to the total to be distributed as the Federal capital 
contributions by the Commissioner to the student loan fund prior 
to such distribution bear to the sum of such Federal capital contribu- 
tions and the capital contributions to the fund made by the institution. 

(2) The remainder of the capital distribution shall be paid to the 
institution. 

LOANS TO INSTITUTIONS 


Sec. 207. (a) Upon application by any institution of higher education 
with which he has made an agreement under this title, the Commissioner 
may make a loan to such institution for the purpose of helping to finance 
the institution’s capital contributions to a student loan fund established 
pursuant to such agreement. Any such loan may be made only if such 
enstitution shows it is unable to secure such funds from non-Federal 
sources upon terms and conditions which the Commissioner determines 
to be reasonable and consistent with the purposes of this title. Loans 
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made to institutions under this section shall bear interest at a rate which 
the Commissioner determines to be adequate to cover (1) the cost of the 
funds to the Treasury as determined by the Secretary of the Treasury, 
taking into consideration the current average yields of outstanding 
marketable obligations of the United States having maturities comparable 
to the maturities of loans made by the Commissioner under this section, 
(2) the cost of administering this section, and (3) probable losses. 

(b) There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the purposes of this section, but not to exceed a 
total of $25,000,000. 

(c) Loans made by the Commissioner under this section shall mature 
within such period as may be determined by the Commissioner to be 
appropriate in each case, but not exceeding fifteen years. 


PAYMENTS TO COVER REDUCTIONS IN AMOUNTS OF LOANS 


Sec. 208. In addition to the payments otherwise authorized to be 
made pursuant to this title, the Commissioner shall pay to the appropriate 
institution, at such time or times as he determines, an amount which 
bears the same ratio to the interest which has been prevented from accruing 
and the portion of the principal which has been cancelled on student loans 
pursuant to paragraph (3) of section 205 (b) (and not previously paid 
pursuant to this subsection) as the total amount of the institution’s 
capital contributions to such fund under this title bears to the sum of such 
institution’s capital contributions and the Federal capitol contributions 
to such fund. 

ADMINISTRATIVE PROVISIONS 


Sec. 209. (a) The Commissioner, in addition to the other powers con- 
ferred upon him by this title, shall have power to agree to modifications of 
agreements or loans made under this title and to compromise, waive, or 
a any right, title, claim, or demand, however arising or acquired under 
this title. 

(b) Financial transactions of the Commissioner pursuant to this title, 
and vouchers approved by him in connection with such financial transac- 
tions, shall be final and conclusive upon all officers of the Government; 
except that all such transactions shall be subject to audit by the General 
Accounting Office at such times and in such manner as the Comptroller 
General may by regulation prescribe. 


TITLE III—FINANCIAL ASSISTANCE FOR STRENGTH- 
ENING SCIENCE, MATHEMATICS, AND MODERN 
FOREIGN LANGUAGE INSTRUCTION 


APPROPRIATIONS AUTHORIZED 


Src. 301. There are hereby authorized to be appropriated $70,000,000 
for the fiscal year ending June 30, 1959, and for each of the three succeed- 
ing fiscal years, for (1) making payments to State educational agencies 
under this title for the acquisition of equipment (suitable for use in pro- 
viding education in science, mathematics, or modern foreign language) 
and for minor remodeling described in paragraph (1) of section 303 (a), 
and (2) making loans authorized in section 305. There are also author- 
ized to be appropriated $5,000,000 for the fiscal year ending June 30, 
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1959, and for each of the three succeeding fiscal years, for making pay- 
ments to State educational agencies under this title to carry out the pro- 
grams described in paragraph (5) of section 308 (a). 


ALLOTMENTS TO STATES 


Szec. 302. (a) (1) From the sums appropriated pursuant to the first 
sentence of section 301 for any fiscal year the Commissioner shall reserve 
such amount, but not in excess of 2 per centum thereof, as he may deter- 
mine for allotment as provided in section 1008, and shall reserve 12 per 
centum for loans authorized in section 305. From the remainder of such 
sums the Commissioner shall allot to each State an amount which bears 
the same ratio to the amount of such remainder as the product of— 

(A) the school-age population of the State, and 

(B) the State’s allotment ratio (as determined under paragraph 
(2)), 

bears to the sum of the corresponding products for all the States. 

(2) The “allotment ratio” for any State shall be 100 per centum less 
the product of (A) 50 per centum and (B) the quotient obtained by dividing 
the income per child of school age for the State by the income per child 
of school age for the continental United States, except that the allotmenz 
ratio shall in no case be less than 33% per centum or more than 66% per 
centum. The allotment ratios shall be promulgated by the Commissioner 
as soon as possible after enactment of this Act, and again between July 1 
and August 31 of the year 1959, on the basis of the average of the incomes 
per child of school age for the States and for the continental United 
States for the three most recent consecutive years for which satisfactory 
data are available from the Department of Commerce. The first such 
promulgation shall be conclusive for each of the two fiscal years in the 
period beginning July 1, 1958, and ending June 30, 1960, and the second 
shall be conclusive for each of the two fiscal years in the period beginning 
July 1, 1960, and ending June 30, 1962. 

(3) For the purposes of this title— 

(A) The term “child of school age’’ means a member of the 
populaticn between the ages of five and seventeen, beth inelusive. 

(B) The term “continental United States’’ does not include 
Alaska. 

(C) The term “income per child of school age’’ for any State or 
for the continental United States means the total personal income 
for the State and the continental United States, respectively, divided 
by the number of children of school age in such State and in the 
continental United States, respectively. 

(4) A State’s allotment under this subsection shall remain available for 
payment pursuant to section 304 (a) for projects in such State until the 
end of the fiscal year following the year for which the allotment is made. 

(b) From the sums appropriated pursuant to the second sentence of 
section 301 for any fiscal year the Commissioner shall reserve such amount, 
but not in excess of 2 per centum thereof, as he may determine for allot- 
ment as provided in section 1008. From the remainder of such sums 
the Commissioner shall allot to each State an amount which bears the 
same ratio to the amount of such remainder as the school-age population 
of such State bears to the total of the school-age populations of all of the 
States. The amount allotted to any State wnder the preceding sentence 
for any fiscal year which is less than $20,000 shall be increased to $20,000, 
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the total thereby required being derived by proportionately reducing the 
amount allotted to each of the remaining States under the preceding 
sentence, but with such adjustments as may be necessary to prevent the 
allotment of any of such remaining States from being thereby reduced 
to less than $20,000. 


STATE PLANS 


Szc. 303. (a) Any State which desires to receive payments under this 
title shall submit to the Commissioner, through its State educational 
agency, a State plan which meets the requirements of section 1004 (a) 
and— 

(1) sets forth a program under which funds paid to the State 
from its allotment under section 302 (a) will be expended solely 
for projects approved by the State educational agency for (A) acqui- 
sition of laboratory and other special equipment, including audio- 
visual materials and equipment and printed materials (other than 
textbooks), suitable for use in providing education in science, 
mathematics, or modern foreign language, in public elementary or 
secondary schools, or both, and (B) minor remodeling of laboratory 
or other space used for such materials or equipment; 

(2) sets forth principles for determining the priority of such 
projects in the State for assistance under this title and provides for 
undertaking such projects, insofar as financial resources available 
therefor make possible, in the order determined by the application of 
such principles; 

(3) provides an opportunity for a hearing before the State educa- 
tional agency to any applicant for a project under this title; 

(4) provides for the establishment of standards on a State level for 
laboratory and other special equipment acquired with assistance fur- 
nished under this title; 

(5) sets forth a program under which funds paid to the State from 
its allotment under section 302 (b) will be expended solely for (A) 
expansion or improvement of supervisory or related services in public 
elementary and secondary schools in the fields of science, mathematics, 
and modern foreign languages, and (B) administration of the State 
plan. 

(b) The Commissioner shall approve any State plan and any modifica- 
tion thereof which complies with the provisions of subsection (a). 


PAYMENTS TO STATES 


Sec. 304. (a) From a State’s allotment for a fiscal year under section 
302 (a), the Commissioner shall, from time to time during the period such 
allotment is available for payment as provided in paragraph (4) of 
section 302 (a), pay to such State an amount equal to one-half of the 
expenditures for projects for acquisition of equipment and minor remodel- 
ing referred to in paragraph (1) of section 303 (a) which are carried out 
under its State plan approved under section 308 (b); except that no State 
shall recewe payments under this subsection for any period in excess of 
its allotments for such period under section 302 (a). 

(b) From a State’s allotment under section 302 (b) for the fiscal year 
ending June 30, 1959, the Commissioner shall from time to time pay to 
such State an amount equal to the amount expended by such State for such 
year to carry out the program referred to in paragraph (5) of section 
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308 (a) under its State plan approved under section 303 (b). From a 
State’s allotment under section 302 (6) for the fiscal year ending June 30 
1960, and for each of the two succeeding fiscal years, such payments shall 
equal one-half of the amount so expended under its State plan approved 
under section 303 (b); except that no State shall receive payments under 
this subsection for any fiscal year in excess of its allotment under section 
302 (b) for that fiscal year. 


LOANS TO NONPROFIT PRIVATE SCHOOLS 


Szec. 305. (a) The Commissioner shall allot, out of funds reserved for 
each fiscal year for the purposes of this section under the provisions 
of section 302 (a), to each State for loans under the provisions of this 
section an amount which bears the same ratio to such funds as the number 
of persons in such State enrolled in private nonprofit elementary and 
secondary schools bears to the total of such numbers for all States. 

(6) From the sums allotted to each State under the promsions of this 
section the Commissioner is authorized to make loans to private nonprofit 
elementary and secondary schools in such State for the purposes for 
which payments to State educational agencies are authorized under the first 
sentence of section 301. Any such loan— 

(1) shall be made upon application containing such information 
as may be deemed necessary by the Commissioner; 

(2) shall be subject to such conditions as may be necessary to 
protect the financial interest of the United States; 

(3) shall bear interest at the rate arrived at by adding one-quarter 
of 1 per centum per annum to the rate which the Secretary of the 
Treasury determines to be equal to the current average yield on all 
outstanding marketable obligations of the United States as of the 
last day of the month preceding the date the application for the loan 
is approved and by adjusting the result so obtained to the nearest 
one-erghth of 1 per centum; and 

(4) shall mature and be repayable on such date as may be agreed 
to by the Commissioner and the borrower, but such date shall not be 
more than ten years after the date on which such loan was made. 


TITLE IV—NATIONAL DEFENSE FELLOWSHIPS 
APPROPRIATIONS AUTHORIZED 


Sze. 401. There are hereby authorized to be appropriated such sums 
as may be necessary to carry out the provisions of this title. 


NUMBER OF FELLOWSHIPS 


Sze. 402. During the fiscal year ending June 30, 1959, the Commis- 
sioner is authorized to award one thousand fellowships under the pro- 
visions of this title, and during each of the three succeeding fiscal years 
he is authorized to award one thousand five hundred such fellowships. 
Such fellowships shall be for periods of study not in excess of three aca- 
demic years. 


AWARD OF FELLOWSHIPS AND APPROVAL OF INSTITUTIONS 


Szc. 403. (a) The Commissioner shall award fellowships under this 
title to individuals accepted for study in graduate programs approved by 
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him under this section. The Commissioner shall approve a graduate 
program of an institution of higher education only upon application by 
the institution and only upon his finding: 

(1) that such program is a new program or an existing program 
which has been expanded, 

(2) that such new program or expansion of an existing pregram 
will substantially further the objective of increasing the jackitiee 
available in the Nation for the graduate training of college or wmi- 
versity level teachers and of promoting a wider geographical distri- 
bution of such facilities throughout the Nation, and 

(3) that in the acceptance of persons for study in such programs 
preference will be given to persons interested in teaching in institu- 
tions of higher education. 

(b) The total of the fellowships awarded under this title for pursuing a 
course of study in a graduate program at any institution of higher educa- 
tion may not exceed a limit established by the Commissioner in the light 
of the objective referred to in subsection (a) (2). 


FELLOWSHIP STIPENDS 


Sec. 404. (a) Each person awarded a fellowship under the provisions 
of this title shall receive a stipend of $2,000 for the first academic year of 
study after the baccalaureate degree, $2,200 for the second such year, 
and $2,400 for the third such year, plus an additional amount of $400 
for each such year on account of each of his dependents. 

(b) In addition to the amounts paid to persons pursuant to subsection 
(a) there shall be paid to the institution of higher education at which each 
such person is pursuing his course of study such amount, not more than 
$2,500 per academic year, as is determined by the Commissioner to con- 
stitute that portion of the cost of the new graduate program or of the 
expansion in an existing graduate program in which such person is 
pursuing his course of study, which is reasonably attributable to him. 


FELLOWSHIP CONDITIONS 


Sec. 405. A person awarded a fellowship under the provisions of this 
title shall continue to receive the payments provided in section 404 only 
during such periods as the Commissioner finds that he is maintaining 
satisfactory proficiency in, and devoting essentially full time to, study or 
research in the field in which such fellowship was awarded, in an institu- 
tion of higher education, and is not engaging in gainful employment other 
than part-time employment by such institution in teaching, research, or 
similar activities, approved by the Commissioner. 


TITLE V—GUIDANCE, COUNSELING, AND TESTING; 
IDENTIFICATION AND ENCOURAGEMENT OF ABLE 
STUDENTS 

Part A—Srate Programs 


APPROPRIATIONS AUTHORIZED 


Sec. 501. There are hereby authorized to be appropriated $16,000,000 
for the fiscal year ending June 30, 1959, and for each of the three succeed- 
ing fiscal years, for making grants to State educational agencies under 
this part to assist them to establish and maintain programs of testing 
and guidance and counseling. 
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ALLOTMENTS TO STATES 


Sze. 502. From the sums appropriated pursuant to section 501 for 
any fiscal year the Commissioner shall reserve such amount, but not in 
excess of 2 per centum thereof, as he may determine for allotment as 
provided in section 1008. From the remainder of such sums the Com- 
missioner shall allot to each State an amount which bears the same ratio 
to the amount of such remainder as the school-age population of such 
State bears to the total of the school-age populations of all of the States. 
The amount allotted to any State under the preceding sentence for any 
fiscal year which is less than $20,000 shall be increased to $20, 000, the 
total of increases thereby required being derived by proportionately 
reducing the amount allotted to each of the remaining States under the 
preceding sentence, but with such adjustments as may be necessary to 
prevent the allotment of any such remaining States from being thereby 
reduced to less than $20,000. 


STATE PLANS 


Sec. 503. (a) Any State which desires to receive payments under this 
part shall submit to the Commissioner, through its State educational 
agency, a State plan which meets the requirements of section 1004 (a) 
and sets forth 

(1) a program for testing students in the public secondary schools, 
and if authorized by law in other secondary schools, of such State to 
ulentify students with outstanding aptitudes and ability, and the 
means of testing which will be utilized in carrying out such program; 
and 

(2) a program of guidance and counseling in the public secondary 
schools of such State (A) to advise students of courses of study best 
suited to their ability, aptitudes, and skills, and (B) to encourage 
students with outstanding aptitude and ability to complete their sec- 
ondary school education, take the necessary courses for admission to 
institutions of higher education, and enter such institutions. 

(6) The Commissioner shall approve any State plan and any modifi- 
cation thereof which complies with the provisions of subsection (a). 


PAYMENTS TO STATES 


Sze. 504. (a) Payment under this part shall be made to those State 
educational agencies which administer plans approved under section 508. 
For the fiscal year ending June 30, 1959, such payments shall equal the 
amount expended by the State in carrying out its State plan, and for the 
fiscal year ending June 30, 1960, and for each of the two succeeding fiscal 
years, such payments shall equal one-half of the amount so expended; 
except that no State educational agency shall receive payment under this 
part for any fiscal year in excess of that State’s allotment for that fiscal 
year as determined under section 502. 

(6) In any Staie which has a State plan approved under section 503 
and in which the State educational agency is not authorized by law to 
make payments to cover the cost of testing students in any one or more 
secondary schools in such State to determine student abilities and apti- 
tudes, the Commissioner shall arrange for the testing of such students 
and shall pay the cost thereof for the fiscal year enging June 30, 1959, and 
one-half of the cost thereof for any of the three succeeding fiscal years out 
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of such State’s allotment. Testing of students pursuant to this subsection 
shall, so far as practicable, be comparable to, and be done at the same grade 
levels and under the same conditions as in the case of, testing of students 
in public schools under the State plan. 


Parr B—Counsetinea AND Gurpance Trainine INstirvres 
AUTHORIZATION 


Sec. 611. There are hereby authorized to be appropriated $6,250,000 
for the fiscal year ending June 30, 1959, and $7,250,000 for each of the 
three succeeding fiscal years, to enable the Commissioner to arrange, by 
contracts unth institutions of higher education, for the operation by them 
of short-term or regular session institutes for the provision of training to 
improve the qualifications of personnel engaged in counseling and guidance 
of students in secondary schools, or teachers in such schools preparing to 
engage in such counseling and guidance. Each individual, engaged, or 
preparing to engage. in counseling and guidance in a public secondary 
school, who attends an institute operated under the provisions of this part 
shall be eligible (after application therefor) to receive a stipend at the 
rate of $75 per week for the period of his attendance at such institute, and 
each such individual with one or more dependents shall receive an addi- 


tional stipend at the rate of $15 per week for each such dependent for the 
period of such attendance. 


TITLE VI—LANGUAGE DEVELOPMENT 
Part A—CernTerRS AND ResearRcH AND SrupiEs 
LANGUAGE AND AREA CENTERS 


Sec. 601. (a) The Commissioner is authorized to arrange through 
contracts uith institutions of higher education for the establishment and 
operation by them, during the period beginning July 1, 1958, and ending 
with the close of June 30, 1962, of centers for the teaching of any modern 
foreign language with respect to which the Commissioner determines 
(1) that individuals trained in such language are needed by the Federal 
Government or by business, industry, or education in the United States, 
and (2) that adequate instruction in such language is not readily avail- 
able in the United States. Any such contract may provide for instruc- 
tion not only in such modern foreign language but also in other fields 
needed to provide a full understanding of the areas, regions, or countries 
in which such language is commonly used, to the extent adequate instruction 
in such fields is not readily available, including fields such as history, 
political science, linguistics, economies, sociology, geography, and anthro- 
pology. Any such contract may cover not more than 50 per centum of the 
cost of the establishment and operation of the center with respect to which it 
is made, including the cost of grants to the staff for travel in the foreign 
areas, regions, or countries with which the subject matter of the field or 
fields in which they are or will be working is concerned and the cost of 
travel of foreign scholars to such centers to teach or assist in teaching therein 
and the cost of their return, and shall be made on such conditions as the 
Commissioner finds necessary to carry out the purposes of this section. 
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(b) The Commissioner is also authorized, during the period beginning 
July 1, 1958, and ending with the close of June 30, 1962, to pay stipends 
to individuals undergoing advanced training in any modern foreign 
language (with respect to which he makes the determination under clause 
(1) of subsection (a)), and other fields needed for a full understanding 
of the area, region, or country in which such language is commonly used, 
at any short-term or regular session of any institution of higher education, 
including allowances for dependents and for travel to and from their 
places of residence, but only upon reasonable assurance that the recipients 
of such stipends will, on completion of their training, be available for 
teaching a modern foreign language in an institution of higher education 
or for such other service of a public nature as may be permitted in regula- 
tions of the Commissioner. 


RESEARCH AND STUDIES 


Sze. 602. The Commissioner is authorized, directly or by contract, to 
make studies and surveys to determine the need for increased or improved 
instruction in modern foreign languages and other fields needed to provide 
a full understanding of the areas, regions, or countries in which such 
languages are commonly used, to conduct research on more effective 
methods of teaching such languages and in such other fields, and to develop 
specialized materials for use in such training, or in training teachers of 
such languages or in such fields. 


APPROPRIATIONS AUTHORIZED 


Src. 603. There are hereby authorized to be appropriated such sums 
as may be necessary to carry out the provisions of this part, not to exceed 
$8,000,000 in any one fiscal year. 


Part B—Lanevace INnsrirvres 


AUTHORIZATION 


Sec. 611. There are hereby authorized to be appropriated $7,250,000 
for the fiscal year ending June 30, 1959, and each of the three succeeding 
fiscal years, to enable the Commissioner to arrange, through contracts 
with institutions of higher education, for the operation by them of short- 
term or regular session institutes for advanced training, particularly in 
the use of new teaching methods and instructional materials, for indi- 
viduals who are engaged in or preparing to engage in the teaching, or 
supervising or training teachers, of any modern foreign language in 
elementary or secondary schools. Each individual (engaged, or prepar- 
ing to engage, in the teaching, or supervising or training teachers, of any 
modern foreign language in a public elementary or secondary school) who 
attends an institute operated under the provisions of this part shall be 
eligible (after application therefor) to receive a stipend at the rate of $75 
per week for the period of his attendance at such institute, and each such 
endividual with one or more dependents shall receive an additional 
stipend at the rate of $15 per week for each such dependent for the period 
of such attendance. 
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TITLE VII—RESEARCH AND EXPERIMENTATION IN 

MORE EFFECTIVE UTILIZATION OF TELEVISION, 
RADIO, MOTION PICTURES, AND RELATED MEDIA 
FOR EDUCATIONAL PURPOSES 


Parr A—Researcu AND EXPERIMENTATION 
FUNCTIONS OF THE COMMISSIONER 


Sec.701. In carrying out the provisions of this part the Commissioner, 
in cooperation with the Advisory Committee on New Educational Media 
(established by section 761), shall (through grants or contracts) conduct, 
assist, and foster research and experimentation in the development and 
evaluation of projects involving television, radio, motion pictures, and 
related media of communication which may prove of value to State or 
local educational agencies in the operation of their public elementary or 
secondary schools, and to institutions of higher education, including the 
development of new and more effective techniques and methods— 

(1) for utilizing and adapting motion pictures, video tapes and 
other audio-visual aids, film strips, slides and other visual aids, 
recordings (including magnetic tapes) and other auditory aids, and 
radio or television program scripts for such purposes; 

(2) for training teachers to utilize such media with maximum 
effectiveness; and 

(3) for presenting academic subject matter through such media. 


GRANTS-IN-AID; CONTRACTS 


Sec. 702. In carrying out the provisions of section 701, the Com- 
missioner— 

(1) may make grants-in-aid, approved by the Advisory Committee 
on New Educational Media, to public or nonprofit private agencies, 
organizations, and individuals for projects of research or experimen- 
tation referred to in section 701; 

(2) may enter into contracts, approved by the Advisory Committee 
on New Educational Media, with public or private agencies, organ- 
izations, groups, and individuals for projects of research or experi- 
mentation referred to in section 701; and 

(3) shall promote the coordination of programs conducted or 
financed by him under this title with similar programs conducted by 
other agencies, institutions, foundations, organizations, or in- 
dividuals. 


Parr B—DisseminatTion or InrorMATION ON New EpvucaTrion aL 
Mepta 


FUNCTIONS OF THE COMMISSIONER 


Sec. 731. In order to disseminate information concerning new educa- 
tional media (ineluding the results of research and experimentation 
conducted under part A of this title) to State or local educational agencies, 
for use in their public elementary or secondary schools, and to institu- 
tions of higher education, the Commissioner— 
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(1) shall make studies and surveys to determine the need for 
increased or improved utilization of television, radio, motion 
pictures, and related media of communication by State or local 
educational agencies and institutions of higher education for edu- 
cational purposes; 

(2) shall prepare and publish catalogs, reviews, bibliographies, 
abstracts, analyses of research and experimentation, and such other 
materials as are generally useful in the encouragement and more 
effective use of television, radio, motion pictures, and related media of 
communication for educational purposes; 

(3) may, upon request, provide advice, counsel, technical assist- 
ance, and demonstrations to State or local educational agencies and 
institutions of higher education undertaking to utilize such media 
of communication to increase the quality or depth or broaden the 
scope of their educational programs; 

(4) shall prepare and publish an annual report setting forth (A) 
projects carried out under this title and the cost of each such project, 
and (B) developments in the utilization and adaptation of media 
of communication for educational purposes; and 

(5) may enter into contracts with public or private agencies, 
organizations, groups, or indimduals to carry out the provisions of 


this part. 
Part C—GeneERAL PRovIsIons 





ESTABLISHMENT OF THE 





ADVISORY COMMITTEE 


Sec. 761. (a) There is hereby established in the Office of Education 
n Advisory Committee on New Educational Media (hereafter in this 
title referred to as the “Advisory Committee’). The Advisory Com- 
mittee shall consist of the Commissioner, who shall be chairman, a repre- 
sentative of the National Science Foundation and twelve persons appointed, 
without regard to the civil-service laws, by the Commissioner with the 
approval of the Secretary. Three of such appointed members shall be 
individuals identified with the sciences, liberal arts, or modern foreign 
languages in institutions of higher education; three shall be individuals 
actually engaged in teaching or in the supervision of teaching in elementary 
or secondary schools; three shall be individuals of demonstrated ability in 
the utilization or adaptation of television, radio, motion pictures, and 
related media of communication for educational purposes; and three 
shall be individuals representative of the lay public who have demon- 
strated an interest in the problems of communication media. 

(6) The Advisory Committee shall 

(1) advise, consult with, and make recommendations to the Com- 
missioner on matters relating to the utilization or adaptation of 
television, radio, motion pictures, or related media of communication 
for educatienal purposes, and on matters cf basie policy arising in 
the administration of this title; 

(2) review all applications for grants-in-aid under part A of this 
title for projects of research or experimentation and certify approval 
to the Commissioner of any such projects which it believes are appro- 

priate for carrying out the provisions of this title; and 
(3) review all proposals by the Commissioner to enter into con- 
tracts under this title and certify approval to the Commissioner of 
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any such contracts which it believes are appropriate to carry out the 
provisions of this title. 

(c) The Commissioner may utilize the services of any member or mem- 
bers of the Advisory Committee in connection with matters relating to the 
provisions of this title, for such periods, in addition to conference periods, 
as he may determine. 

(d) Members of the Advisory Committee shall, while serving on business 
of the Advisory Committee or at the request of the Commissioner under 
subsection (c) of this section, receive compensation at rates fixed by the 
Secretary, not to exceed $50 per day, and shall also be entitled to receive 
an allowance for actual and necessary travel and subsistence expenses 
while so serving away from their places of residence. 


SPECIAL PERSONNEL 


Sec. 762. The Commissioner may secure from time to time and for 
such periods as he deems advisable, without regard to the civil-service 
laws, the assistance and advice of persons in the United States and from 
abroad who are experts in the utilization and adaptation of television, 
radio, motion pictures, and other related media of communication for 
educational purposes. 


APPROPRIATIONS AUTHORIZED 


Sec. 763. There are hereby authorized to be appropriated the sum of 
$3,000,000 for the fiscal year ending June 30, 1959, and the sum of 
$5,000,000 for each of the three succeeding fiscal years for carrying out 
the provisions of this title. 


TITLE VIII—AREA VOCATIONAL EDUCATION PROGRAMS 
STATEMENT OF FINDINGS AND PURPOSE 


Src. 801. The Congress hereby finds that the excellent programs of 
vocational education, which States have established and are carrying on 
with the assistance provided by the Federal Government under the Smith- 
Hughes Vocational Education Act and the Vocational Education Act of 
1946 (the George-Barden Act), need extension to provide vocational edu- 
cation to residents of areas inadequately served and also to meet national 
defense requirements for personnel equipped to render skilled assistance 
in fields particularly affected by scientific and technological developments. 
It is therefore the purpose of this title to provide assistance to the States 
so that they may improve their vocational education programs through 
area vocational education programs approved by State boards of voca- 
tional education as providing vocational and related technical training 
and retraining for youths, adults, and older persons, including related 
instruction for apprentices, designed to fit them for useful employment as 
technicians or skilled workers in seventifie or technical fields. 


AMENDMENT TO VOCATIONAL EDUCATION ACT OF 1946 
Sec. 802. The Vocational Education Act of 1946 (20 U.S. C. 15i-15m, 


150-15q, 15aa—15)7)) is amended by adding after title II the following new 
title: 
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“TITLE ITI—AREA VOCATIONAL EDUCATION PROGRAMS 
‘““AUTHORIZATION OF APPROPRIATIONS 


“Sec. 301. There is authorized to be appropriated for the fiscal year 
ending June 30, 1959, and for each of the three succeeding fiscal years the 
sum of $15,000,000 for area vocationc! education programs, to be appor- 
tioned for expenditure in the States as provided in section 302. 


‘‘ ALLOTMENTS TO STATES 


“Sec. 302. (a) From the sums appropriated for any fiscal year pur- 
suant to section 301, each State shall be entitled to an allotment of an 
amount bearing the same ratio to such sums as the total of the amounts 
apportioned under title I of this Act, the Act of March 18, 1950 (20 
U.S. C. 31-88), and section 9 of the Act of August 1, 1956 (20 U.S. C. 
84), to such State for such year bears to the total of the amounts so appor- 
tioned to all the States for such year. 

“(b) The amount of any allotment to a State under subsection (a) for 
any fiscal year which the State certifies to the Commissioner will not be 
required for carrying out area vocational education programs (under the 
part of the State plan meeting the requirements of section 305) shall be 
available for reallotment from time to time, on such dates as the Commis- 
sioner may fiz, to other States in proportion to the original allotments to 
such States under subsection (a) for such year. Any amount so reallotted 
to a State shall be deemed part of its allotment under subsection (a). 


“‘PAYMENTS TO STATES 


“Sze. 803. (a) Any amount paid to a State from its allotment under 
section 302 for any fiscal year shall be paid on condition: 

(1) that there shall be spent for such year an equal ameunt in 
State or local funds, or both, for area vocational education programs 
operated under the provisions of this title; 

“(2) that funds appropriated under this title will not be used to 
reduce the amount of State or local funds, or both, being spent for 
vocational education programs operated under provisions of the 
Smith-Hughes Vocational Education Act and titles I and II of 
this Act and reported to the Commissioner, but such State or 
local funds, or both, in excess of the amount necessary for dollar for 
dollar matching of funds allotted to a State under provisions of the 
Smith-Hughes Vocational Education Act and titles I and II of this 
Act may be used to match funds appropriated under this title; 

““(3) that funds appropriated under section 801 of this title shall 
be used exclusively for the training of individuals designed to fit 
them for useful employment as highly skilled technicians in recog- 
nized occupations requiring scientific knowledge, as determined by 
the State board for such State, in fields necessary for the national de- 
fense. 

““(b) The Commissioner shall, prior to the beginning of each calendar 
quarter or other period prescribed by him, estimate the amount to be paid 
to each State for area vocational education programs under this title for 
such period; and shall pay to the State, from the allotment available there- 
for, the amount so estimated by him for such period, reduced or increased, 
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as the case may be, by any sum (not previously adjusted under this sub- 
section) by which he finds that his estimate of the amount to be paid to the 
State for any prior period for such purpose under this title was greater 
or less than the amount which should have been paid to the State for such 
prior period under this title for such purpose. Such payments shall be 
made in such installments as the Commissioner may determine. 


“USE OF FUNDS 


“Sec. 304. (a) Funds paid to a State under this title for area vocational 
education programs may be used, in carrying out such programs (under 
the part of the State plan meeting the requirements of section 305), for— 

(1) maintenance of adequate programs of administration, super- 
vision, and teacher-training; 

(2) salaries and necessary travel expenses of State or local school 
personnel, including teachers, coordinators, supervisors, vocational 
oe counselors, teacher-trainers, directors, administrators, and 
others; 

i ““(3) travel expenses of members of advisory committees or State 
oards; 

“(4) purchase, rental, or other acquisition, and maintenance and 
repair, of instructional equipment; 

“(5) purchase of instructional supplies and teaching aids; 

“(6) necessary costs of transportation of students; 

“(7) securing necessary educational information and data as a 
basis for the proper development of area vocational education pro- 
grams and programs of vocational guidance; 

““(8) travning and work-experience training programs for out-of- 
school youths; 

(9) related instruction for apprentices; and 

(10) determining the need for, and planning and developing, 
area vocational education programs. 

“(b) Any equipment and teaching aids purchased with funds appro- 
priated to carry out the provisions of this title shall become the property 
of the State. 


“ADDITIONAL STATE PLAN REQUIREMENTS 


“Sec. 305. (a) To be eligible to participate in this title the State plan 
must be amended to include a new part which— 

““(1) designates the State board as the sole agency for administra- 
tion of such part of the plan (or for the supervision of the adminis- 
tration thereof by State or local educational agencies) ; 

“(2) provides minimum qualifications for teachers, teacher- 
trainers, supervisors, directors and others having responsibilities 
under the plan; 

“(3) shows the plans, policies, and methods to be followed in 
carrying out such part of the State plan; 

“(4) provides such accounting, budgeting, and other fiscal methods 
and procedures as are necessary for the proper and efficient admin- 
istration of such part of the State plan; and — 

““(5) provides that the State board will make such reports to the 
Commissioner, in such form and containing such information, as 
are reasonably necessary to enable the Commissioner to perform his 
functions under this title. 
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‘““(b) The Commissioner shall approve a part of any plan for purposes 
of this title if he finds that it fulfills the conditions specified in subsection 
(a) of this section. 

“(e) Whenever the Commissioner after reasonable notice and oppor- 
tunity for hearing to the State board finds that— 

“(1) the part of the State plan approved under subsection (b) 
has been so changed that it no longer complies with any provision 
required by subsection (a) of this section to be included in such part; 
or 

““(2) inthe administration of such part of the plan there is a failure 
to comply substantially with any such provision; 

the Commissioner shall notify such State board that no further payments 
will be made to the State from its allotments under section 302 (or, in his 
discretion, that further payments will not be made to the State for projects 
under or portions of such part of the State plan affected by such failure) 
until he is satisfied that there is no longer any such failure. Until he is 
so satisfied the Commissioner shall make no further payments to such 
State from its allotments under section 302 (or shall limit payments to 
projects under or portions of such part of the State plan in which there 
is no such failure). 

“(d) (1) If any State is dissatisfied with the Commissioner’s action 
under subsection (c) of this section, such State may appeal to the United 
States court of appeals for the circuit in which such State is located. 
The summons and notice of appeal may be served at any place in the 
United States. The Commissioner shall forthwith certify and file in the 
court the transcript of the proceedings and the record on which he based 
his action. 

“(2) The findings of fact by the Commissioner, unless substantially 
contrary to the weight of the evidence, shall be conclusive; but the court, 

for good cause shown, may remand the case to the Commissioner to take 
further evidence, and the Commissioner may thereupon make new or 
modified findings of fact and may modify his previous action, and shall 
certify to the court the transcript and record of the further proceedings. 
Such new or modified findings of fact shall likewise be conclusive unless 
substantially contrary to the weight of the evidence. 

““(3) The court shall have jurisdiction to affirm the action of the Com- 
missioner or to set it aside, in whole or in part. The judgment of the 
court shall be subject to review by the Supreme Court of the United States 
upon certiorari or certification as provided in title 28, United States Code, 
section 1254. 


** APPROPRIATIONS FOR ADMINISTRATION 


“Sze. 306. There are hereby authorized to be included for each fiscal 
year in the appropriations for the Department of Health, Education, and 
Welfare such sums as are necessary to administer the provisions of this 
title. 

““ DEFINITIONS 


“Sec. 807. For purposes of this title— 

‘“(a) The term ‘State’ includes Alaska, Hawaii, the Virgin Islands, 
Puerto Rico, the District of Columbia, and Guam. 

“(b) The term ‘Commissioner’ means the Commissioner of Education. 

“(e) The terms ‘State plan’ and ‘State board’ shall have the meaning 
which said terms have in the Act approved February 23, 1917 (839 Stat. 
929, ch. 114). 
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‘“(d) The term ‘area vocational education program’ means a program 
consisting of one or more less-than-college-grade courses conducted under 
public supervision and control and on an organized, systematic class basis, 
which is designed to fit individuals for useful employment as technicians 
or skilled workers in recognized occupations requiring scientific or tech- 
nical knowledge, and which is made a to residents of the State or 
an area thereof designated and approved by the State board, who either 
have com pleted j qunvor high school or, vensnines of their school credits, are 
at least sixteen years of age and can reasonably be expected to profit by the 
instruction offered.” 


TITLE IX—SCIENCE INFORMATION SERVICE 
FUNCTIONS OF THE SERVICE 


Sec. 901. The National Science Foundation shall establish a Science 
Information Service. The Foundation, through such Service, shall (1) 
provide, or arrange for the provision of, indexing, abstracting, translating, 
and other services leading to a more effective dissemination of scientific 
information, and (2) undertake programs to develop new or improved 
methods, including mechanized systems, for making scientific information 
available. 

SCIENCE INFORMATION COUNCIL 


Sec. 902. (a) The National Science Foundation shall establish, in the 
Foundation, a Science Information Council (hereafter in this title referred 
to as the “C ‘ouncil’’) consisting of the Librarian of Congress, the director 
of the National Library of Medicine, the director of the Department of 
Agriculture library, and the head of the Science Information Service, 
each of whom shall be ex officio members, and fifteen members appointed 
by the Director of the National Science Foundation. The Couneil shall 
annually elect one of the appointed members to serve as chairman until 
the next election. Sia of the appointed members shall be leaders in the 
fields of fundamental science, six shall be leaders in the fields of librarian- 
ship and scientific documentation, and three shall be outstanding repre- 
sentatives of the lay public who have demonstrated interest in the problems 
of communication. Each appointed member of such Council shall hold 
office for a term of four years, except that (1) any member appointed to 
jul a vacancy occurring prior to the expiration of the term for which his 
predecessor was appovinted shall be appointed only for the remainder 
of such term, and (2) of the members first appointed, four shall hold 
office for a term of three years, four shall hold office for a term of two 
years, and three shall hold office for a term of one year, as designated by 
the Director of the National Science Foundation at the time of appoint- 
ment. No appointed member of the Council shall be eligible for reap- 
pointment until a year has elapsed since the end of his preceding term. 

(6) It shall be the duty of the Council to advise, to consult with, and 
to make recommendations to, the head of the Science Information Service. 
The Council shall meet at least twice each year, and at such other times 
as the majority thereof deems appropriate. 

(c) Persons appointed to the Council shall, while serving on business 
of the Council, receive compensation at rates fixed by the National Science 
Foundation, but not to exceed $50 per day, and shall also be entitled to 
recewe an allowance for actual and necessary travel and subsistence 
expenses while so serving away from their places of residence. 
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AUTHORITY FOR CERTAIN GRANTS AND CONTRACTS 


Sze. 903. In carrying out its functions under this title, the National 
Science Foundation shall have the same power and authority it has 
under the National Science Foundation Act of 1950 to carry out its 
functions wnder that Act. 


APPROPRIATIONS AUTHORIZED 


Sec. 904. There are hereby authorized to be appropriated for the fiscal 
year ending June 30, 1959, and for each succeeding fiscal year, such sums 
as may be necessary to carry out the provisions of this title. 


TITLE X—MISCELLANEOUS PROVISIONS 
ADMINISTRATION 


Szc. 1001. (a) The Commissioner is authorized to delegate any of his 
functions under this Act, except the making of regulations, to any officer 
or employee of the Office of Education. 

(b) In administering the titles of this Act for which he 1s responsible, 
the Commissioner is authorized to utilize the services and facilities of 
any agency of the Federal Government and, without regard to section 3709 
of the Revised Statutes of the United States (41 U.S. C., sec. 5), of any 
other public or nonprofit agency or institution, in accordance with agree- 
ments between the Secretary and the head thereof. 

(ec) The Commissioner shall include in his annual report to the Congress 
a full report of the activities of the Office of Education under this Act, 
including recommendations for needed revisions in the provisions thereof. 

(d) The Secretary shall advise and consult with the heads of depart- 
ments and agencies of the Federal Government responsible for the admin- 
istration of scholarship, fellowship, or other educational programs with 
a view to securing full information concerning all specialized scholarship, 
fellowship, or other educational programs administered by or under any 
such department or agency and to developing policies and procedures 
which will strengthen the educational programs and objectives of the 
institutions of higher education utilized for such purposes by any such 
department or agency. 

(e) Any agency of the Federal Government shall exercise its functions 
under any other law in such manner as will assist in carrying cut the 
objectives of this Act. Nething in this Act shall be construed as supersed- 
ing or limating the authority of any such agency under any other law. 

(f) No part of any funds appropriated or otherwise made available for 
expenditure under authority of this Act shall be used to make payments 
or loans to any individual unless such individual (1) has executed and 
filed with the Commissioner an affidavit that he does not believe in, and is 
not a member of and does not support any organization that believes in or 
teaches, the overthrow of the United States Government by force or violence 
or by any illegal or unconstitutional methods, and (2) has taken and 
subscribed to an oath or affirmation in the following form: “I do solemnly 
swear (or affirm) that I will bear true faith and allegiance to the United 
States of America and will support and defend the Constitution and laws 
of the United States against all its enemies, foreign and demestic.”” The 
provisions of section 1001 of title 18, United States C ‘ode, shall be appli- 
cable with respect to such affidavits. 
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ADVISORY COMMITTEES 


Szc. 1002. (a) The Commissioner, with the approval of the Secretary, 
may appoint an advisory committee, or advisory committees, to advise 
and consult with him with respect to the administration of the provisions 
of this Act for which he is responsible. Any such committee shall have 
twelve members as follows: 

(1) Four members who are recognized scholars in any of the 
following fields: engineering, mathematics, or science; 
(2) Four members who are recognized scholars in any of the 
fields of the humanities; and 
(3) Four members from such fields of endeavor as the Commis- 
sioner deems appropriate. 
Members of an advisory committee appointed under this section, while 
attending conferences or meetings of the committee, shall be entitled to 
receive compensation at a rate to be fixed by the Secretary, but not exceeding 
$50 per diem, and while away from their homes or regular places of busi- 
ness they may be allowed travel expenses, including per diem in lieu of 
subsistence, as authorized by law for persons in the Government service 
employed intermittently. 


EXEMPTION FROM CONFLICT-OF-INTEREST LAWS OF MEMBERS OF 
ADVISORY COMMITTEES OR INFORMATION COUNCIL 


Sec. 1003. (a) Any member of an advisory committee or information 
council appointed under this Act is hereby exempted with respect to such 
appointment, from the operation of sections 281, 283, 284, and 1914 of 
title 18 of the United States Code, and section 190 of the Revised Statutes 
(6 U. S. C. 99), except as otherwise specified in subsection (5) of this 
section. 

(6) The exemption granted by subsection (a) shall not extend— 

(1) to the receipt or payment of salary in connection with the 
appointee’s Government service from any source other than the private 
employer of the appointee at the time of his appointment, or 

(2) during the period of such appointment, and the further period 
of two years after the termination thereof, to the prosecution or 
participation in the prosecution, by any person so appointed, of 
any claim against the Government involving any matter concerning 
which the appointee had any responsibility arising out of his ap- 
pointment during the period of such appointment. 


ADMINISTRATION OF STATE PLANS 


Sec. 1004. (a) No State plan submitted under one of the titles of this 
Act shall be approved by the Commissioner which does not— 

(1) provide, in the case of a plan submitted under title III or 
under title V, or section 1009 of this title, that the State educational 
agency will be the sole ageney for administering the plan; 

(2) provide that such commission or agency will make such reports 
to ihe Commissioner, in such form and containing such information, 
as may be reasonably necessary to enable the Commissioner to per- 
form his duties under such title or section; and 

(3) provide for such fiscal control and fund accounting procedures 
as may be necessary to assure proper disbursement of and account- 
ing for Federal funds paid to the State under such title or section. 
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(b) The Commissioner shall not finally disapprove any State plan sub- 
mitted under this Act, or any modification thereof without first affording 
. agency administering the plan reasonable notice and opportunity for a 

earing. 

(c) Whenever the Commissioner, after reasonable notice and opportunity 
for hearing to the agency administering a State plan approved under one 
of the titles of this Act, finds that— 

(1) the State plan has been so changed that it no longer complies 
with the provisions of this Act governing its original approval, or 
(2) in the administration of the plan there is a failure to comply 
substantially with any such provision, 
the Commissioner shall notify such State agency, in the case of a plan 
submitted under title III or V or section 1009 of this title, that no further 
payments will be made to the State under such title or section (or, in his 
discretion, further payments to the State will be limited to programs under 
or portions of the State plan not affected by such failure), until he rs 
satisfied that there will no longer be any failure to comply. Until he is 
so satisfied, the Commissioner shall make no further payments to such 
State under such title or section, as the case may be (or shall limit pay- 
ments to programs under or portions of the State plan not affected by such 
failure). 


JUDICIAL REVIEW 


Szc. 1005. (a) If any State is dissatisfied with the Commissioner’s 
Jinal action with respect to the approval of its State plan submitted under 
this Act, or with respect to his final action under section 1004 (c). such 
State may, within sixty days after notice of such action, file in the United 
States district court for the district in which the capital of the State is 
located, a petition to review such action. The petition for review shall (1) 
contain a concise statement of the facts upon which the appeal is based 
and (2) designate that part of the Commissioner’s decision sought to be 
reviewed. 

(6) Notification of the filing of the petition for review shall be given 
by the clerk of the court by mailing a copy of the petition to the Com- 
missioner. 

(c) No costs or docket fees shall be charged or imposed with respect to 
any judicial review proceedings, or appeal therefrom, taken under this 
Act. 

(d) Upon receipt of the petition for review the Commissioner shall, 
within twenty days thereafter, certify and file in the court the record on 
review, consisting of the complete transcript of the proceedings before the 
Commissioner. No party to such review shall be required, by rule of 
court or otherwise, to print the contents of such record filed in the court. 

(e) The court after review may dismiss the petition or deny the relief 
prayed for, or may suspend, modify, or set aside, in whole or in part, 
the action of the Commissioner, or may compel action unlawfully with- 
held. The judgment of the court shall be subject to review as provided 
wm section 1291 and 1254 of title 28 of the United States Code. 


METHOD OF PAYMENT 


Sec. 1006. Payments under this Act to any individual or to any 
State or Federal agency, institution of higher education, or any other 
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organization, pursuant to a grant, loan, or contract, may be made in 
installments, and in advance or by way of reimbursement, and, in the 
case of grants or loans, with necessary adjustments on account of overpay- 
ments or underpayments. 


ADMINISTRATIVE APPROPRIATIONS AUTHORIZED 


Sec. 1007. There are hereby authorized to be appropriated for the 
Jjiscal year ending June 30, 1959, and for each fiscal year thereafter, 
such sums as may be necessary for the cost of administering the provisions 
of this Act, including the administrative expenses of State commissions. 


ALLOTMENTS TO TERRITORIES AND POSSESSIONS 


Sec. 1008. The amounts reserved by the Commissioner under sections 
302 and 502 shall be allotted by the Commissioner among Alaska, Hawaii, 
Puerto Rico, the Canal Zone, Guam, and the Virgin Islands, according 
to their respective needs for the type of assistance furnished under the 
part or title in which the section appears. 


IMPROVEMENT OF STATISTICAL SERVICES OF STATE 
EDUCATIONAL AGENCIES 


Sec. 1009. (a) For the purpose of assisting the States to improve and 
strengthen the adequacy and reliability of educational statistics provided 
by State and local reports and records and the methods and techniques 
for collecting and processing educational data and disseminating infor- 
mation about the condition and progress of education in the States there 
are hereby authorized to be appropriated for the fiscal year ending June 
30, 1959, and each of the three succeeding fiscal years, for grants to 
States under this section, such sums as the Congress may determine. 

(b) Grants under this section by the Commissioner shall be equal to 
one-half of the cost of State educational agency programs to carry out the 
purposes of this section, including (1) improving the collection, analysis, 
and reporting of statistical data supplied by local educational units, 
(2) the development of accounting and reporting manuals to serve as guides 
for local educational units, (3) the conduct of conferences and training for 
personnel of local educational units and of periodic reviews and evaluation 
of the program for records and reports, (4) improving methods for obtain- 
ung, from other State agencies within the State, educational data not 
collected by the State educational agency, or (6) expediting the processing 
and reporting of statistical data through installation and operation of 
mechanical equipment. The total of the payments to any State under 
this section for any fiscal year may not exceed $50,000. 

(c) Payments with respect to any program of a State educational 
agency under this section may be made (1) only to the extent it is a new 
program or an addition to or expansion of an existing program, and (2) 
only af the State plan approved under subsection (d) includes such 
program. 

(d) The Commissioner shall approve any State plan for purposes of 
this section if such plan meets the requirements of section 1004 (a) and 
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sets forth the programs proposed to be carried out under the plan and the 
general policies to be followed in doing so. 
And the Senate agree to the same. 


GraHaM A, BaRDEN, 

CLEVELAND M. BalLey, 

Cari E.uiortt, 

Lee METCALF, 

Carroitt D. Kearns, 

H. G. Haske 1, Jr., 
Managers on the Part of the House. 


Lister Hit, 
Pat McNamara, 
RateH YARBOROUGH, 
H. ALEXANDER SMITH, 
Gorpon ALLOoTT, 
Managers on the Part of the Senate. 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 13247) to strengthen the national defense and to 
encourage and assist in the expansion and improvement of educational 
programs to meet critical national needs; and for other purposes, 
submit the following statement in explanation of the effect of the 
action agreed upon by the conferees and recommended in the ac- 
companying conference report: 

The Senate struck out all of the House bill after the enactin 
clause and inserted a substitute. The committee of conference datood 
upon a substitute for both the House bill and the Senate amendment. 
The differences between the House bill and the substitute agreed 
upon in conference are noted in the following outline, except for minor, 
technical, and conforming changes. 


Trirte I—GENERAL PROVISIONS 


The provisions of this title in the conference substitute are sub- 
stantially the same as those in the House bill, except that changes 
have been made in the findings and declaration of policy to make it 
consistent with the agreement reached by the conferees. 


Tirte II—Loans To SrupeEents In INstituTions oF HIGHER 
EDUCATION 


The provisions of the House bill enable the Commissioner to 
stimulate and assist in the establishment at institutions of higher 
education of funds for the making of low-interest loans to students in 
need thereof to pursue their courses of study, and to make loans to 
institutions to enable them to establish the funds where necessary. 
The Senate provision for loans differed substantially. The conference 
substitute adopts the House bill, with several changes which are 
generally of minor importance. These changes are the following: 

(1) The Senate amendment required no matching of Federal funds. 
The requirement in the House bill of 20 percent matching by colleges 
of Federal funds is reduced in the conference substitute to 10 percent 
matching. 

(2) The House bill provided that interest on student loans would 
be at the rate of 2 percent per year while the student was in school 
and for 1 year thereafter. Thereafter the loan would bear interest at 
the rate of 4 percent per year. The Senate amendment, in its loan 
title, provided for interest at the rate of 2 percent per year, beginning 
1 year after the student finished school. The conference substitute 
provides for interest at the rate of 3 percent per year, beginning 1 
year after the borrower ceases to be a full-time student at an institu- 
tion of higher education. 
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(3) The Senate amendment provided that the loan would be can- 
celed for service as a full-time teacher in an elementary or secondary 
school at the rate of 20 percent of the unpaid balance of the loan (plus 
interest thereon) for each academic year of such service. The con- 
ference substitute provides for the cancellation of one-half of the loan 
for teaching over a 5-year period in public elementary or secondary 
schools. 

(4) Under the House bill, loans would be repaid in equal annual 
installments. The conference substitute adopts a provision of the 
Senate amendment making it explicit that repayments may be made 
in installments which are graduated. 

(5) The conference substitute also adopts a provision, taken from 
the Senate amendment, suspending payments on principal, and inter- 
est accruals, while the borrower is in the Armed Forces (but not for 
more than 3 years). 

(6) The House bill provided that loans shall be made without 
discrimination based upon race, color, religion, national origin, or sex. 
The conference substitute omits this provision. 

(7) The conference substitute incorporates a provision of the 
Senate amendment that in making loans special consideration shall 
be given to persons whose academic background indicates a superior 
capacity or preparation in science, mathematics, engineering, or 
modern foreign language, and primarily to persons with a superior 
academic background who express a desire to teach in elementary or 
secondary schools. 


Tite IIJ—FrnanciaL ASSISTANCE FOR STRENGTHENING SCIENCE, 
MATHEMATICS, AND MopreRN ForrerGgn LANGUAGE INSTRUCTION 


The House bill authorized the appropriation of $60,000,000 for 
fiscal 1959 and each of the 3 succeeding fiscal years for making pay- 
ments to State educational agencies for the acquisition of equipment 
suitable for use in providing education in science, mathematics, or 
modern foreign language and for minor remodeling of the laboratory 
or other space used for such material and equipment. The bill also 
authorized the appropriation of $5,000,000 for making payments to 
the States for expansion or improvement of supervisory or related 
services in the fields of science, mathematics, and modern foreign 
languages, and the administration of the State plan. 

The Senate amendment follows the House bill with two exceptions. 

First, the authorization of appropriations in the Senate amendment 
for laboratory equipment and minor remodeling was $70,000,000 per 
year. 

Secondly, the Senate amendment provided that 12 percent of the 
sums appropriated for laboratory equipment and minor remodeling 
would be used for making loans to private nonprofit schools. The 
sums available for loans would be allotted among the States on the 
basis of the relative numbers of children enrolled in private nonprofit 
elementary and secondary schools in the respective States. The loans 
would be made for the same purposes that the grants could be made 
under the title. The loans would bear interest at one-quarter of 1 
percent per year above the rate equal to the current average yield 
on all outstanding marketable obligations of the United States (ad- 
justed to the nearest one-eighth of 1 percent), and shall mature not 
later than 10 years after the loan is made. 
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The conference substitute is substantially the same as the Senate 
amendment. 


TirLe [V—NatTionaL DerensE FELLOWSHIPS 


Both the House bill and the Senate amendment provided for the 
award of 1,000 fellowships for fiscal 1959, and 1,500 such fellowships 
for each of the next 3 fiscal years, for periods of study not in excess 
of 3 academic years. The only difference between the two versions 
was a provision in the House bill that the fellowships be awarded 
without discrimination based upon race, color, religion, national origin, 
or sex. The substitute agreed upon in conference adopts the language 
of the Senate amendment. 


Tite V—GurImpaNck, CouNSELING, AND TxEsTING; IDENTIFICATION 
AND ENCOURAGEMENT OF ABLE STUDENTS 


Part A—State Programs 


Both versions provide substantially similar programs of Federal 
assistance in the establishment and maintenance of programs of test- 
ing and guidance and counseling. The Senate amendment differs 
from the House bill in providing that where a State participating in 
the program is not authorized to use State funds for testing students 
in private nonprofit secondary schools to determine aptitude and 
ability, the Commissioner may arrange for testing such students, and 
would pay the cost thereof for fiscal 1959, and one-half the cost thereof 
for any of the 3 succeeding fiscal years, out of the State’s allotment. 
This testing program would be comparable to that carried out in the 


public schools. The conference substitute is substantially the same 
as the Senate bill. 


Part B—Institutes in Guidance and Counseling 


Both the House bill and the Senate amendment provided for the 
establishment of institutes in guidance and counseling, although in 
somewhat different language. The differences of substance between 
the two versions are as follows: 

(1) The House bill authorized the appropriation of $6,000,000 for 
fiscal 1959, and for each of the 3 succeeding fiscal years, while the 
Senate amendment authorized the appropriation of $6,250,000 for 
fiscal 1959, and $7,250,000 for each of the 3 succeeding fiscal years. 

(2) The House bill, unlike the Senate amendment, contained a 
provision providing that the institutes would place emphasis upon the 
counseling and guidance of gifted students. 

(3) Under the House bill a person employed by a public school 
system who is engaged in guidance and counseling on a full or part- 
time basis would receive a stipend at the rate of $75 per week, plus 
$15 a week for each dependent, except that no one would receive more 
than his last rate of salary during the preceding academic year. The 
Senate amendment provided for payments of stipends and allowances 
for dependents to personnel and teachers engaged in, or preparing to 
engage in, counseling and guidance in public secondary schools, but 
no maximum permissible amount was provided for such stipends and 
allowances. 

The conference substitute adopts the language of the Senate amend- 
ment, except that the provisions of the House bill limiting the amount 
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of stipends to $75 a week and of dependents’ allowances to $15 per 
dependent per week are included in the substitute. 


Titte VI—LANGUAGE DEVELOPMENT 


The House bill and Senate amendment both authorized the Com- 
missioner to contract for the operation by institutions of higher edu- 
cation during fiscal 1959 through fiscal 1962 of short-term or regular 
session institutes for advanced training, particularly in the use of 
new teaching methods and instructional materials, for individuals who 
are engaged in or preparing to engage in the teaching, or supervising 
or training teachers of any modern foreign language in schools at the 
elementary or secondary level. No specific authorization of appro- 
priations is provided for such institutes in the House bill, but for 
carrying out all of title IV of the House bill (relating to language 
development), section 404 authorizes an appropriation of not to 
exceed $4,500,000 for each of the 4 fiscal years of the program. The 
Senate amendment for each of the 4 fiscal years of the program 
authorizes the appropriation of $7,250,000 for such institutes. 

Both versions would also provide for the payment of stipends and 
dependents’ allowances to persons attending the institutes. The 
House bill also provided for travel to and from their places of residence 
of individuals attending such institutes and their dependents. The 
Senate version has no similar provision. 

The substitute agreed upon in conference adopts the Senate version, 
except that it provides that a person attending a language institute 
shall be eligible (after application) therefor to receive a stipend at 
the rate of $75 per week for the period of his attendance at such 
institute, and each such person with 1 or more dependents shall 
receive an additional stipend of $15 per week for each such dependent. 

The House bill and the Senate amendment both provided for lan- 
guage and area centers and for research and studies in language instruc- 
tion. The conference substitute is the same as the House bill, except 
that the appropriation of $8,000,000 is authorized, instead of 
$4,500,000, as provided in the House bill for all language development. 


Titte VII—Resrarcu AND EXPERIMENTATION IN More EFFECTIVE 
Utimization or Trnevistion, Rapio, Motion Pictures, aNnD 
Retatep Mepis ror EpucaTIONAL PURPOSES 


The House bill authorized an appropriation of $2 million a year for 
4 years to enable the Commissioner of Education, through grants or 
contracts, to undertake functions detailed in paragraphs (1) through 
(5) of section 701 of the House bill, to enable him to provide (upon 
request) advice, counsel, and technical assistance to State or local 
educational agencies or institutions of higher education undertaking 
to utilize television, radio, motion pictures, and related communica- 
tions media in providing education. 

The Senate amendment authorized an appropriation of $5,000,000 
for the fiscal year ending June 30, 1959, and $10,000,000 for each of 
the 3 succeeding years to carry out research and experimentation 
(directly or through grant or contract) with respect to adaptation and 
utilization of television, radio, motion pictures, and related com- 
munications media for educational purposes and to disseminate infor- 
mation with respect to new educational media. 
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The Senate amendment also established in the Office of Education 
an Advisory Committee on New Educational Media, and permitted 
the Commissioner of Education to secure (without regard to the civil- 
service laws) the assistance and advice of persons who are expert in the 
adaptation and utilization of television, radio, motion pictures, and 
other related media of communication for educational purposes. 

The conference substitute is the same as the Senate amendment, 
except that (1) it would authorize the appropriation of $3,000,000 for 
fiscal 1959 and $5,000,000 for each of the next 3 fiscal years, and (2) 
it permits the Commissioner to carry out research and experimenta- 
tion only through grants and contracts. 


Tirte VIIJ—Arga Vocationa, Epucation Programs 


The Senate amendment included a title relating to area vocational 
programs which had no counterpart in the House bill. This title was 
designed to provide assistance to the States so that they could improve 
and expand their vocational education programs through area voca- 
tional education programs; approved by State boards as providing 
vocational and related technical training and retraining for youths, 
adults, and older persons, including related instruction for apprentices, 
designed to fit them for useful employment as technicians or skilled 
workers in scientific and technical fields. 

The title amends the Vocational Education Act of 1946 (the 
George-Barden Act) by adding the following new title: 


Titte Il]—Area Vocations, Epucation ProGRAMS 


Section 301—Authorization of appropriations 


This section authorizes appropriation of $20,000,000 for fiseal 1959 
and each of the 3 succeeding fiscal years. 


Section 302—Allotments to States 


The amounts appropriated are to be allotted to the States in the 
same ratio as the total amounts allotted under title I of the Vocational 
Education Act of 1946, the act of March 18, 1950, and section 9 of 
the act of August 1, 1956. 

The amounts allotted to a State, but not required by it (according 
to its certification), would be available for reallotment to other States. 


Section 303— Payments to States 


The payments shall be made on the condition that the State will 
match the grants on a 50-50 basis and that the amounts granted will 
not be used to reduce State or local funds used for vocational educa- 
tion programs under the Smith-Hughes and George-Barden Acts, 
although State and local funds under those laws in excess of what is 
needed for 50-50 matching could be used to match the new Federal 
funds. 

This section provides payments to the States on the basis of esti- 
mates, with necessary adjustments for overpayments or under- 
payments in previous periods, on a quarterly basis or any other period 
prescribed by the Commissioner. The payments could be made in 
installments determined by the Commissioner. 

The section also provides that funds appropriated for this program 
will be used exclusively for training of individuals designed to fit them 
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for useful employment as highly skilled technicians or semiprofessional 
personnel in recognized occupations requiring scientific knowledge in 
fields necessary for the national defense. 


Section 304—Use of funds 


Amounts allotted under this title could be used for administration, 
supervision, and teacher-training expenses; for salaries and travel 
expenses for school personnel; for travel expenses for advisory com- 
mittees; for purchase and rental of instructional equipment (and 
maintenance and repair thereof) and purchase of instructional supplies 
and teaching aids; for transportation of students; for securing neces- 
sary educational information for development of programs; for train- 
ing and work experience for out-of-school youth; for related instruction 
for apprentices; and for determining the need for and planning of the 
programs. 

Any equipment obtained by the use of the allotted funds would 
become State property. 


Section 305— Additional State plan requirements 


In order for a State to qualify for assistance under this title, its 
State plan must be amended to— 

(1) Designate the State board as the sole agency for the plan’s 
administration or provide for the supervision of its administration 
by State or local educational agencies; 

(2) Set up minimum qualifications for persons having responsi- 
bilities under the plan; 

(3) Outline specific plans, policies, and methods for carrying 
out the State plan; 

(4) Provide for proper accounting and budgeting methods and 
provide for the making of necessary reports to the Commissioner. 

Any plan meeting these requirements would be approved by the 
Commissioner. 

If the Commissioner subsequently finds the State has failed to 
comply substantially with the above requirements in administration 
of the plan or because of a change in State plan, he shall, upon notify- 
ing the State board, stop further payments or limit such payments 
to parts of the plan not affected by such failure until such time as 
the State has complied with the requirements. Such action may 
only be taken after notice and opportunity for hearing has been 
accorded the State board. 

The State may appeal the Commissioner’s decision to the United 
States court of appeals. The summons and the notice of appeal may 
be served at any place in the United States. The findings of fact 
of the Commissioner are conclusive unless substantially contrary to 
the weight of evidence; but the court, for good cause shown, may 
remand the case to the Commissioner for further evidence to be 
taken. The court would have jurisdiction to affirm or set aside the 
decision in whole or in part. The judgment of the court of appeals 
would be subject to review by the Supreme Court of the United States. 


Section 306—Appropriations for administration. 


This section authorizes the inclusion in the appropriations of the 
Department of Health, Education, and Welfare of such sums as shall 
be necessary to administer this new title of the George-Barden Act. 
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Section 307——Definitions 


This section provides definitions of the terms listed below to be 
used for the purposes of the new title. 

(1) The term “State” includes Alaska, Hawaii, the Virgin Islands, 
Puerto Rico, the District of Columbia, and Guam. 

(2) The term ‘Commissioner’? means the Commissioner of Educa- 
tion. 

(3) The terms “State plan” and “State board” have the same mean- 
ing which said terms have in the act approved February 23, 1917 (39 
Stat. 929, ch. 114). 

(4) The term “‘area vocational education program”’ means a program 
consisting of one or more less-than-college-grade courses conducted 
under public supervision and control and on an organized, systematic 
class basis, which is designed to fit individuals for useful employment 
as technicians or skilled workers in recognized occupations requiring 
scientific or technical knowledge, and which is made available to 
residents of the State or an area thereof designated and approved by 
the State board, who either have completed junior high school or, 
regardless of their school credits, are at least 16 years of age and can 
reasonably be expected to profit by the instruction offered. 

The conference substitute is the same as the Senate amendment, 
except that (1) the appropriations authorized are reduced to 
$15,000,000 a year, and (2) the provision in the Senate amendment 
limiting the types of training for which the funds may be used is 
modified to delete the reference therein to “semiprofessional personnel’” 
and to give the State boards of vocational education the function of 
determining what are “recognized occupations requiring scientific 
knowledge.”” Courses in public colleges or public junior colleges, 
which are not offered toward a baccalaureate degree and meet other 
criteria of “‘less-than-college-grade” courses, could be included by the 
State board under this program just as they are today under the 
Smith-Hughes and George Barden Acts. 


Titte [X—Science INFORMATION SERVICE 


Under this provision of the Senate amendment the National Science 
Foundation would be required to establish a Science Information 
Service. The Foundation, through the Service, would provide for 
indexing, abstracting, translating and other services leading to a more 
effective dissemination of scientific information. It would also 
undertake to develop improved methods for making scientific informa- 
tion available. 

The Senate amendment provided for the establishment of a Science 
Information Council by the National Science Foundation within the 
Foundation to advise, consult with, and make recommendations to, 
the head of the Science Information Service. The Council would 
consist of the Librarian of Congress, the Director of the National 
Library of Medicine, the Director of the Department of Agriculture 
Library, and the Head of the Science Information Service, as ex officio 
members. Fifteen additional members would be appointed by the 
Director of the National Science Foundation. Six of the appointed 
members would be experts in the fields of science, six leaders in li- 
brarianship and scientific documentation; and three representatives 
of the lay public interested in the fields of communication. The 
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appointments are for a term of 4 years, except that in order to provide 
for staggered terms, 4 of the members first appointed will serve for a 
term of 3 years, 4 for a term of 2 years, and 3 for a term of 1 year. 
If a member is appointed to fill a vacancy occurring before the expira- 
tion of the term, the appointment shall be only for the remainder of 
such term. No member may be reappointed until after 1 year has 
elapsed since the end of his preceding term. The Council is to meet 
at least twice a year or more often if necessary. 

The National Science Foundation would have the same power and 
authority under this title that it has under the National Science 
Foundation Act of 1950. Under the Senate amendment, all the 
grants under the title were required to be approved by the National 
Seience Board. 

The title authorized the appropriation, starting with the fiscal 
year which ends June 30, 1959, of such amounts as may be necessary 
to carry out the provisions of the title. 

The House bill contained no comparable provision. The conference 
substitute adopts this Senate provision with the single exception that 
the provision which requires grants to be approved by the National 
Seience Board was deleted as unnecessary in light of certain recent 
enactments. 


TitLeE X—MISCELLANEOUS PROVISIONS 


The Senate amendment authorized the delegation by the Commis- 
sioner to any officer or employee of the Office of Education of any of 
his funetions under this act, other than the making of regulations. 
The conference substitute accepts this provision. 

Under the Senate amendment no one could receive a grant or loan 
from funds made available under the act until he executes and files a 
non-Communist affidavit and has taken an oath of allegiance to the 
United States. The conference substitute adopts the provisions of the 
Senate amendment. 

The substitute adopted by the conferees does not include provisions 
which were in the House bill authorizing the Commissioner to accept 
gifts, grants, bequests, or devises for carrying out the provisions of the 
act. ‘There were no comparable provisions in the Senate amendment. 


GrauaMm A. BaRDEN, 

CLEVELAND M. Batey, 

Cart E..iorr, 

Lee Metca.r, 

Carro.tt D. Kearns, 

H. G. Haske 1, Jr., 
Managers on the Part of the House. 
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2d Session No. 2689 


INDEPENDENT OFFICES APPROPRIATION BILL, 1959 


Aveust 22, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Tuomas, from the Committee on Appropriations,”"submitted the 
following 


REPORT 


[To accompany H. R. 13856] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for 
sundry independent executive bureaus, boards, commissions, corpora- 
tions, agencies and offices for the fiscal year ending June 30, 1959, 
and for other purposes. 


PURPOSE OF THE BILL 


On August 4, 1958, the President vetoed H. R. 11574, a bill making 
appropriations for sundry independent offices, and asked the Congress 
to reconsider its action appropriating $589 million to the Civil Service 
Retirement and Disability Fund. The President’s message and the 
bill were referred to the Committee on that day. 

In this bill the Committee has deleted payment to the retirement 
fund in view of the President’s objections. The amount for each of 
the other items is identical with that previously approved by the 
Congress in H. R. 11574 with the exception of the addition of $100,000 
for the Office of the Administrator, General Services Administration, 
to finance the provisions of S. 607, the Presidential retirement bill, 
which was adopted by the Congress on August 21, 1958. The effect 
of statements of Congressional action on items contained in House 
Report No. 1543, Senate Report No. 1656, House Conference Report 
No. 2237, and other legislative history of H. R. 11574, are therefore 
equally applicable to the items contained in this bill. 

20006 
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SUMMARY OF THE BILL 


The total appropriations recommended are $5,993,404,900. Re- 
vised budget estimates considered by the Committee are $5,927,060,- 
500. Included in the bill is $4,938,064,000 for the Veterans’ Admin- 
istration, $464,592,900 for the General Services Administration, 
$130,000, 000 for the National Science Foundation, and the balance is 
for 14 other independent agencies encompassing a wide variety of 
governmental functions. A tabulation giving information on each 
item of appropriation is included at the end of the report. 


CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


Under existing law a certain amount of money is to be put into the 
Civil Service Retirement and Disability Fund every yeur. In ac- 
cordance with law, the Civil Service Commission asked for $589 million 
asan appropriation to keep the retirement fund from becoming more 
insolvent. The President and the Bureau of the Budget denied it. 
The Congress included such amount in the original bill which the 
President subsequently vetoed. 

The present insolvency of the fund is $20.449 billion of which $10.5 
billion has been incurred under the Eisenhower Administration. 

The Committee is bowing to the will of the President but it serves 
notice that in all probability it will insist next year on the same or 
similar action taken by it this year in accordance with the law. 


DEPOSITED BY THE 
4ITED STATES OF AMERICA 
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DEPOSITED BY THE 
UNITED STATES of AMERICA 


85TH CoNGRESS HOUSE OF REPRESENTATIVES REPORT 
9d Session No. 2690 





ADDITIONAL JUDGE FOR THE JUVENILE COURT OF THE 
DISTRICT OF COLUMBIA 


Auaust 22, 1958.—Ordered to be printed 


MA 
READING Roo 
Mr. O’Hara of Minnesota, from the committee of conference, 
submitted the following 


CONFERENCE REPORT 


[To accompany H. R. 7785] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7785) to 
provide for the appointment of an additional judge for the Juvenile 
Court of the District of Columbia, having met, after full and free con- 
ference, have agreed to recommend and do recommend to their re- 
spective Houses as follows: 

That the Senate recede from its amendments numbered (1), (2), 
(3), (4), and (5). 

Tuos. G. ABERNETHY, 
Joun Dowpy, 
Jos. P. O'Hara, 
JoHN J. ALLEN, Jr., 
Managers on the Part of the House. 
JosEePH S. CLARK, 
ALAN BIBLgs, 
J. K. Javits, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7785) to provide for the appointment of an additional 
judge for the Juvenile Court of the District of Columbia, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying confer- 
ence report: 

The House bill provided for the appointment of an additional judge 
for the Juvenile Court of the District of Columbia, and permitted the 


court to appoint its clerk and deputy clerk who would serve at the 
pleasure of the court. 


The Senate amendments dealt with the residence requirements for 
the additional judge, the appointment of the court clerk and deputy 
clerk, and a requirement of quarterly reporting on the operation of 
the court. 

The Senate recedes from its amendments. 


Tuos. G. ABERNETHY, 

Joun Dowpy, 

Jos. P. O’Hara, 

JoHn J. ALLEN, Jr., 
Managers on the Part of the House. 


O 








85TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
9d Session No. 2691 


EFFECTIVE DATES OF COMPENSATION INCREASE§ FOR 
WAGE BOARD EMPLOYEES OF mich: dit 
SEP IIR 


Avucustr 22, 1958.—Ordered to be printed 


Mr. Murray, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany 8. 25] 


The committee of conference on the disagreeing votes of the two 


Llouses on the amendment of the House to the bill (S: 25) entitled 
‘An act relating to effective dates of increases in compensation granted 
to wage board employees,” having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with the following changes: 

On page 2, lines 1 and 2 of the House engrossed amendment, strike 
out “formal collection of data for such wage survey is begun” and 
insert in lieu thereof such wage survey was ordered to be made; and 

On page 4, lines 7 and 8 of the House engrossed amendment, strike 
out “for which the formal collection of data is begun prior to Septem- 
ber 1, 1958’’ and insert in leu thereof which was ordered, prior to 
September 1, 1958, to be made. 

And the House agree to the same. 

Tom Murray, 

James H. Morrison, 

James C. Davis, 

Epwarp H. Ress, 

Rosert J. CorBert, 
Managers on the Part of the House. 

Ou D. Jounsron, 

Dick NEUBERGER, 

Rate YARBOROUGH, 

Tuos. E. Martin, 

Turuston B. Morton, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 25) entitled ‘‘An act relating to effective dates of increases 
in compensation granted to wage board employees,” submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

The House amendment struck out all after the enacting clause and 
inserted a substitute text. 

The committee of conference recommends that the Senate recede 
from its disagreement to the amendment of the House and agree to 
the same with an amendment which makes two changes in the House 
amendment which are discussed below and that the House agree to 
the same. 

The two changes are as follows: 

First, the conference agreement provides that the effective date for 
an increase in compensation pursuant to a wage survey is the Ist day 
of the 1st pay period which begins on or after the 45th day, excluding 
Saturdays end Sundays, following the date on which the wage survey 
was ordered to be made (rather than the date on which formal collec- 
tion of data for the wage survey is begun, as provided by the House 
amendment). 

In making this change with respect to the effective date of an 
increase in compensation pursuant to a wage survey, it is the intent of 
the committee of conference that the words ‘‘the date on which such 
wage survey was ordered to be made” mean that date on which the 
appropriate authority specifically authorizes or orders that the collec- 
tion of data for wage determination purposes be commenced. It is 
not the intent of the committee that the above-quoted words be 
construed to mean, or to include in any way, any date on which those 
administrative functions, activities, preliminary work, or other prepar- 
atory steps, which are preliminary or necessary to the issuance of such 
authorization or order, are being carried on or are authorized or 
ordered to be carried on. Further, it is not the intent of the com- 
mittee that the above-quoted words shall be construed to mean, or to 
include in any way, any date on which it is authorized or ordered that 
a wage survey or surveys is or are generally necessary. 

Second, the conference substitute makes a change in section 4, 
pertaining to the applicability of the provisions of the conference 
substitute, in conformity with the first change made by the conference 
substitute. 

It should be noted that, in connection with supplemental surveys, 
it is the intention of the committee of conference that, when a depart- 
ment or agency uses incomplete wage data collected in the normal 
course of business by the Bureau of Labor Statistics, the Bureau of 
Census, or other duly constituted and authorized data-collecting 
agency of the Federal Government, and supplements such incomplete 
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data with a wage survey of its own in a determination of wage adjust- 
ments, the provisions of paragraph (1) of the first section a the con- 
ference substitute shall apply. 

Tom Murray, 

JaMES H. Morrison, 

James C. Davis, 

Epwarp H. Ress, 

Ropert J. CorBeErr, 

Managers on the Part of the House. 


O 








DEPOSITED By Tye 
STATES oF AMERICA 


851TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2692 


LUMP-SUM PAYMENT OF ANNUAL LEAVE OF DECEASED 
EMPLOYEES AND OTHER MATTERS 


Avuaust 22, 1958.—Ordered to be printed 


Mr. Murray, from the committee of conference, submitted athe 
. . coo 4 Y 
following OF MICHIGAN 


CONFERENCE ‘REPORT SEP 1 49° 
[To accompany H. R. 7710] reanial 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 7710) 
entitled ‘‘An act to provide for the lump-sum payment of all accumu- 
lated and current accrued annual leave of deceased employees,”’ 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 


Amendment numbered 1: 
That the Senate recede from its amendment numbered 1. 
Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment 
as follows: 

In Senate amendment numbered 2 as set forth in the Senate en- 
grossed amendments strike out ‘‘Sxc. 3.” and insert in lieu thereof 
Sec. 2.; and the Senate agree to the same. 

Tom Murray, 

James H. Morrison, 

Epwarp H. Regs, 
Managers on the Part of the House. 

Oun D. JoHNston, 

Dick NEUBERGER, 

RaLpH YARBOROUGH, 

Tuos. E. Martin, 

Turuston B. Morton, 
Managers on the Part of the Senate. 


20006 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 7710) entitled “‘An act to provide for the lump-sum 
payment of all accumulated and current accrued annual leave of 
deceased employees,” submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

Amendment No. 1: This amendment postponed to May 1, 1959, 
the effective date of the increased “odd size’’ penalty rate on mailings 
provided by the Postal Rate Increase Act, 1958, in order to prevent 
undue financial hardship on certain businesses, particularly the seed 
and nursery businesses, which had previously received or ordered 
large supplies of “odd size’’ catalogs. This amendment is eliminated 
for the reason that this matter is covered by other legislation. The 
Senate recedes. 

Amendment No. 2: This amendment provides that any employee in 
the legislative branch of the Federal Government, whose compensa- 
tion is disbursed by the Secretary of the Senate or the Clerk of the 
House of Representatives and who has completed 2 or more years of 
service as an employee of the type described above, may, upon his 
appointment to a position to which the Postal Field Service Compensa- 
tion Act of 1955 applies, have his initial rate of compensation fixed at 
the minimum rate of the appropriate level of the applicable basic 
salary schedule or at any step of that level which does not exceed the 
highest previous rate of compensation received by him during service 
as a legislative employee as described above. This amendment 
corrects an omission in a similar provision contained in section 4 of 
the act of May 29, 1958 (72 Stat. 151; Public Law 85-432), by cover- 
ing those cases involving the appointment of certain legislative em- 
ployees to positions in the postal field service. The House recedes 
with a technical amendment which redesignates a section number. 

Tom Murray, 

JAMES H. Morrison, 

Epwarp H. Ress, 
Managers on the Part of the House. 


O 











85TH CoNGRESS ; HOUSE OF REPRESENTATIVES { 
2d Session 


REIMBURSEMENT FOR DAMAGES TO RYAN-HEMET 
AIRPORT SEP 1¢ 1959 


MAI 
READING ROOK 
Aveust 22, 1958.—Committed to the Committee of the Whole House on the 

State of the Union and ordered to be printed 


Mr. Moss from the Committee on Interstate and Foreign Commerce 
submitted the following 


REPORT 


[To accompany H. R. 4305] 


The Committee on Interstate and Foreign Commerce to whom was 
referred the bill (H. R. 4305) to recognize the Ryan-Hemet Airport 
as a public airport for the purposes of the Federal Airport Act and 
to provide for reimbursement for damage to such airport in accordance 
with such act having considered the same report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 14, strike out “in accordance with” and all that follows 
down through “1950” in line 24, and insert the following: “the sum 
of $100,000”’. 

Page 3, line 6, strike out “under” and all that follows down through 
“section’’ in line 8, and insert the following: 


in the “‘Engineer’s Report on Request for Reimbursement for 
Damages Pursuant to Section 17 of the Federal Airport Act”, 
prepared by King C. Quillman, airport engineer, Region VI, 
Civil Aeronautics Administration, and dated April 18, 1950 


PURPOSE OF THE LEGISLATION 


The purpose of this bill, as amended, is to pay $100,000 to the county 
of Riverside, Calif., as reimbursement for damages done by Depart- 
ment of the Navy aircraft to the Ryan-Hemet Airport between April 
1 and November 1, 1945. 


The county would be required to use these funds for rehabilitation 
of the airport. 
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COMMITTEE ACTION 


Hearings were held on this bill April 16, 1958, by the subcommittee 
on Transportation and Communications at whi a time Hon. D. S. 
Saund, author of the bill, and representatives of Riverside County 
were heard. Statements in opposition to the legislation were sub- 
mitted by the Department of Commerce, the Department of the 
Navy, and the Bureau of the Budget, which are included hereafter 
in this report. The hearings have been printed. 

The bill, as introduced, would have provided reimbursement to the 
county of Riverside in the sum of $237,894.56, which was the estimated 
cost of rehabilitation set forth in the ‘“engineer’s report on request for 
reimbursement for damages pursuant to section 17 of the Federal 
Airport Act,” prepared by King C. Quillman, airport engineer, region 
VI, Civil Aeronautics Administration, dated April 18, 1950., 

After consideration, the subcommittee-recommended an amendment 
to reduce the amount to be paid-to.the county.of Riverside to $100,000, 
and this amendment, with a further clarifying amendment, was 
adopted by. the committee. 


HISTORY OF THE LEGISLATION 


In the subcommittee hearings, it was shown that early in August 
1940, Riverside County purchased 818% acres of land for a public 
airport. The county proceeded to develop this land by removal of 
trees, buildings, and obstructions, extensive grading, soiling, and 
oiling some 3 million square feet of the area, solely for use as a public 
airport, as the county could not expend funds for other than public 
purposes. 

As soon as these preparations were completed, Riverside leased the 
field to the Ryan School for Aeronautics, for training Army aviation 
cadets. After using the field for such training until February 1942, 
Ryan assigned the lease—with the permission of Riverside County— 
to the Defense Plant Corporation. The Defense Plant Corporation 
resurfaced, enlarged, and improved the landing area. 

Between April 1 and November 1, 1945, the Marine Corps used the 
field for practice carrier takeoffs and landings. Aircraft used were 
considerably heavier than the smaller planes for which the airport 
surface was designed. As a result, the airport landing surface was 
practically ruined. 

The field finally was returned to Riverside County in 1948. A num- 
ber of other Federal agencies occupied it during the intervening years. 
None of them maintained the field and it was in near-complete dis- 
integration when finally returned to Riverside County. 

Early in 1950 Riverside County made formal demand of the Civil 
Aeronautics Administration for reimbursement, under section 17 of 
the Federal Airport Act of 1946, for the cost of rehabilitation and 
repair. 

Testimony in the hearings was that the Civil Aeronautics Admin- 
istration at first recognized Riverside County as “‘an eligible peti- 
tioner’’ and requested the Navy Department to appraise the damage, 
but later the CAA decided “Ryan Airport was not a public airport 
within the purview of section 17 of the Federal Airport Act”’ and that 
therefore the CAA was ‘‘not concerned with the county’s claim for 
restoration.” 
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The record shows that the damage done to this airport was caused 
by heavy Marine aircraft and that in 1950 the cost of rehabilitation 
would have been $244,000 (H. Rept. 381, 83d Cong., May 12, 1953). 

A bill to reimburse Riverside County was referred in May 1953, to 
the Court of Claims which held in January 1956 that Ryan-Hemet 
“was not a public airport when the Government took over the field, 
nor when the damage occurred,” and that, therefore, Riverside 
County could not be reimbursed under section 17 of the Federal Air- 
port Act, thus sustaining the legal interpretation previously madé 
by the CAA. 

In reporting this legislation, the committee takes the position that 
Ryan-Hemet is and was a public airport. Certainly the airport 
itself has never been a private airport. The Federal Airport Act 
defines the term “‘public airport’? to mean ‘an airport which is used 
or to be used for public purposes, under the control of a public agency, 
and the landing area of which is publicly owned.” 

Ryan-Hemet qualifies as a publicly owned airport. The committee 
was told that actually even during the time the Ryan School for 
Aeronautics and the various Federal agencies were using the airport, 
it was open to other aircraft and aircraft other than military did land 
at the airport. 

Section 17 of the act sets up the method for reimbursement for 
damage to public airports resulting from use by the Army or Navy. 
Congress intended— 


that the municipalities whose airports were damaged by 
Federal agencies, particularly in connection with military 
operations during the war, were entitled to have such airports 
restored to their former condition at the cost of the Govern- 
ment (H. Rept. 2307, 80th Cong.). 


Section 17— 


authorizes the assaying of the damages done, and when so 
accomplished it becomes a contractual obligation of the 
United States to repair the damages. (94 Congressional 
Record 8496, June 16, 1948.) 


In the hearings, the subcommittee was told that the CAA in 1950 
allowed a similar claim of the city of Visalia, Calif., a neighboring city, 
although Visalia never asserted that its municipal airport was a public 
airport or that it had been used as a public airport before the Army 
took possession of it. 

AGENCY REPORTS 


The committee received and considered the following agency 

reports: 
DEPARTMENT OF COMMERCE, 
Washington, May 22, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in reply to your letter of February 
5, 1957, requesting the views of the Department of Commerce on 
H. R. 4305-85, a bill to recognize the Ryan-Hemet Airport as a public 
airport for the purposes of the Federal Airport Act, and to provide 
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for penemanen for damage to such airport in accordance with 
such act. 

Comparable relief to the county of Riverside, Calif., was provided 
for in H. R. 2294 (83d Cong., 1st sess.), a bill authorizing and direct- 
ing the Secretary of the Treasury * * * to pay, out of any money in 
the Treasury not otherwise appropriated, to the county of Riverside, 
Calif., the sum of $277,738.61. By House Resolution 215, 83d Con- 
gress, lst session, adopted May 9, 1953, it was resolved that H. R. 
2294 be referred to the United States Court of Claims pursuant to 
sections 1492 and 2509 of title 28, United States Code, for “‘such 
findings of fact and conclusions thereon as shall be sufficient to 
inform the Congress of the nature and character of the demand, as a 
claim legal or equitable, against the United States, and the amount 
if any, legally or equitably due from the United States to the claim- 
ant.’’ By decision rendered January 31, 1956, the Court of Claims 
found that “the plaintiff has no legal or equitable claim against the 
United States.”’ 

We are enclosing herewith a copy of the decision of the Court of 
Claims in which the foregoing conclusions were reached. We have 
no reason to disagree with the findings of the court as set forth in 
the enclosed opinion, and accordingly, we find that we cannot recom- 
mend enactment of H. R. 4305-85. 

The Bureau of the Budget advises they have no objection to sub- 
mission of this report. 

Sincerely yours, 
SincLarn WEEKs, 
Secretary of Commerce. 


Executive OFrricE OF THE PRESIDENT, 
BurEAU OF THE Bupaert, 
Washington, D. C., March 26, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrmMan: This is in reply to your letter of Febru- 
ary 5, 1957, requesting the views of this office with respect to H. R. 
4305, a bill to recognize the Ryan-Hemet Airport as a public airport 
for the purposes of the Federal Airport Act, and to provide for reim- 
bursement for damage to such airport in accordance with such act. 

The Secretary of Commerce and the Secretary of the Navy, in the 
reports they are making to your committee on this bill, are recom- 
mending against its enactment for the reasons set out therein, 

This office concurs with the views contained in these reports and 
recommends that this measure will not be enacted. 

Sincerely yours, 
Percy RAPPAPORT, 
Assistant Director. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 3, 1957. 
Hon. Oren Harris, 


hairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Daar Mr. Cuareman: Your request for comment on the bill 
H. R. 4305, a bill to recognize the Ryan-Hemet Airport as a public 
airport for the purposes of the Federal Airport Act, and to provide 
for reimbursement for damage to such airport in accordance with 
such act, has been assigned to this Department by the Secretary of 
Defense for the preparation of a report expressing the views of the 
Department of Defense. 

The purpose of this bill is to hold that the Ryan-Hemet Airport, 
acquired by the county of Riverside, was a public airport on and after 
March 1, 1945. The bill would also waive the statute of limitations 
contained in subsections (d) and (e) of section 17 of the Federal 
Airport Act (49 U. S. C. 1116), thereby allowing reimbursement for 
damages to the airport. . 

Pursuant to House Resolution 215 of the 83d Congress, the Court of 
Claims on January 31, 1956, in the case of County of Riverside, Cali- 
Sornia v. The United States (No. Gong. 1-53), rendered an opinion that 
the county of Riverside has no legal or equitable claim against the 
United States, since the property at the time of damage was not a 
public airport. A portion of the opinion reads as follows: 

‘‘We must conclude, therefore, that the act (Federal Airport Act) 
intended to compensate for damage to public airports only where 
they were public airports at the time of, or immediately prior to, their 
use by the Federal Government. The plaintiff’s airport was not a 
public airport when the Government took over the field nor when the 
damage occurred. Hence, the plaintiff cannot recover under section 
17. Since the quitclaim deed released the Government from any 
liability other than that imposed by section 17, we conclude that 
plaintiff has no legal claim against the Government. 

“Prior to giving the release plaintiff may have had a legal claim 
for damage to the improvements that were made by plaintiff itself 
(Atlantie Coast Line Railroad Oo. v. United States, 129 C. Cls. 137). 
The record does not indicate how much plaintiff’s expectations of 
receiving compensation under the Federal Airport Act, supra, influ- 
enced it in releasing its claims. Plaintiff had reason to feel that the 
Marine Corps’ use of the field was different from anything contem- 
plated by plaintiff when it leased the field. All the same, plaintiff 
may well have decided to release its claim anyway in order to get 
what the Government was offering. 

“Plaintiff’s legal position was, after all, not too strong. True, it 
had the right to receive all the lessee’s improvements that the defend- 
ant chose not to remove. But the Government could freely remove 
all improvements that were not put in by plaintiff itself; it still had 
over 12 years’ tenancy rights in the lease old: and, also, it could buy 
up the whole 318% acres with all improvements for $35,000. It could 
hardly be thought that the Government would spend more than 
$35,000 to repair someone else’s field (save it were impelled by motives 
= some other public policy) when it could purchase the whole field 
or $35,000. 
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“The value of the improvements on plaintiff’s 318% acres was: 
$174,000 in 1948. Plaintiff had spent $15,965 on improvements in 
1940. The record does not disclose what value these original improve- 
ments would have had in 1948. Undoubtedly any increase due to 
inflation was partly offset by normal depreciation, But even if we 
allow a generous amount for the value of plaintiff’s improvements in 
1948, we still must conclude that the value of all other improvements, 
none of which were made at plaintift’s expense and all of which were 
given to plaintiff, greatly exceeded the sum needed to repair the land- 
ing mat in 1948. In addition, the United States gave plaintiff 71.77 
acres with all improvements thereon, constituting an additional value 
of $40,000. 

“The plaintiff asserts that some parts of the property it did not 
want and could not use, and that the most essential installation of the 
airport, its landing mat, was in need of major repairs. The evidence 
shows, however, that hangars and other wallinble improvements were 
being utilized by plaintiff at the time the testimony was taken. In 
view of all the circumstances, we cannot escape the conclusion that 
the plaintiff received far greater value both in the improvements and 
the gift of 71.77 acres of land than the total amount it had invested 
in the property, and that the equities therefore are not in its favor. 

“We find that the plaintiff has no legal or equitable claim against 
the United States.” 

If this bill were passed it would operate to allow a claim under the 
Federal Airport Act, which claim the Court of Claims has held does 
not exist in law or in equity and would serve to vitiate a release which 
the United States obtained for good and valuable consideration. 

In view of the foregoing, the Department of the Navy is opposed 
to the enactment of H. R. 4305. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
to the Congress. 

Sincerely yours, 
E. C. STepHan, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 


CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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Mr. Cooury, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany S. 3420] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 3420) to extend 
and amend the Agricultural Trade Development and Assistance Act 
of 1954, with a recommendation that it do pass, having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That section 101 of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 480, 
83rd Cong.), is amended by striking out the semicolon at the end of 
paragraph (a) thereof and adding “or normal patterns of commercial 
trade with friendly countries;’’. 

Src. 2. Section 103 (b) of such Act is amended to read as follows: 

“(b) Agreements shall not be entered into under this title during the 
period beginning July 1, 1958, and ending December 31, 1959, which will 
call for appropriations to reimburse the Commodity Credit Corporation, 
pursuant to subsection (a) of this section, in amounts in excess of 
$2,250,000 ,000, plus any amount by which agreements entered into in 
prior fiscal years have called or will call for appropriations to reimburse 
the Commodity Credit Corporation in amounts less than authorized for 
such prior fiscal years by this Act as in effect during such fiseal years.”’ 

Sec. 3. (a) Section 104 of such Act is amended by inserting before the 
period at the end of the first sentence of paragraph (h) thereof the following: 
“and for the financing in such amounts as may be specified from time to 
time in appropriation acts of programs for the interchange of persons 
under title II of the United States Information and Educational Exchange 
Act of 1948, as amended (22 U.S. C. 1446)”. 
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(b) Section 104 of the Agr icultural Trade Development and Assistance 
Act of 1954, as amended, is further amended by substituting a semicolon 
for the period at the end of paragraph (k) and adding the following new 
paragraphs: 

“() For the acquisition by purchase, lease, rental or otherwise, of sites 
and buildings and grounds abroad, for United States Government use 
including offices, residence quarters, community and other facilities, and 
for construction, repair, alteration and furnishing of such buildings and 
facilities: Provided, That foreign currencies shall be available for the 
purposes of this subsection (in addition to funds otherwise made available 
Jor such purposes) in such amounts as may be specified from time to time 
m appropriation acts ; 

‘(m) For financing in such amounts as may be specified from time to 
time in appropriation acts (A) trade fair participation and related 
activities authorized by section 3 of the International Cultural Exchange 
and Trade Fair Participation Act of 1956 (22 U. S. C. 1992), and (B) 
agricultural and horticultural fair participation ae related activities; 

“(n) For financing under the direction of the Librarian of Congress, 
in consultation with the National Science Foundation and other interested 
agencies, in such amounts as may be specified from time to time in appro- 
priation acts, (1) programs outside the United States for the analysis and 
evaluation of foreign books, periodicals, and other materials to determine 
whether they would provide information of technical or scientific signifi- 
cance in the Un ited States and whether such books, periodicals, and other 
materials are of cultural or educational significance; (2) the registry, 
indexing, binding, reproduction, cataloging, abstracting, translating, and 
dissemination of books, periodicals, and related materials determined to 
have such significance; and (3) the acquisition of such books, periodicals, 
and other materials and the deposit thereof in libraries and research 
oer in the United States specializing in the areas to which they relate; 

‘(o) For providing assistance, in such amounts as may be specified 
‘ion st to time in appropriation acts, by grant or otherwise, in the 
expansion or operation in foreign countries of established schools, colleges, 
or universities founded or sponsored by citizens of the United States, for 
the purpose of enabling such educational institutions to carry on programs 
of vocational, professional, scientific, technological, or general education; 
and in the supporting of workshops in American studies or American 
educational techniques, and supporting chairs in American studies:’ 


Sec. 4. Section 109 of such Act is amended by striking out “June 30, 
1958” and inserting in lieu thereof “December 31, 1959”’. 
Sze. 5. Section 204 of such Act is amended by ‘str iking out ‘June 30, 


1958” al inserting in lieu thereof “December 31, 1959”’. 

Sec. 6. Section 303 of the Agricultural Trade Development and 
Assistance Act of 1954 is amended to read as follows: 

“Src. 303. The Secretary shall, whenever he determines that such action 
is in the best interest of the United States, and to the maximum extent 
practicable, barter or exchange agricultural commodities owned by the 
Commodity Credit Corporation for (a) such strategic or other materials of 
which the United States does not domestically produce its requirements and 
which entail less risk of loss through deterioration or culetandiolly less 
storage charges as the President may designate, or (b) materials, goods, 
or equipment required in connection with foreign economic and military 
aid and assistance programs, or (c) materials or equipment required in 
substantial quantities for offshore construction programs. He is hereby 


DEPOg EXTENSION AND AMENDMENT OF PUBLIC LAW 480 3 
WNITED _ TED py TH, 

dire TAI 8 racticable means, in cooperation with other Govern- 
ment FS oa practi and make, through private channels, such 
barters or exchanges or to utilize the authority conferred on him by section 4 
(h) of the Commodity Credit Corporation Charter Act, as amended, to 
make such barters or exchanges. In carrying out barters or exchanges 
authorized by this section, no restrictions s be placed on the countries 
of the free world into which surplus agricultural commodities may be sold, 
except to the extent that the Secretary shall find necessary in order to take 
reasonable precautions to safeguard usual marketings of the United 
States and to assure that barters or exchanges under this Act will not 
unduly disrupt world prices of agricultural commodities or replace cash 
sales for dollars. The Secretary may permit the domestic processing of 
raw materials of foreign origin. The Secretary shall endeavor to co- 
operate with other exporting countries in preserving normal patterns of 
commercial trade with respect to commodities covered by formal multi- 
lateral international marketing agreements to which the United States is 
a party. Agencies of the United States Government procuring such 
materials, goods, or equipment are hereby directed to cooperate with the 
Secretary in the disposal of surplus agricultural commodities by means of 
barter or exchange. The Secretary is also directed to assist, through such 
means as are available to him, farmers’ cooperatives in effecting exchange 
of agricultural commodities in their possession for strategic materials.” 

Sec. 7. Section 206 (a) of the Agricultural Act of 1956 is amended by 
inserting before the period at the end thereof a semicolon and the following: 
“but no strategic or critical material shall be acquired by the Commodity 
Credit Corporation as a result of such barter or exchange except for such 
national stockpile, for such supplemental stockpile, for foreign economic 
or military aid or assistance programs, or for offshore construction 
programs’. 

Sec. 8. In carrying out the provisions of the Agricultural Trade 
Development and Assistance Act of 1954, as amended, extra long staple 
cotton shall be made available for sale pursuant to the provisions of title I 
of the Act in the same manner as upland cotton or any other surplus 
agricultural commodity is made available, and products manufactured 
from upland or long staple cotton shall be made available for sale purswant 
to the provisions of title I of the Act as long as cotton is in surplus supply, 
and no discriminatory or other conditions shall be imposed which will 
prevent or tend to interfere with their sale or availability for sale under 
the Act: Provided, That that portion of the sales price of such products 
which is financed as a sale for foreign currency under title I of the Act 
shall be limited to the estimated portion of the sales price of such products 
attributable to the raw cotton content of such products. 

Sec. 9. Notwithstanding any other provision of law. (1) those areas 
under the jurisdiction or administration of the United States are author- 
ized to receive from the Department of Agriculture for distribution on the 
same basis as domestic distribution in any State, Territory or possession 
of the United States, without exchange of funds, such surplus commodities 
as may be available pursuant to clause (2) of Section 32 of the Act of 
August 24, 1935, as amended (7 U. S. C. 612c), and Section 416 of the 
Agricultural Act of 1949, as amended (7 U. S. C. 1431); and (2) the 
Commodity Credit Corporation is authorized to purchase products of oil 
seeds, and edible oils and fats and the products thereof in such form as 
may be needed for donation abroad as provided in the following sentence. 
Any such commodities or products if purchased shall be donated to non- 
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profit voluntary agencies registered with the Department of State, other 
appropriate agencies of the Federal Government or international organiza- 
tions for use in the assistance of needy persons outside the United States. 
Commodity Credit Corporation may incur such additional costs with 
respect to such oil as it is authorized to ineur with respect to food commodi- 
ties disposed of under section 416 of th. Ayricultural Act of 1949. 
And the House agree to the same. 
Harotp D. Cootry, 


W. R. Poacs, 

Victor L. ANFUsO, 

Wiuiam S. Hint, 

Cuar.es B. Hoeven, 
Managers on the Part of the House. 


ALLEN J. ELLENDER, 
Orn D. Jonnston, 
JAMES Q. EASTLAND, 
Hvusert H. Humpurey, 
Grorce D. AIKEN, 
Miron R. Younae, 
Epwarp J. Tuye, 

Managers on the Part of the Senate. 


STATEMENT OF MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference of the twe 
Houses on the amendment of the House to the bill (S. 3420) to extend 
and amend the Agricultural Trade Development and Assistance Act 
of 1954, submit the following statement in explanation of the effect of 
the action agreed upon and recommended in the accompanying 
conference report: 

The House amendment struck out all after the enacting clause of the 
Senate bill and substituted language which was basically title I of 
H. R. 12954 as reported by the committee. The House amendment 
was much more comprehensive than the Senate bill and contained 
numerous provisions, including several authorizing additiona) uses of 
foreign currencies and a provision with respect to augmented barter, 
which were not included in the Senate bill. 

In general, the substitute amendment agreed on by the conferees 
follows the provisions of the House amendment. Except for minor and 
clarifying amendments, the differences between the House amendment 
and the substitute agreed upon by the conferees are as follows: 


PERIOD OF EXTENSION 


The Senate bill extended titles I and II of the act for 2 years. The 
House bill extended these titles for 1 year. The conference amendment 
reported herewith extends titles I and II of the act for 1% years, until 
December 31, 1959. Both House and Senate bills provided for opera- 
tions under title I at the rate of not more than $1.5 billion per year, 
and this rate of operation is retained in the conference report. 


STRATEGIC AND CRITICAL MATERIALS 


Section 5 of the Senate bill (sec. 7 of the conference report) was not 
in the House bill. It prohibits the acquisition of strategic or critical 
material by barter or exchange except for the national stockpile, the 
supplemental stockpile, for foreign economic or military aid or 
assistance programs, or for offshore construction programs. 


LONG STAPLE COTTON AND COTTON PRODUCTS 


Section 6 of the Senate bill (sec. 8 of the conference report) was not 
in the House amendment. As agreed to by the conferees, it provides 
that extra long staple cotton shall be made available for sale under 
title I of the act in the same manner as upland cotton or any other 
surplus agricultural commodity and that products manufactured from 
upland or long staple cotton shall be made available for sale under 
title I but that only that portion of the sales price of such products 
which is attributable to the raw cotton content of the product shall 
be eligible for financing under title I as a sale for foreign currency. 
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ADDITIONAL USES OF FOREIGN CURRENCY 


Sections 3, 4, 5, and 8 of the House amendment, providing addi- 
tional uses of foreign currencies accruing from sales under title I, have 
been retained without substantive change as section 3 of the conference 
substitute. The provision authorizing use of foreign currencies for 
trade fair participation has been slightly amended to make clear that 
the authorization covers also agricultural and horticultural fair par- 
ticipation and related activities. These provisions retain the language 
requiring appropriation of foreign currencies for these additional uses, 
which appeared in the House amendment. 


RELIEF PROGRAMS 


Section 6 of the House amendment, authorizing the President to 
extend relief and related programs to any area under the jurisdiction 
or administration of the United States, such as the Pacific Trust 
Islands or the Ryukyus, has been amended by the adoption of alterna- 
tive language suggested by the Department of Agriculture. It is the 
understanding of the committee that title I now applies to these areas. 
The substance of the provision remains the same. This section, 
appearing as section 9 in the conference report, also includes a pro- 
vision authorizing the Commodity Credit Corporation to purchase 
products of oilseeds and edible oils and fats and the products thereof 
and to donate such commodities abroad. 


MALARIA ERADICATION, PUBLIC HEALTH, AND RELATED USES 


Section 7 of the House amendment has been eliminated from the 
conference report for technical reasons and because the committee on 
conference understands that the authority for use of foreign cur- 
rencies which was spelled out in that amendment already exists. The 
committee of conference was in complete agreement, however, on the 
objectives of this section and emphasizes its view that more liberal use 
should be made of the authority now existing in section 104 of the act 
for financing nonself-liquidating projects for the development of 
human resources and skills. Experience has demonstrated that many 
such constructive projects, for example, in education, malaria eradica- 
tion, and public health, are not suitable for financing on a loan basis. 
We are convinced that there are frequently cases of this sort where use 
of foreign currency sales proceeds on a grant basis can serve a higher 
priority development need than would be possible through their use on 
a loan basis. The conference committee deemed the application of 
section 1415 of the Supplemental Appropriation Act, 1953, to grants in 
such instances to be inappropriate and urges the President to make 
more liberal use of his authorities under this act than has been the case 
in the past. 

BARTER 


The committee of conference, in including in the conference report 
a provision with respect to barter, has reiterated and strengthened the 
directive of Congress to the Secretary of Agriculture to carry on a 
meaningful and substantial barter program. There was no provision 
with respect to barter in the Senate bill. The Department of Agri- 
culture vigorously opposed the inclusion of any provision relating to 
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barter either in the House amendment or in the conference report. 
The fact that such a provision is included in the conference report 
therefore, is a clear indication of the dissatisfaction of the House an 
of the conference committee with the manner in which the Secretary 
has executed his responsibilities to conduct a barter program during 
the past fifteen months. In effect, the Congress has felt it necessary 
to tell the Secretary to carry on a program which is already the law. 

The language of the conference report (sec. 6 of the report) amends 
section 303 of Public Law 480 and reiterates the policy of Congress 
that it is to the benefit of the United States to exchange surplus agri- 
cultural commodities which deteriorate in value and are costly to 
store for strategic and other materials of a type which will be needed 
by the United States, either in time of emergency or in its normal 
economy as world supplies of these materials decrease. There are 
at least four other provisions of law in which a similar congressional 
policy is enunciated. 

In reenacting section 303, the committee has broadened the base 
from which the President may select in designating those materials 
which are to be imported in exchange for surplus agricultural com- 
modities. Most of the ore, metals, minerals, or other materials that 
might be taken will not deteriorate, can be stored at substantially 
less cost than agricultural commodities and by their presence within 
the United States will improve its national resources. 

When Public Law 480 was enacted, the Congress specifically stated 
in its legislative reports on that legislation that barter was to be a 
priority method of disposal. Until May 28, 1957, a successful barter 
program was in operation within the Department, but was brought 
to a practical stop through regulations issued by the Secretary estab- 
lishing the so-called ‘“‘additionality requirements,’ placing upon pros- 
pective barter contractors the responsibility of proving that barter 
transactions would be over and above all possible cash sales. 

The effect of this action was to give sales for foreign currency under 
title | of the act priority over disposal of surpluses by barter. During 
the fiscal year just passed, the Secretary has made agreements to sell 
surpluses for foreign currencies to at least 12 countries into which he 
refuses to let surplus commodities move under barter transactions 
without proof of ‘‘additionality,” although he is required by section 
101 (a) of this act to determine that sales under title I will be in 
addition to usual marketings of the United States before approving 
any such sale. 

The details of the barter provisions included in this conference 
report are relatively unimportant. Congress is not so much concerned 
with the administrative details of the Secretary’s operations as that 
he should carry on an aggressive and effective barter program. Had 
he been doing so, there would have been no need for any barter 
legislation in this bill. 

One of the important changes made in existing law by the amend- 
ment reported herewith is that it relieves the Secretary of the responsi- 
bility of making a finding that barter transactions would protect the 
funds and assets of the Commodity Credit Corporation. Instead, 
the Congress has made the policy decision that barter is in the best 
interests of the country as a whole and intends and directs that the 


barter program be carried out substantially as it was prior to May 
1957. 
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Prior to that time the Secretary had properly interpreted the lan- 
guage of the existing statute that barter as directed by Congress does 
protect the funds and assets of the Commodity Credit Corporation. 
Under that interpretation, approximately $350 million of surplus 
commodities were exchanged annually for strategic and other valuable 
materials. Having determined to bring that highly successful pro- 
gram to a halt, the Secretary suddenly decided that the language in 
the statute directed him to make a determination as to whether or 
not barter did protect the funds and assets of the Corporation. It 
was on the basis of this legalistic maneuver that the Secretary brought 
the program to a halt in May 1957. 

The language of the amendment reported herewith eliminates the 
provision which has given the Secretary this trouble and replaces it 
with a directive that he shall conduct barter operations ‘‘to the maxi- 
mum extent practicable’ and ‘whenever he determines that such 
action is in the best interest of the United States.”” We would remind 
the Secretary that Congress has on several occasions and in several 
different statutes indicated that the exchange of surplus agricultural 
commodities for strategic and other materials of permanent value is 
in the best interests of the United States and indicates by its reenact- 
ment and amendment of section 303 of Public Law 480 that it does 
not consider a program such as he has been carrying out since May 
1957 to be a satisfactory expression of that policy. 

The deletion of the language pertaining to the protection of assets 
was specifically designed to remove the legal base which permitted 
the Secretary to require so-called certificates of additionality to be 
furnished by contractors to establish that any sale through barter 
would be in addition to normal cash sales. Nor is anything in this 
bill to be construed to permit the requiring of such certificates of 
additionality. 

The conferees were well aware of the testimony given before the 
committees of both Houses of Congress by the Department of Agri- 
culture designed to show that their assets were not being protected 
because of the alleged replacement of cash sales by barter sales. At 
no time was competent evidence given to support these statements. 
Representative grain and cotton exporters testified that barter trans- 
actions do not displace dollar transactions, in fact, in normal trade 
practice they were handled in precisely the same way, and that barter 
transactions had many times made possible the sale of additional 
commodities for cash. 

The conferees were also aware of the fact that the data furnished 
the Congress by the Department of Agriculture showed that as barter 
transactions increased so did cash sales, and that as barter transactions 
decreased, there was a resulting decrease in cash sales. 

The House amendment contained a limitation of $500 million on 
the amount of barter the Secretary could engage in in any one year. 
This has been removed from the bill agreed to by the conferees. This 
is a clear indication on the part of the conference committee that it 
did not want any such dollar limitation on the authority of the 
Secretary to exchange essentially valueless surpluses for materials of 
lasting value. 

The conferees also took notice of the fact that under existing law 
some of the Federal agencies had not cooperated to the fullest extent 
with the Commodity Credit Corporation in arranging barters. It 
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therefore restated the requirement in the law that other governmental 
agencies cooperate with the Secretary in arranging, through private 
channels, barters or exchanges. However, this language does not 
mean that the Secretary may restrict the barter program in order to 
protect or conform with other programs of other Government agencies. 

The conferees specifically stated in regard to the present require- 
ments for additionality that no restrictions should be placed on the 
countries of the free world into which surplus agricultural commodities 
may be sold excepting under certain conditions, spelled out in the 
legislation, where the Secretary must make specific findings. 

In the past the burden of proof as to additionality has tan on the 
contractors in relation to each contract proposed by them. Under 
the language of the bill, that burden of proof has been shifted to the 
Secretary and, in exercising that authority, he is required to follow 
substantially the same procedures as are followed in title I of Public 
Law 480. However, it should be noted that the safeguarding of usual 
marketings is limited to the safeguarding of usual marketings of the 
United States. It is not intended that the usual marketings of other 
nations shall be a basis of consideration in the approval of a barter 
transaction. 

Furthermore, in the exceptions granted to the Secretary, he is 
required to assure that a particular barter transaction will not unduly 
disturb world prices of agricultural commodities. The conferees were 
aware that prior to May 28, 1957, barter contractors were offering 
nominal discounts in order to dispose of the commodities abroad. 
These discounts normally were around 1 to 2 percent. Following the 
May 28 directive, the requirements of the additionality program were 
so stringent and the movement of commodities so difficult that 
discounts of from 8 to 10 percent were reported. This bill contem- 
plates that a discount of a few percent will not unduly disturb 
the world prices and not be the basis for establishing restrictions. 
If a discount is reported above this reasonable rate, the Secretary 
should take appropriate precautions and action to guard against the 
disturbing effect of such a large discount. 

The Secretary was also directed to assure that a barter sale does 
not replace a cash sale for American dollars. The burden of proof 
is on the Secretary to establish that the barter deal does in fact replace 
a cash sale for American dollars. If such a finding is made, it is the 
intention of the conferees that the particular barter transaction should 
be rejected. 

The conferees are also aware of the problem having to do with the 
exporting of wheat from Canada and other friendly nations. Accord- 
ingly, it has directed the Secretary to endeavor to cooperate with these 
countries with respect to commodities governed by formal, multi- 
lateral international marketing agreements to which the United States 
isa party. As a practical thing, the international wheat agreements 
are the only ones affected by this language and even though it might 
temporarily reduce by some 40 percent the ability of the United States 
to dispose of wheat through barter, it was the sense of the conferees 
that mutually agreeable plans should be worked out with Canada and 
other signatories of appropriate agreements. 

Furthermore, the conferees have recognized the economic and secu- 
rity factors in accepting domestically processed materials in lieu of 
ore. While the present law is silent on the subject, for a long time 
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barter contracts were made for domestically processed materials. 
For some reason this program was stopped. It was the sense of the 
conferees that American labor and management should be permitted 
to participate in the barter program. Accordingly the bill specifically 
authorizes the Secretary to permit the processing of foreign ores by 
domestic processors. The House provision that alloys produced from 
domestic ores could be taken was eliminated from the bill. 

As we have stated above, the substantive changes in the law, while 
significant, are not nearly as significant as the fundamental fact that 
the Congress has felt it necessary to enact legislation to require per- 
formance of a program which it has previously established by law. 
This bill is designed to reinstate a barter program of at least the mag- 
nitude followed prior to the restrictive regulations issued by the Secre- 
tary of Agriculture. Not only will the assets and resources of our 
country be improved through this program, but there will be sub- 
stantial savings in storage and depreciation costs, and the value of the 
materials taken in exchange for the commodities will increase as 
world supplies diminish. 

Haroutp D. Coo.ery, 

W. R. Poace, 

Victor L. ANFuso, 

WruuiaM S. Hr, 

CuHar.es B. Horven, 
Managers on the Part of the House, 


“nN 
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Mr. Harris, from the committee of conference, submitted the fol- 
lowing 


CONFERENCE REPORT 


[To accompany H. R. 469] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 469) to 
protect producers and consumers against misbranding and false 
advertising of the fiber content of textile fiber products, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

oat the Senate recede from its amendments numbered 1, 2, 3, 6, 

12, and 15. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 4, 5, 7, 13, 17, 19, 20, 21, 22, and 23, and 
agree to the same. 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with amendments as 
follows: 

On page 2, line 14, of the Senate engrossed amendments, strike out 
““(f)” and insert (9); 

On page 2, line 17, of the Senate engrossed amendments, after the 
word “‘product”’ where it appears the second time, insert a comma; 

On page 2, line 19, of the Senate engrossed amendments, strike out 
the comma after ‘‘animal”’ 

And the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

On page 3, line 4, of the Senate engrossed amendments, strike out 
“‘(g)”” and insert (h); and the Senate agree to the same. 
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Amendment numbered 14: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 14, and agree to the same with an amendment 
as follows: 

On page 3, line 15, of the Senate engrossed amendments, strike 
out “4 (g);’” and insert 4 (h); and the Senate agree to the same. 


Amendment numbered 16: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 16, and agree to the same with an amendment 
as follows: 

Tn lieu of the matter proposed to be inserted by the Senate amend-~ 
ment, insert the following: furniture, mattresses, and box springs; and 
the Senate agree to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

On page 3, line 21, of the Senate engrossed amendments, after 
‘under’, insert a comma; and the Senate agree to the same. 

Oren Harris, 

JoHN Bett WILLIAMS, 

Peter F. Mack, Jr., 

Cnuas. A. WOLVERTON, 
Managers on the Part of the House. 


WarrREN G. MAGNUSON, 

Mike Monroney, 

ALAN BIBLE, 

ANDREW F. ScHOFPPEL, 

JoHn M. But er, 
Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES OF AMERIGA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 469) to protect producers and consumers against 
misbranding and false advertising of the fiber content of textile fiber 
products, and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

The Senate receded from its amendments Nos. 1, 2, 3, 6, 8, 9, 12, 
and 15. 

The following Senate amendments are technical, clarifying and 
conforming changes: Nos. 13, 14, 17, and 20. The House recedes 
with respect to these amendments. 

Amendment No. 4: Section 3 (d) of the bill as it passed the House 
provided, in paragraph (5), that section 3 should not apply to any 
textile fiber product until such product had been “produced in the 
form intended for sale or delivery to, or for use by, the ultimate 
consumer.”’ This Senate amendment inserted the words “by the 
manufacturer or processor’ after the word “produced.” ‘This change 
recognizes the fact that the manufacturer or processor of the article 
is normally the person who will produce the article in the form in- 
tended for sale or delivery to, or for use by, the ultimate consumer. 
The House recedes. 

Amendment No. 5: Section 4 (b) of the bill as it passed the House 
provided that a textile fiber product shall be misbranded unless 
stamped, tagged, or labeled so as to show certain information. Para- 
graph (1) of subsection (b) required the inclusion of information as 
to the constituent fiber or combination of fibers in the product, desig- 
nating with equal prominence each natural or manufactured fiber in 
the product by its generic name in the order of predominance by the 
weight thereof if the weight of such fiber is 5 percent or more of the 
total fiber weight of the product. This Senate amendment addedfa 
proviso that (exclusive of permissible ornamentation) any fiberYor 
group of fibers present in an amount of 5 percent or less by weight of 
the total fiber content shall not be designated by the generic name or 
the trademark of such fiber or fibers but shall be designated only as 
“other fiber” or “other fibers,” as the case may be. In actual legal 
effect the Senate provision appeared to add nothing to what was al- 
ready provided by paragraph (2) of subsection (b), but certain per- 
sons or classes of persons affected by the provision were interested in 
having it included at this point. The House recedes. 

Amendment No. 7: Section 4 (c) of the bill as it passed the House 
provided that a textile fiber product shall be considered to be falsely 
or deceptively advertised if any disclosure or implication of fiber 
content is made in any written advertisement used in connection with 
the sale of such products, unless such advertisement contains certain 
specified information. This Senate amendment modified that part of 
the subsection dealing with the information which the advertisement 
would have to contain. While the language is different from the 
language of the bill as the House passed it, there appears to be no 
difference in substance. The House recedes. 
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Amendment No. 10: This Senate amendment provides that a textile 
fiber product shall be considered to be falsely or deceptively advertised 
if the name or symbol of any fur-bearing animal is used in the adver- 
tisement of such product, unless such product or the part thereof in 
connection with which the name or symbol of a fur-bearing animal is 
used is a fur or fur product within the meaning of the Fur Products 
Labeling Act. If the textile fiber product contains the hair or fiber 
of a fur-bearing animal, the name of such animal, in conjunction with 
the word “fiber,” “hair,” or “blend” may be used. The House 
recedes with certain necessary technical changes. 

Amendment No. 11: This Senate amendment provided that a textile 
fiber product shall be misbranded if it is used as stuffing in any uphol- 
stered product, mattress, or cushion after having been previously used 
as stuffing in any other upholstered product, mattress, or cushion, 
unless the upholstered product, mattress, or cushion, containing the 
reused stuffing is labeled indicating that it contains reused stuffing. 
The House recedes with a technical amendment. 

Amendments Nos. 16, 18, 19, 21, and 22 amend section 12 (a) of the 
act, which enumerates the textile fiber products not subject to the 
provisions of the act. 

Amendments Nos. 15, 16, and 17: These amendments were made 
to the House provision exempting ‘‘outer coverings of furniture” from 
the act. As modified by the Senate the provision would have ex- 
empted “‘upholsteries and ovter coverings of mattresses and box 
springs.” As a result of the action of the committee of conference 
the exemption will embrace ‘“‘outer coverings of furniture, mattresses, 
and box springs.”’ 

Amendment No. 18: This Senate amendment provided for the 
exemption of paddings or cushions to be used under floor coverings. 
The House recedes with a technical amendment. 

Amendment No. 19: This Senate amendment provided for the 
exemption of handicraft threads. The House recedes. 

Amendment No. 21: This Senate amendment provided for the 
exemption of textile fiber products which are subject to the labeling 
requirements of the Federal Food, Drug, and Cosmetic Act of 1938, 
as amended. The House recedes. 

Amendment No. 22: This Senate amendment provided for the 
exemption of catamenial devices, adhesive tapes and adhesive sheets, 
cleaning cloths impregnated with chemicals, and diapers. The 
House recedes. 

Amendment No. 23: The bill as passed by the House provided in 
section 12 (a) that certain of ihe exemptions listed should not be 
applicable if any representation as to fiber content of the article is 
made in any advertisement, label, or other means of identification. 
One class of article to which this limitation applied was “sewing 
thread.’”’ This Senate amendment made the limitation inapplicable 
in the case of sewing thread. The House recedes. 

OreEN Harris, 

JoHN Bett WILLIAMS, 

Prerer F. Mack, Jr., 

Cuas. A. WoLvVERTON, 
Managers on the Part of the House. 
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ACCEPTING THE STATUE OF DR. FLORENCE RENA SABIN, 
g§TO BE PLACED IN THE STATUARY HALL COLLECTION 


Auaust 22, 1958.—Ordered to be printed 


Mr. Jonsgs of Missouri, from the Committee on House Administra- 
tion, submitted the following 


i’ \ 
REPORT 
[To accompany 8. Con. Res. 102] 
The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 102, having considered the same, report 


favorably thereon without amendment and recommend that the con- 
current resolution do pass. 
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PLACING STATUE OF LATE DR. FLORENCE RENA SABIN 
IN ROTUNDA, AND AUTHORIZING CEREMONIES ON 
SUCH OCCASION 


AvuGust 22, 1958.—Ordered to be printed 


Mr. Jones of Missouri, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany 8. Con. Res. 103] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 103, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 
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2d Session No. 2699 


MILITARY CONSTRUCTION FOR THE DEPARTMENT OF 
DEFENSE 


Aueust 22, 1958.—Ordered to be printed 


Mr. SxHepparpD, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 13489] 


The committee of conference on the disagreeing votes of the two 


Houses on the amendments of the Senate to the bill (H. R. 13489) 
making appropriations tor military construction for the Department 
of Defense for the fiscal year ending June 30, 1959, and for other 
purposes, having met, after tull and free conference, have agreed to 
recommend and de recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 11 and 13. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 8 and 14, and agree to the same. 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

[In lieu of the sum proposed by said amendment insert 230,000,000 ; 
and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the sum named in said amendment insert $4,401,000; and 
the Senate agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $784 ,000,000; 
and the Senate agree to the same. 
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Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed by said amendment insert: 


AIR NATIONAL GUARD 


For an additional amount for “Air National Guard,’ $9,600,000: 
Provided, That funds appropriated under this head in this Act shall be 
available only for construction as authorized by law. 

And the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 2, 3, 4, 7, 10, and 12. 
Harry R. SHepparp, 
Rosert SIKEs, 
Jamie L. WHITTEN, 
CLARENCE CANNON, 
Cuaries R. Jonas, 
Meutyin R. Latrp, 
JoHN TABER, 
Managers on the Part of the House. 


Dennis CHAVEZ, 

Cart HAYDEN, 

Lister HI, 

JOHN STENNIS, 

Harry F. Byrp, 

LEVERE1T SALTONSTALL, 

Stytes BrRIDGEs, 

By L. 8. 

Mitton R. Youna, 

WiiuiramM F. KNow.tanp, 
Managers on the Part of the Senate. 





DEPOSITED py THE 
INITED STATES TES OF AMERICA 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 13489) making appropriations for military con- 
struction for the Department of Defense for the fiseal year ending 
June 30, 1959, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recommended 
in the accompanying conference report as to each of such amendments, 
namely: 

DePARTMENT OF THE ARMY 


Amendment No. 1—Military construction, Army: Appropriates 
— ,000,000 instead of $214,564,000 as proposed by the House and 
$327 847,000 as proposed by the Senate. The committee of confer- 
ence has approved the funding program as proposed by the House 
with the deletions thereto proposed by the Senate and the following 
additional projects: 
Fort Lee, Va. (academic building) - 


Seesaw «bhi Bike om we 6% ~ 
Fort Huachue a, Ariz. (technical building) _. 


Army Map Servic », Md. (cartographic engineering building)_...... 1, 913, 000 
Carlisle Barracks, Pa. (land acquisition)___.......-.-- bea cabo 354, 000 
Fort McClellan, Ala. (etantiicnen TOON is cc pasic oe poe eeseb ene 3, 331, 000 
Fort Bliss, Tex. (laboratory and classroom oe edeenen ee 
Minor new construction - he rei Swine East 955, 000 


Amendment No. tren y Reserve forces: Regatted’3 in disagreement. 
The committee of conference is in agreement that $6,250,000 shall be 
appropriated for the Army Reserve forces and that these funds shall 
be available for the construction program of the Army Reserve com- 
ponents without special regard to the detailed list of projects set forth 
in Senate Report No. 2362. The conferees are in agreement that of 
this amount $5,250,000 shall be for National Guard facilities and 
$1,000,000 for Army Reserve facilities. 


DEPARTMENT OF THE NAVY 


Amendment No. 3—Military construction, Navy: Reported in dis- 
agreement. The committee of conference has approved the funding 
program as proposed by the House with the deletions thereto as 
proposed by the Senate and the following additional projects: 


Naval Station, ee R. I. (barracks, heating-plant expansion, 


and messhall)__-_-. edi LSE SEY ._... $2, 650, 000 
Naval Base, Norfolk, Va (dre dging base approaches). _- Ao ebonsiws:) 3 eee 
Naval Auxilis iry Air Station, Meridian, Miss. (hangar) _..._... --- 2, 796, 000 
Marine Corps Auxiliary Air Station, Yuma, Ariz. (runway, taxiway, 

ath DO BOUIN. Sk Co ws Se es eee oo 8, 946, 000 
Naval Air Missile Test Center, Point Mugu, ‘Calif. (rehabilitation of 

barracks, messhall, and bachelor officers’ quarters) __- —-_-~_- Wee 817, 000 
Marine Corps Recruit Depot, Parris Island, 8. C. (barracks) - - -- - - 1, 501, 000 


The conferees have deleted the $11,000 proposed by the Senate for 
land acquisition at NAAS, Whiting Field, Fla., because of information 
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obtained from the Navy that these specific funds are not required for 
the purchase of this land. The Navy is directed to acquire this land 
with presently available funds and authority without delay. 

The managers on the part of the House and the Senate are in dis- 
agreement as to the inclusion in the funding program of $5,500,000 
for the Naval Shipyard, Long Beach, Calif., as proposed by the Senate. 


DEPARTMENT OF THE AIR FoRCE 


Amendment No. 5—Military construction, Air Force: Provides that 
of the funds appropriated for military construction, Air Force, 
$4,401,000 shall be used only for the construction of a solar furnace 
at Holloman Air Force Base, N. Mex., instead of $9,034,000 as pro- 
posed by the Senate. 

Amendment No. 6—Military construction, Air Force: Appropriates 
$785,000,000 instead of $687,350,000 as proposed by the House and 
$974,995,000 as proposed by the Senate. The committee of confer- 
ence has approved the funding program as proposed by the House 
with the deletions thereto as proposed by the Senate and the following 
additional projects: 

Holloman Air Foree Base, N. Mex. (solar furnace)__.__._-.__...._.- $4, 401, 000 
Andrews Air Force Base, Md. (parallel runway) - - ‘ 10, 389, 000 
Lockbourne Air Force Base, Ohio (runway) _- oy paper 
Pease Air Force Base, N. H. (water supply) _- sae 683, 000 
Cannon Air Force Base, N. Mex. (NCO Club). : : 198, 000 
Sundance Air Force Station, Wyo. (family housing) _--_ - ace 505, 000 
Ballistic missiles (TITAN program) Ea 8: 70, 000, 000 
Andersen Air Foree Base, Guam (alert hangar) Ee 1, 100, 000 

The committee of conference has restored $70 million of the $90 
million deleted by the House for the TITAN ballistic missile program. 
The Air Force is directed to notify the Committee on Appropriations 
of the House and Senate, not less than 30 days prior to the award, of 
any contracts relating to the construction of facilities under this 
missile program. This notification should include information rela- 
tive to the specific items involved, the estimated cost thereof and other 
pertinent data. 

The committee of conference has deleted the $1,464,000 proposed 
by the Senate for the Memphis General Depot, Tenn. ‘This action 
was taken because the hospital, recently Fe sa excess to the needs 
of the Veterans’ Administration, is available and equipped to house this 
activity at this location. The Air Force is directed to make use of 
this facility. 

The committee of conference has denied the $2,010,000 proposed by 
the Senate for the construction of a hospital at Grand Forks Air Force 
Base, N. Dak. The Department of the Air Force is directed to satisfy 
its hospital requirements at this installation by the use of the existing 
Federal facilities in the area and non-Federal hospital facilities. 

The availability of all funds for the construction of the dam near 
Pease Air Force Base, N. H., is contingent on the withdrawal of any 
suits now pending in connection with the developmen: of the Pease 
Air Force Base water supply. It is the expectation of the conferees 
that upon withdrawal of the said suits construction of the dam will 
be immediately commenced. 

Amendment No. 7—Military construction, Air Force: Reported in 
disagreement. 
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Amendment Nos. 8 and 9—M*ilitary construction, Air Force Reserve 
forces: Appropriate $9,600,000 for the Air National Guard as proposed 
by the Senate instead of $14,150,000 as proposed by the House for 
the Air Force Reserve forces and amends the language proposed by 
the Senate. 

GENERAL PROVISIONS 


Amendment No. 
Amendment No. 
Amendment No. 
Amendment No. 
Amendment No. 


: Reported in disagreement. 
: Changes section number. 
: Reported in disagree ient. 


Deletes language proposed by the Senate. 
: Changes section number. 


Harry R. SHepparp, 
RoBert SIKEs, 
JAMIE L. WHITTEN, 
CLARENCE CANNON, 
Cuarues R. Jonas, 
Me vin R. Larrp, 
JOHN TABER, 

Managers on the Part of the House. 
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READINAIN 


AvuGust 23, 1958.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. O’Brien of New York, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany H. R. 49] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 49) to provide for the admission of the State 
of Hawaii into the Union, having considered the same, report favorably 
a with an amendment and recommend that the "bill, as amended , 
do ; 

he » ehvelnitpiish 6 is as follows: 

Page 1, line 3, following the word “That,” insert the subsection 
designation “(g)”, 

Page 1, line 5, strike out the word “State” and insert in lieu thereof 
the word “Territory’ 

Page 2, line 8, ¢ ange the period to a comma and add the words 
“except as hereinafter provided for.” 

Page 2, following line 8, add a new subsection reading as follows: 


(b) The Act shall take effect only upon the adoption by 
the Territory of Hawaii of a constitution for the roposed 
State of Hawaii, which shall be found to be republican in 
form by the Congress of the United States and which shall 
not be discriminatory in the right to vote against persons 
employed in the service of the United States or those engaged 
in navigation, 


Page 3, line 9, strike out the word “ordinary”’. 


Page 3, line 13, strike out the words “or law,’’ and insert in lieu 
thereof the following: 


, whether made in the constitution or in the manner required 
for State legislation, 


Page 3, line 19, strike out the word “ordinary”’. 
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Page 3, line 23, change the period to a colon and add the following 
proviso— 


Provided further, That neither the State of Hawaii nor any 
subdivision thereof shall take any action or enact or enforce 
any law or regulation which imposes a tax, requirement or 
restriction which unreasonably discriminates directly or in- 
directly against nonresident persons, firms or corporations, 
their business, property, or occupational activities or oppor- 
tunities. 


Page 3, line 25, following the word “shall” insert the words “have 
and’’. 

Page 4, line 19, strike out the words “in Hawaii’ and insert in lieu 
thereof the following: 


within the boundaries of the State of Hawaii as described 
herein, 


Page 4, line 22, strike out the language of the proviso through page 
5, line 5, and insert in lieu thereof the following: 


That as to any such lands or other property heretofore or 
hereafter, during a period of five years following the admis- 
sion of the State of Hawaii into the Union, set aside by Act 
of Congress or by Executive order or proclamation of the 
President or the Governor of Hawaii, pursuant to law, for the 
use of the United States whether absolutely or subject to 
limitations, and except as provided above, remaining so set 
aside immediately prior to the admission of the State of 
Hawaii into the Union, the United States shall retain absolute 
title thereto, or an interest therein conformable to such 
limitations, as the case may be: Provided further, That the 
provisions of section 91 of the Hawaiian Organic Act, as 
amended (48 U.S. C. 511), which authorize the President to 
restore to their previous status lands set aside for the use of 
the United States, shall not terminate upon the admission of 


the State of Hawaii into the Union but shall continue in 
effect for a period of five years thereafter. 


Page 6, line 16, change the period to a comma and add the following 
language: 


except as related to such military installations as have been 
heretofore or hereafter determined to be critical areas as 
delineated by the President of the United States and/or the 
Secretary of Defense. 


Page 6, lines 22, 23, 24 and 25, strike out the words 


not later than July 3, 1958, to certify such fact to the Gover- 
nor of Hawaii. Thereupon the Governor, on or after July 3, 
1958, and not later than August 1, 1958, 


and insert in lieu thereof the following: 


as soon as possible to certify such fact to the Governor of 
Hawaii. Thereupon the Governer, as soon as possible 


Page 7, line 1, following the word “all” insert the word “State”’. 
Page 7, line 9, following the word “for” insert the word “‘the’’. 
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Page 8, lines 22 and 23, strike out the words ‘‘of the second para- 
graph”’. 
Page 9, line 24, and page 10, lines 1, 2 and 3, strike out the words 


the persons holding legislative, executive, and judicial 
offices in or under or by authority of the government of said 
Territory, and the Delegate in Congress thereof, 


and insert in lieu thereof the following: 


all of the officers of said Territory, including the Delegate in 
Congress from said Territory, 


| Page 13, line 5, strike out the words ‘‘No action, case, proceeding, 
| or matter’’ and insert in lieu thereof: 


No writ, action, indictment, cause, or proceeding 


Page 16, line 14, strike out the word “of” and insert “or”. 
Page 17, line 17, strike out the word “and”’. 
Page 17, line 23, change the period to a semicolon. 

| Page 17, following line 23, add the following new subsections: 


(i) section 91 of title 28, United States Code, as heretofore 
amended is further amended by inserting after ‘‘Kure Island” 
and before ‘Baker Island”’ the words “Palmyra Island,”’; and 

(j) the Act of June 15, 1950 (64 Stat. 217; 48 U.S. C., 
sec. 644a), is amended by inserting after “Kure Island” and 
before ‘Baker Island” the words “Palmyra Island,”’. 


Page 18, line 8, add a new sentence reading as follows: 


As used in this section, the term ‘‘Territorial laws” includes 
(in addition to laws enacted by the Territorial Legislature of 
Hawaii) all laws or parts thereof enacted by the Congress the 
validity of which is dependent solely upon the authority of 
the Congress to provide for the government of Hawaii prior 
to the admission of the State of Hawaii into the Union, and 
the term ‘laws of the United States’ includes all laws or 
parts thereof enacted by the Congress that (1) apply to or 
within Hawaii at the time of the admission of the State of 
Hawaii into the Union, (2) are not “Territorial laws’ as 
defined in this paragraph, and (3) are not in conflict with any 
other provision of this Act. 


| _ Page 19, strike out all of line 5 and insert in lieu-thereof the follow- 
ing: 
subject to the proviso hereinafter set forth and subject to the 
exception contained in section 5 (d) above, for the exercise by 


Page 19, line 10, following the word “are” insert the words ‘‘con- 


trolled or’’. 

Page 19, line 11, strike out “military, naval, Air Force,” and insert 
“‘Defense’’. 

Page 20, line 11, following the word ‘‘is’” insert the words ‘‘con- 
trolled or’’. 


Page 20, line 12, strike out “military, naval, Air Force,” and insert 
“Defense’’. 
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Page 20, line 13, change the period to a colon and add the following 
proviso: 


Provided, however, That the United States shall continue to 
have sole and exclusive jurisdiction over such military in- 
stallations as have been heretofore or hereafter determined 
to be critical areas as delineated by the President of the 
United States and/or the Secretary of Defense. 


Page 20, line 17, strike out “any State is hereafter’’ and insert “the 
State of Hawaii is’’. 

Page 21, lines 19 and 20, strike out “‘ ‘island State’ and a comma,;” 
and insert “‘ ‘the State of Hawaii, or’;”. 

Page 21, line 24, strike out “ ‘island State’ and a comma;” and 
insert ‘‘ ‘the State of Hawaii, or’;’”’. 

Page 22, lines 3 and 4, strike out “ ‘island State’ and a comma” 
and insert “ ‘the State of Hawaii, or’.”’ 


Page 22, following line 4, add the following new sections: 


Sec. 19. Nothing contained in this Act shall operate to 
confer United States nationality, nor to terminate nation- 
ality heretofore lawfully acquired, nor restore nationality 
heretofore lost under any law of the United States or under 
any treaty to which the United States may have been a party. 

Sec. 20. Section 101 a (36) of the Immigration and 
Nationality Act (66 Stat. 170, 8 U. S. C., sec. 1101 (a) (36)) 
is amended by deleting the word “Hawaii,” 

Sec. 21. Section 212 (d) (7) of the Immigration and 
Nationality Act (66 Stat. 188, 8 U. S. C. 1182 (d) (7)) is 
amended by deleting from the third line of the first sentence 
thereof the word ‘‘Hawaii,’’ and by deleting the proviso 
contained in the first sentence thereof. 

Sec. 22. The first sentence of section 310 (a) of the Immi- 
gration and Nationality Act (66 Stat. 239, 8 U.S. C. 1421 (a)) 
is amended by deleting the words “for the Territory of 
Hawaii, and’’. 

Sec. 23. Nothing contained in this Act shall be held to 
repeal, amend, or modify the provisions of section 305 of the 
Immigration and Nationality Act (66 Stat. 237, 8 U.S. C. 
1405). 

Sec. 24. If any provision of this Act, or any section, 
subsection, sentence, clause, phrase, or individual word, or 
the application thereof to any person or circumstance is 
held invalid, the validity of the remainder of the Act and 
of the application of any such provision, section, subsection, 
sentence, clause, phrase, or individual word to other persons 
and circumstances shall not be affected thereby. 


Page 22, line 5, renumber ‘‘Sxrc. 19” as ‘‘Sxc, 25.”’. 
Amend the title so as to read: 


A bill to provide for the admission of the Territory of 
Hawaii into the Union. 


_ The purpose of H. R. 49, introduced by Delegate Burns of Hawaii, 
is to provide for the admission of the Territory of Hawaii into the 
Union. 
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Before reporting H. R. 49, the Committee on Interior and Insular 
Affairs carefully considered eight additional Hawaii statehood bills 
introduced during the 85th Congress. These bills included H. R. 339, 
introduced by Reppebbhtesive Mack of Washington; H. R. 629, 
introduced by Representative Engle; H. R. 848, introduced by 
Representative O’Brien of New York; H. R. 1243 and H. R. 1246, 
introduced by Representative Saylor; H. R. 8739, introduced by 
Representative Dellay; H. R. 10155, introduced by Representative 
Dooley; and H. R. 12040, introduced by Representative Libonati. 
H. R. 49 was reported following extensive hearings during the 85th 
Congress as well as during numerous earlier Congresses. 

On November 7, 1950, the voters of Hawaii adopted a constitution 
for their proposed new State by a 3 to 1 majority. The proposed con- 
stitution, which is reprinted as appendix A of this report, follows closely 
the Federal Constitution, which it specifically and unequivocally 
adopts. The proposed constitution has won wide acclaim and has 
been otadecastel by the National Municipal League as having set 
“a new high standard in the writing of a modern State constitution 
by a convention.” 

In addition to the preparation of the proposed constitution, the 
citizens of Hawaii have also taken other necessary steps to prepare 
themselves for State government and have clearly demonstrated their 
desire for immediate statehood. H. R. 49 provides for confirmation 
of the constitution and admission of the Territory to statehood on 
completion of a State election and certain other acts which are neces- 
sary to the transition. 


BACKGROUND OF LEGISLATION 


The House and Senate Interior and Insular Affairs Committees 
have held 20 formal hearings on the subject of statehood for Hawaii 
since 1935. The record on the question comprises more than 6,000 
printed pages of testimony and exhibits. More than 750 witnesses 
have been heard, both in the Territory and in Washington. Six of the 
13 hearings have been held in Hawaii (1935, 1937, 1946, 1947, 1948, 
1954). In addition 10 reports on investigations relating to Hawaii’s 
readiness for statehood have been made. (See appendix B and C for 
index of congressional hearings on Hawaii statehood since 1935, and a 
listing of printed volumes thereon.) 

The question of admitting Hawaii to statehood has been longer con- 
sidered and more thoroughly studied than any proposal that has come 
before Congress during this session. Thirty-five States have previ- 
ously been admitted to the Union by action of Congress, yet in no 
single case has there been such a thoroughly careful study of the quali- 
fications of the applicant as in the case of Hawaii. 

The genesis of this bill goes back at least 100 years to 1854 when 
President Franklin Pierce authorized negotiations to admit Hawaii, 
then an independent constitutional monarchy, as a State in the Union. 
The proposed treaty of 1854, cited by the Supreme Court of the 
United States in Downes v. Bidwell (182 U. S..305) provided that— 


The Kingdom of the Hawaiian Islands shall be incorporated 
into the American Union as a State, enjoying the same degree 
of sovereignty as other States, and admitted as such as soon 
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as it can be done in consistency with the principles and re- 
quirements of the Federal Constitution, to all the rights, 
privileges, and immunities of a State as aforesaid, on a 
perfect equality with the other States of the Union (Senate, 
55th Cong., Rept. No. 681). 


Although this treaty was never ratified because of the death of the 
Hawaiian King, the idea of statehood propounded by the President 
of the United States did not die. As the process of Americanization 
of Hawaii continued and as that nation proceeded through its con- 
stitutional development during the next 43 years, faith in the ideal of 
ultimate statehood grew stronger in Hawaii, and acceptance of that 
ideal by the people of this Nation likewise grew in strength. 

On September 9, 1897, the Senate of the Republic of Hawaii ratified 
the treaty between Hawaii and the United States which had been 
signed the previous June 16. The preamble to this treaty recited: 


The Republic of Hawaii and the United States of Amer- 
ica, in view of the natural dependence of the Hawaiian 
Islands upon the United States, of their geographical prox- 
imity thereto, of the preponderant share acquired by the 
United States and its citizens in the industries and trade of 
said Islands, and of the expressed desire of the Government 
of the Republic of Hawaii that those Islands should be in- 
corporated into the United States as an integral part thereof, 
and under its sovereignty, have determined to accomplish 
by treaty an object so important to their mutual and per- 
manent welfare (Revised Laws of Hawaii, 1945, p. 20). 


The followmg year Senate Joint Resolution 55, 55th Congress, 
sponsored by Senator Newlands, of Nevada, was adopted and approved 
July 7 (30 Stat. 750). This farsighted measure, after reciting the 
fact that the “Government of the Republic of Hawaii [had] in due form, 
signified its consent,”’ proceeded to annex to the United States ‘the 
said Hawaiian Islands and their dependencies.” (See appendix D.) 

Based on the report of the Commission established by the Newlands 
resolution, organic legislation for Hawaii was enacted April 30, 1900 
(31 Stat. 141; 48 U.S. C. 493), by which American citizenship was 
granted and the Constitution declared to “have the same force and 
effect within the said Territory as elsewhere in the United States.” 

Thus, in the language of the Supreme Court of the United States, 
Hawaii acquired the status of an “incorporated” Territory (182 U. S. 
305), became “‘an integral part of the United States’’ (190 U.S. 197), 
and as such, became “destined for admission as a State” after a 
“period of pupilage” as a Territory (289 U. S. 537). 

Beginning in 1903 the Territory of Hawaii, through its legislature 
has petitioned Congress for statehood on at least 17 different occasions. 
Since 1920, no fewer than 48 bills have been introduced in successive 
Congresses providing for statehood. 

In June 1947, the House of Representatives passed legislation 
approving statehood for Hawaii by a vote of 196 to 133. This was 
the first time either House of the Congress had acted on a Hawaiian 
statehood measure. Although President Truman indicated that he 
would sign the bill, the Senate committee decided on further investi- 
gation. 
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In March 1950, the Hawaii statehood bill again passed the House 
of Representatives, this time by the overwhelming majority of 262 
to 110. After public hearings and careful deliberation, the Senate 
Committee on Interior and Insular Affairs of the 81st Congress re- 
ported favorably on the measure in June 1950. However, the time 
element and impending legislation involving matters of international 
concern kept the bill from reaching the floor of the Senate before 
Congress adjourned. 

Before the 82d Congress was 5 months old, the Senate committee 
had repeated its endorsement of the Hawaii statehood bill, but again 
the reported Hawaii statehood bill was not brought up for debate 
and decision on its merits. 

On March 10, 1953, the House of Representatives for the third 
time passed and sent to the Senate a measure to enable Hawaii to 
become a State. This was Representative Saylor’s H. R. 3575, which 
was approved by a vote of 274 to 138. 

On April 1, 1954, the Hawaii-Alaska Enabling Act was passed by 
the Senate by a vote of 57 to 28. 

In the 84th Congress statehood for Hawaii and Alaska was con- 
sidered jointly in comprehensive hearings. On May 10, 1955, Repre- 
sentative Engle’s H. R. 2535 was recommitted by the House to the 
Committee on Interior and Insular Affairs by a vote of 218 to 170. 


Masor Provistons or H. R. 49 


Description of the boundaries 


The bill describes the boundaries of the proposed new State as all 
of the islands and Territorial waters of the Ternito of Hawaii, except 
the island of Palmyra. Palmyra Island is a small island 1,104 miles 
from Honolulu and is owned by one family. The committee does not 
believe that it is an appropriate part of the State unit, even though 
it has, for census purposes, been included within Honolulu County. 
Palmyra Island is, however, included within the Hawaii Federal 
Judicial District. 

The bill specifically excludes certain other islands which are not 
considered to be part of the Territory. 


Hawaiian Homes Commission 


In 1920 the Congress enacted the Hawaiian Homes Commission 
Act. By the terms of the act certain extensive lands were set aside 
out of the public domain to be used for the benefit and welfare of 
native Hawaiians. The act also established several funds for par- 
ticular uses which funds are supported by revenues from the lands set 
aside. The administration of the act was vested in a commission. 

Section 4 makes the Hawaiian Homes Commission Act a State law 
by compact with the United States. Under this compact, the State 
will maintain the basic aims and purposes of the act unless the United 
States consents to changes in them. The effect of the provision will 
be to require the State to assume responsibility for the welfare of 
native Hawaiians in accordance with the Hawaiian Homes Commis- 
sion Act, making only such changes in administrative and certain 
other details without the consent of Congress as are necessary to 
implement the purposes of the act under changing circumstances. 
A second provision of section 4 insures that neither the new State nor 








8 HAWAII STATEHOOD 


any of its subdivisions will take any action or enforce any laws or 
regulations which are unreasonably discriminatory against non- 
residents of the State. 


Land grants 


When Hawaii was annexed in 1898 the crown lands of the former 
monarchy and the Government lands became Federal lands. Through 
the years some of these lands have been set aside for special purposes 
and others have been exchanged for different lands. There now 
remain in unreserved Federal ownership approximately 1.4 million 
acres of the ceded lands. For the most part these lands are mountain- 
ous and of little value. The Territory has administered the public 
lands, except Federal reservations, for the United States since annexa- 
tion and has collected the revenues and spent them for public purposes. 

Section 5 of the bill grants most of the remaining ceded lands to the 
new State as a public trust, as was done in the case of Texas, saving 
to the United States title to all lands or interests in land set aside for 
Federal use. The section provides that absolute title to any lands or 
property set aside by the President or Governor within 5 years after 
statehood is granted shall remain with the United States; it also 
retains in effect the President’s authority to restore lands to their 
prema status for a 5-year period after admission. The use of and 

enefits from the granted lands will remain the same as they now are. 


Election of State and Federal officials 


As soon as possible after the enactment of the act the President is 
required to certify the fact to the Governor who will forthwith call an 
election of all State elective officers provided in the proposed State 
constitution and of 2 Senators and 2 Representatives in Congress. 


Representation in Congress 


According to the latest official estimates, the population of the 
Territory numbers about 569,504. In keeping with the current basis 
of apportionment in the Hoyse of Representatives, the bill (sec. 8) 
provides for two Representatives from Hawaii. They will cause a 
temporary increase in the overall membership, as fixed by law, until 
the next apportionment, but the bill does not change the basis for 
apportionment or the permanent overall membership. 

The judicial system 

Hawaii presently has a Federal district court deriving its powers 
from the Judicial Code. The Federal court handles matters common 
to United States district courts in the States. There is also a system 
of Territorial courts which functions like a State court system. The 
bill converts the existing Federal court into a regular United States 
district court with powers derived from article III, section 1, of the 
Constitution of the United States. Since the successor courts will be 
parallel in function to the existing courts, there is no problem of 
dividing up the matters now handled by any one court. 


Maritime matters 


Hawaii is on many trade routes to and from the Orient. There- 
fore, it has been a common port of call for American vessels in foreign 
trade. Such vessels are often granted certain Federal subsidies to 
better enable the American merchant marine to compete with foreign 
fleets. One of the conditions to grants of subsidies is that such 
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vessels will not engage in domestic trade in competition with the 
nonsubsidized coastwise and intercoastal carriers. The protected 
routes granted to nonsubsidized vessels include trade between the 
continental United States and any American possession or Territory. 
The Merchant Marine Act, 1936, made an exception to this rule, by 
allowing subsidized vessels to call at Hawaii while on a voyage im 
foreign trade, making an adjustment in subsidies to prevent improper 
competition. This type of shipping is an integral part of the important 
Hawaiian shipping industry. To change it mae cause serious and 
unnecessary confusion. The bill retains the right of such subsidized 
vessels to continue calling at Hawaii after statehood on the same 
conditions as now exist. 

Section 18 of the bill also retains regulatory jurisdiction of water 
commerce between Hawaii and the mainland in the Federal Maritime 
Board. Without a special provision retaining jurisdiction, such juris- 
diction would da tomnatically fall to the Interstate Commerce Com- 
mission. The committee does not feel that statehood should be al- 
lowed to confuse shipping procedures, authorities, and regulations. 


Immigration and nationality 


The immigration and nationality laws of the United States are ex- 
tended to Hawaii in the same manner as they are to other States in 
the Union. 


History AND BackGROUND 


In 1820 New England missionaries introduced the Christian re- 
ligion to Hawaii. From that time forward the ties of trade and friend- 
ship between the United States and Hawaii grew progressively 
stronger. In 1840 the people of Hawaii adopted their first constitu- 
tion, modeled along the Wise of the Constitution of the United States. 
As early as 1854 the Hawaiian people urged their King to procure 
annexation of the islands to the United States. A treaty was drafted 
at the request of President Pierce in that same year, including in its 
terms the assumption that the constitutional monarchy would be- 
come a State after the example of California and Texas. That treaty 
was never executed. 

A revolution later established a republic in Hawaii and annexation 
was again urged, but the treaty then pending in the United States 
Senate was withdrawn by President Cleveland upon his inauguration. 
In 1898 the Congress enacted Joint Resolution 55, 55th Congress 
(appendix B), by the terms of which the Hawaiian Islands were 
annexed ‘‘as a part of the territory of the United States.” 

The Territory consists of eight major islands and many smaller 
ones in the Hawaiian Archipelago. The islands lie about 2,200 miles 
southwest of California—closer than New York is to San Francisco— 
at the same latitude as Cuba and the same longitude as the western 
mainland of Alaska. 

The area of the islands is 6,420 square, miles or 4,118,400. acres, 
This is slightly larger than the combined area of Connecticut. and 
Rhode Island. 

The climate is moderate throughout the year. High temperatures 
are prevented by the trade winds. 

The population increased 14.9 percent between 1930 and 1940, and 
18.1 percent from 1940 to 1950. There has been a further increase 
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of 7.2 percent or 36,000 people since 1950. The present population is 
569,504 according to the latest official estimate. 

The population is 84 percent native-born American citizens includ- 
ing many races and national origins. As of 1950 the major groups 
contributed to the total population as follows: 23 percent white, 
36.9 percent Japanese, 17.2 percent Hawaiian, and the remainder 
Filipino, Chinese, Korean, Puerto Rican, and others. In the past 
50 years the proportion of residents of Japanese ancestry has decreased 
slightly while the proportion of Caucasians has increased slightly. <A 
complete analysis of the ancestry of Americans in Hawaii is included 
as appendix E to this report. 


Hawau Economy 


There have been 20 congressional investigations into statehood for 
Hawaii. From them a record of more than 6,350 pages of official 
testimony and information has been compiled. This record makes 
it abundantly clear that Hawaii has met, commendably and unwaver- 
ingly, every historical test for admission into the Union. 

Her economy alone, if we consider it wholly apart from all her 
other notable qualifications, would entitle Hawaii to take her place 
-_— us as a full-fledged and substantial member of our family of 
States. 

Hawaii’s resources are implanted deeply in her lands and industries. 
These she has managed wisely over the past. century to build a firm, 
self-sustaining and enduring economy. ‘Today, Hawaii’s real property 
assessments, the goods she produces, and her annual business turnover 
exceed greatly those of any of the 29 Territories heretofore admitted 
to statehood. 


Hawai Hieu 1n Per Capita INcoME 


Hawaii’s marked economic progress is vividly illustrated in the 
United States Department of Commerce report entitled “Income of 
Hawaii.” This publication reports that from 1939 to 1952, Hawaii’s 
economy outpaced that of the Nation. In this span of 14 years, the 
total of all personal incomes in Hawaii almost quadrupled. The 
totals were $218 million in 1938 to $864 million in 1952. 

In 1956, Hawaii’s personal income totaled $1.016 billion. This was 
the first time Hawaii’s personal income exceeded $1 billion durin 
the postwar period. istorically, Hawaii’s per capita persona 
income has tended to approximate that on the mainland. The 

ersonal income of $1.016 billion in 1956 received by residents in 

awaii was equivalent to $1,773 per person for Hawaii’s total civilian 
population of 569,504. The 1956 per capita income exceeded that 
of 26 States, as was the case in 1955. 

Territorial tax revenues from all sources for the fiscal year ending 
June 30, 1958, amounted to $114,128,247. 

Hawaii’s economy is a stable economy, founded on agriculture. 


Nowhere in the world have scientific methods been applied 
to agriculture on the scale that prevails in the sugar and 
pineapple production of Hawaii— 
the Senate Interior and Insular Affairs Committee reported in 1955. 
This is true today. 
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Mason Crop—SucGar 


In 1957, Hawaii’s 27 independent sugar plantations produced over 
1 million tons of raw sugar on their 221,000 acres, with a total value 
of $146 million. Payrolls of the sugar plantations in 1957 were 
approximately $56 million for some 17,000 year-round employees. The 
daily wage including fringe benefits is estimated at $14.80 per day, 
the Nation’s and the world’s highest agricultural wage. 


PINEAPPLE Seconp LarGest Crop 


The pineapple crop provides the second largest industry in the 
islands. For fiscal year ending May 31, 1957, the nine pineapple 
companies, located on five islands of the Hawaiian group, to 
30,787,208 cases of pineapple and juice, valued at $110 rmilfion, The 
pineapple industry eae employment for about 22,000 during the 
peak summer canning season and year-round employment for about 
_ persons. The industry’s annual payroll is estimated at $36 
million. 


TouRIsM 


Hawaii’s pleasant climate, scenic beauty and recreational facilities 
are also a major asset. The tourist industry expands annually— 
from a $6 million-a-year industry in 1946 to $65 million in 1956. 
A record total of 168,829 visitors, including transients, came to Hawaii 
during 1957, spending there $77,597,000. Tourist expenditures are 
expected to top $100 million by 1960. Expenditures by carriers and 
crews attributable to the visitor industry added, $8,800,000. to this 
total. Nor do these figures take into account the millions of dollars 
spent by the airlines and steamship companies serving the Territory 
or the spending of service idea. 

Another record-breaking year for isle tourism is predicted for 1958, 
when it is estimated that $80 million in new dollars will, be derived 
from more than 170,000 visitors. 

The Hawaii Visitors’ Bureau reports ihat roughly 15 percent more 
seats will be available on flights to Hawaii in 1958 than were available 
in 1957; however, the big increase in capacitie: will.come with the 
arrival of jets in late 1959 or early 1960. This introduction of faster 
service will mean an increase in the number ol visitors coming to 
Hawaii from the west coast, the Central States, and the industrialized 
East. Also several new ships are scheduled for the Hawaii run, and 
by 1960 at least two additional 2,000-passenger ships will be making 
regular calls at Honolulu. 


Horet Boom on in Hawai 


In 1945, the Pacific war came to an end and Hawaii set about 
refurbishing its facilities after 4 years of combat and defense statais. 
New Hotels came slowly. In 1954, four major beach hotels and several 
smaller ones were erected. This amounted to some 1,000 new hotel 
rooms. By 1956, there were more than 4,000 rooms at Waikiki. 
Early 1958 found 450 more hotel rooms in Waikiki than early 1957. 
In addition, proposed future developments of hotel accomodations 
have been discussed for the Waikiki area and, if realized, would 
account for the addition of 500 more rooms. 
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These expenditures, running into the millions, bolster the Hawaii 
Visitors’ Bureau optimistic view of the tourist trade as the greatest 
single source of immediately available revenue, and a potential rival 
of the sugar industry for No. 1 place in the Islands’ economy. 


NatIonAL Derense EXPENDITURES 


The strategic importance of Hawaii to the defense of America is 
vital. The recent enlargement of commands and the movement of 
Armed Forces from forward areas to Oahu has made Hawaii an in- 
creasingly important operational center for the entire Pacific area. 
Hawaii is a bastion of United States military strength in the Pacific, 
the hub of which is the Pearl Harbor Naval Base, headquarters of the 
Pacific’s unified military command. 

The Army has six major posts in Hawaii, Schofield Barracks is one 
of the largest in area in the world. Headquarters for the commanding 

eneral, United States Army Forces Pacific, are at Fort Shafter, in 
onolulu. 

The Military Establishment there represents today, in the interests 
of national defense, the islands’ largest single source of income. The 
money spent by the Federal Government, and the goods and services 
purchased by the Armed Forces, are considered Hawaii’s most im- 
portant “invisible export.’”’ This in 1957 amounted to $307 ,940,000. 


PayMENTs INTO FEDERAL TREASURY 


Reflecting the healthy state of their island economy were the tax 
totals paid last year (1957) by residents of Hawaii, more than $267 
millions. Of this sum, $163,955,000 went into the Federal Treasury 
on account of personal and corporate income taxes. This is more 
than paid in by nine of our mainland States (Wyoming, Vermont, 
North Dakota, South Dakota, Nevada, Idaho, Montana, New 
Mexico, and New Hampshire). 

Although Hawaii has no vote in the Congress levying such taxes, it 
pays consistently into the Federal Treasury a larger amount than the 
Federal Government has spent upon the Territory, not including 
national defense. 

Since its incorporation into the United States politic, Hawaii has 
paid into the national coffers the impressive sum of $2,188,407 ,000. 


Tue Hawai Lasor Force 


Employment in the Territory reached record totals. The em- 
ployed labor force increased from 204,243 at July 1956 to 206,085 
at July 1957 and unemployed decreased from 8,638 (4.1 percent) to 
7,404 (3.5 percent) of labor force over the same period. Wages, 
salaries and dividends paid to residents of Hawaii during 1957 
amounted to $686,273 ,659. 


LAND AND BuILDING VALUATIONS 


The steady growth of the population of Hawaii since annexation 
provides another cardinal statistic which further depicts the substance 
and soundness of her application for statehood. As of January 1, 
1957, the gross assessed valuation of real property aggregates 
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$1,933,325,220. This exceeds by far the assessed valuation of real 
roperty in any of the 29 territories upon their entrance into. the 
Jnion as states, and represents, almost, the combined values of real 
property in all States admitted into the Union since 1850. 


IMPORTANT MINERAL DiIscoOvERY 


The uncovering in Hawaii of high-grade deposits of bauxite—the 
raw material for aluminum—may make this country independent of 
foreign sources for this strategic mineral during the next century. 
The island of Hawaii alone contains more than 300 square miles of 
rich ore, enough to supply the United States for 100 years. This is 
the gist of a report by Dr. Paul L. Magill, chemist and senior scientist 
of Stanford Research Associates. His report reveals the Territory’s 
reserves of bauxite ore as 60 million tons; 10 times the known mainland 
reserve. 


HicHuicuts or Bustness ACTIVITIES 


Business in Hawaii directly reflects business conditions throughout 
the country. In step with the Nation, 1957 was the best year for 
business in Hawaii’s history. For the 11th consecutive year’ the 
volume of all business transactions in Hawaii exceeded the billion- 
dollar mark. For 1957 it totaled $1}841,012,839. Territorywide 
retail business volume rose to $666,467 ,660. 

Hawaii consistently ranks as one of the best customers of the con- 
tinental United States. In 1956, she bought from the mainland food, 
clothing, motorcars, household appliances, construction materials, 
machinery and equipment, fuel, medical supplies and many other 
items amounting to more than $430 million. Since 1933 Hawaii has 
been seventh and eighth in rank of continental United States cus- 
tomers, and in 1940, fifth, among all the nations of the world, ahead in 
purchases of such countries as: Italy, China, Cuba, the Philippines 
and Germany. 

Hawaii’s total expenditures in 1956, domestically and abroad, 
amounted to $748 millions. Her total income in mainland dollars 
he $805 million. Thus she earned a favorable trade balance of $57 
million. 

Fifty-nine banks and branches, as of June 30, 1957, were in opera- 
tion in Hawaii, with combined assets of $481 million. Bank clearings 
totaled $3,342,686,555. 

Five trust companies were in operation with total assets of 
$20,364,453, and 11 savings, buildings and loan associations with 
combined assets of over $136,162,096.. Under the Industrial Loan 
Act, 59 licenses were authorized. Their combined assets were 
$50,673,770. 


Air travel 


Honolulu International Airport, the principal airport in Hawaii, 
is one of the major airfields in the United States. During 1957, there 
were 245,046 takeoffs and landings at the airport. Interisland air- 
lines carried 559,604 passengers between the islands during the year. 
Overseas passengers numbered 298,634. Air freight also is becoming 
an increasingly important factor in both interisland and transocean 
trade. 








14 HAWAII STATEHOOD 


Transportation 

Hawaii is the crossroads of the Pacific, for airlines and seagoing 
trade as well as travel. Luxury liner travel between Hawaii and the 
mainland is-on the increase. During the past 18 months, passenger 
liner capacity has tripled—from a capacity of 41,760 one-way pas- 
senger trips per year early in 1956 to an annual rate of 123,000 passen- 
ers by mid-1957. A fleet of freighters which constitutes Hawaii’s 
Ftaling to the mainland also plays a significant role in interisland 
traffic. In 1956, 3,569,000 tons of imports and 2,505,000 tons of 
exports were carried between Hawaii, the mainland and other areas. 


Motor vehicles 


There were more than 196,722 motor vehicles registered in Hawaii 
on December 31, 1957. It is interesting to compare this with the 
89,000 pleasure cars registered in the Empire of Japan, a nation of 
90 million people. 


Diversified crops 
Cattle, hog, and poultry raising, coffee production, fisheries, the 
growing ‘and packing of such ae ucts as macadamia nuts, papaias, 
ananas, taro, and honey are locally important enterprises, and the 
established value is about $43,500,000. Of this total, about. $30 
million, or about 70 percent comes from livestock. 
Utilities 
Total gross revenues of all utilities in the Territory amounted to 
$48 million. Four utilities (electric power, telephones, interisland 
transportation, and gas) have aodbidl the aggregate value of their 
services since 1946. They recorded an average year-to-year increase 
of 7.3 percent between 1946 and 1957. 
Building 
Construction activity, a major bulwark in today’s economy, totaled 
$154,871,725 for 1957. This is an increase of more than 20 percent 
over 1956. Residential housing (in defense areas and in new suburban 
communities) has been the outstanding feature, but military installa- 
tions, hotels, offices, shopping centers and public works also have been 


important. The bulk of this expansion has been confined to the island 
of Oahu. 


New business 


There were 45,805 business licenses issued by the tax commissioner 
during 1957. A survey showed 76 new and 55 expanding firms created 
nearly 2,000 jobs with a capital investment of $19,849,857. Mainland 
investments in Hawaii have been continued too. Insurance com- 
panies alone accounted for $142 million as of January 1, 1957, com- 
pared to $121 million in January 1956. 


EDITORIALS 


Vigorous support by the Nation’s press for Hawaiian statehood 
continues to mount. This is amply illustrated by. the most recent 
Gallup poll and a compilation of editorials from newspapers in every 
State in the Union. These mediums of public expression reflect the 
— support for this legislation by the voters of the United 

tates 
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Annually, since Hawaii opened its struggle for admission into the 
Union, such evidence has grown that the country’s newspapers, small 
weeklies, and metropolitan dailies, in the North, the deep South, in 
the East and in the West, are overwhelmingly in favor of admitting 
Hawaii. 

Thus far this year 1,349 editorials, from each of the 48)States, on 
the subject of statehood for Hawaii, appeared in the American press: 
Almost without exception they urged action upon the Congress on the 
statehood legislation then pending before it. 

The most recent natidionl opinion survey on this subject, the Gallup 
poll, was published by the New York Herald Tribune on August 8, 
1958. It found that prior to World War Il, Americans with opinions 
on Hawaii statehood favored it by about 2 to 1, After World War 
II, during which Hawaii served as.a key outpost in the Pacific; public 
support rose sharply. In 1946 the vote was 3 to 1. ; 

During the years since then, Dr. Gallup reported, the national poll 
found increasingly clear majorities favoring Hawaii's admission into 
the Union. Today, Dr. Gallup reported, the ratio is 8 to 1, the highest 
ever recorded since the American Institute of Public Opinion first 
began polling on the subject. 


REASONS FOR STATEHOOD 


The committee is convinced that the grant of statehood will be in 
the best interest of the people of the entire Nation as well.as the 
half-million Americans who now reside in the Territory that has been 
an incorporated part of the United States for 58 years. 

In considering the benefits to the Nation of the grant of statehood 
to any particular Territory, it has never been possible at the time of 
admission to prove in precise mathematical terms the exact extent 
to which the residents of the older States would be benefited.. The 
specific advantages accruing to the Federal Government from the 
admission of any one of the 35 States admitted since the formation 
of the Union could not have been set forth in concrete terms to the 
Congress considering admission. 

Yet our dramatic history, and the greatness of our Nation today, 
proves conclusively that acceptance of new States has benefited the 
older areas as much as it has the citizens of the new State. Ever 
since enactment of the Northwest Ordinance of 1787, our people have 
recognized that our Nation cannot grow strong and prosperous except 
on a basis of full political equality for every incorporated area the 
people of which are willing and able to share the burdens of statehood. 

The citizens of Hawaii stand in precisely the same legal and political 
status today as did the residents of the Recahorene Perches when 
they were admitted to full citizenship in that, first, they are residents of 
an incorporated Territory, one to which the Constitution was extended 
by the 55th Congress more than a half century ago, thus incorporating 
it into the Union; second, the population of the Territory is sufficiently 
large and its resources sufficiently developed, beyond question, to 
support statehood; and third, its people are thoroughly imbued with 
American traditions and ideals, and earnestly desire statehood. 

A major difference, however, is that Hawaii today has a larger popu- 
lation chars do 4 of our States (Vermont, Delaware, Wyoming, and 
Nevada), and that with approximately 500,000 people, its population 
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is larger than that of any State at the time it entered the Union except 
Oklahoma. Also, Hawaii is the richest Territory in the point of 
economic development ever to enter the Union—in the fiscal year 
1957, Hawaii paid more than $163 million in Federal taxes, a sum 
greater than that paid by many of the present States. 

The admission of Hawaii would also constitute a singular achieve- 
ment in diplomacy. What could be a better argument than this to the 
critical Far Eastern area that the United States is still the land of 
promise for people of all backgrounds? The Hawaiian Americans of 
Japanese and other oriental backgrounds will be the living example 
that we live by principles of freedom and self-determination for all 
people. These thoroughly American people of oriental background 
can be a catalyst of untold value in accomplishing understanding 
where understanding is most needed. 

The American people believe that statehood is in the best interest 
of the Nation. Public polls taken over the last 10 years indicate that 
during that period the public has favored statehood by a majority of 
3 to 1 or more. - The latest reported poll indicates that the present 
favorable majority is more than 4% to 1. 

The platforms of both major political parties call for immediate 
statehood as they have for some years past, and President Dwight D. 
Eisenhower has strongly urged it throughout his administration as did 
former President Harry S. Truman. 

Admission of Hawaii to statehood would give it full and equal 
participation in the American system of government. It would 
accord the half-million American citizens who are also citizens of 
Hawaii the following specific rights which they do not have under 
the present Territorial system of government by the Congress in 
Washington: 

1. The right to full voting representation in both the United 
States Senate and House of Representatives; 

2. The right to vote for the President and Vice President of the 
United States; 

3. The right to choose their own Governor and to carry on func- 
tions of government by their own elected officials instead of 
Federal administrators; 

4. The right to determine the extent of the powers to be exer- 
cised by their own legislature ; 

5. The right to have justice administered by judges selected 
under local authority rather than by Federal appointees; 

6. The right to freedom from overlapping of Federal and local 
authority; and 

7. The right to a voice in any proposed amendment of the 
Federal Constitution, as well as on the taxes which the people 
of the Territory must pay. 

Any concept of permanent inferiority for the residents of any 
American Territory who have qualified for statehood by every his- 
toric and economic standard, and the vast majority of whom fervently 
desire it, is foreign to the American ideal. On the basis of principles 
established 170 years ago, our people heretofore always have recog- 
nized the right of an incorporated Territory to receive statehood so 
soon as it demonstrates conclusively that it ean meet the require- 
ments for statehood. Hawaii, with it large, thoroughly American 
population, its economic development, the splendid war record of its 
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people in fighting and dying for American ideals in both Europe and 
Asia, and the desire of its people for statehood, fits perfectly into the 
historic pattern under which out Nation has grown great. 


READINESS FOR STATEHOOD 


The Constitution of the United States sets no specific requirements 
for statehood, but throughout. our history the standards required for 
admission have been— 

(1) That the inhabitants of the proposed new State are imbued 
with and sympathetic toward the principles of democracy as ex- 
emplified in the American form of government; 

(2) That a majority of the electorate desire statehood; and 

(3) That the proposed new State has sufficient, population and 
resources to support, State government and to provide its share 
of the cost of the Federal Government. 

The committee is conyinced. that, Hawaii has met each of these 
requirements, and. is in all ways prepared for statehood. 

As to the first requirement, Hawaians have. been trained and steeped 
in American traditions and principles since the missionaries landed in 
the islands in 1820. The consitution adopted in 1840 was modeled 
after the Constitution of the United States. The people of Hawaii 
were the prime movers in the early attempts to bring about.annexation. 
This historic direction teward American principles of democracy has 
continued up to. today. 

The constitution which was adopted by the people of Hawaii by a 
3-to-1 majority is an admirable, thoroughly American document. The 
Territory has wisely and successfully operated a complete Territorial 

overnment, in tS with the Constitution of the United States, 
or over half a century. ' 

The loyalty and patriotism of the people of Hawaii has been proved 
beyond any reasonable doubt. Before World War Il, doubt was voiced 
in some quarters whether the inhabitants. of Japanese ancestry 
would be loyal to the United States. The answer was dramatically 
recorded for everyone to see. During World War I American citizens 
of Japanese ancestry (Nisei) in Hawaii formed the all-Nisei 100th 
Infantry Battalion. Later, the 100th was integrated into the 442d 
Regimental Combat Team, an all-Nisei outfit composed of volunteers 
from Hawaii and the mainland of the United States. In connection 
with this yolunteer combat team, the Army called for only 1,500 
volunteers from Hawaii. In less than 3 days, more than 10,000 
responded; in a week, more than 15,000 had volunteered. The Army 
decided to aecept 2,500. 

Between them, the 442d and the 100th made history without 
parallel in American military annals. According to the record, they 
were awarded more medals and combat decorations for their size and 
length of service in the line than any other United States infantry 
unit in World War Il or any previous war. 

Fighting in Ltaly and France, the 100th and 442d became famed.as 
the Purple Heart Regiment... They were in 7 major campaigns, suffer- 
ing 9,486 casualties, or 314 percent of their original strength. 

The unit received 18,143 individual decorations and medals and 7 
Presidential distinguished unit citations. 
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The so-called Nisei served with equal distinction with combat 
intelligence troops in the Pacific war against their ancestral homeland. 
After the war thousands of Nisei were called upon to serve in the army 
of occupation in Japan, contributing in great measure to the success 
of the occupation and the promotion of democratic principles and 
general good will toward the United States. 

Alien Japanese in Hawaii during World War II taught languages 
to American servicemen and translated captured enemy documents, 
They also worked with the Office of Strategic Services and drew maps 
by which Japan was bombed. And despite rampant rumors to the 
contrary, not a single case of espionage or sabotage was committed 
by a resident alien or citizen of Japanese origin before, during, or 
after the attack on Pearl Harbor. 

Since World War II it has been suggested by some that a different 
loyalty question has arisen concerning Communists in Hawaii. That 
suggestion will be discussed in the next section of this report. 

he committee is convinced that the people of Hawaii are as sin- 
cerely imbued with and sympathetic toward American principles as 
the people of any area under the flag. 

The committee is likewise convinced that the people of Hawaii 
desire immediate statehood. In a 1940 plebiscite, the people voted 
2 to 1 for statehood. In 1950, the people voted in favor of the con- 
stitution for the new State by more than a 3-to-1 majority. 

There can be no doubt about the ability of the people of Hawaii to 
support a State government and contribute their share toward the 
costs of the Federal Government. The Territory now pays all but a 
fraction of 1 percent of the total cost of Territorial government. The 
budget for Territorial and county government amounts to some $100 
million annually, all collected from local people by local taxes. 

The gross Territorial product of Hawaii for 1957 is about $1 billion, 
which is twice as large as that of any other State at the time of its 
admission. In 1956 wages and salaries amounted to about $770 
million, retail trade $580 million, dividends $42.7 million. Hawaii 
had 25,000 more visitors in 1956 than in 1955 and they spent $9 million 
more than in 1955. Diversified agriculture—other than sugar and 
pineapple—increased over 1955 to $44.3 million total dollar volume, 
and Hawaii’s 28 sugar plantations produced the second largest tonnage 
of raw sugar in their history. The volume in the construction industry 
was a peacetime high. 

The Territorial tax collections totaled $89.5 million in 1956 in addi- 
tin to $140 million paid by Hawaiians in Federal taxes. The per 
capita tax burden was $176.54 for fiscal 1956. This figure is $12.17 
higher than the national average and higher than in 33 States. 


Voter Turnout 1In Hawarn Tors Nation 


A measure of the civic consciousness of the people of the Territory 
of Hawaii was provided there in the 1956 territorial elections. A 
record number of registered voters went to the polls in a performance 
that topped the entire nation for a turnout of citizens on election day. 

The number of Hawaii citizens registering to vote in that election 
numbered 170,215. Of this number 151,962, or 89.2 percent voted. 

This, according to the American Heritage Foundation, exceeded 
the entire Nation in percentage of turnout with Idaho, which got 77.3 
percent of its registered voters to the polls, leading the 48 States. 
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Registration of voters in Hawaii has climbed steadily—from 102,000 
in 1946 to more than 170,000 in 1956. 

The committee members are convinced that the Nation could take in 
no more responsible partner than Hawaii. 


ARGUMENTS AGAINST STATEHOOD 


At the hearings held this session no witness testified in opposition 
to statehood. In the past the arguments against statehood have 
fallen into the following general pattern: 

(1) That Communists, through control of the International 
Longshoremen’s and Warehousemen’s Union (ILWU), have a 
stranglehold on the economy of the Hawaiian Islands, and that 
they have such political power that communism is.a threat to 
the political stability of the Territory; officials would continue 
to be subject to Communist pressure under statehood; 

(2) That the so-called Caucasians are outnumbered by other 
groups; 

(3) That the Territory is noncontiguous and hence outside 
the pattern of the present Union of States; 

(4) That two Senators from Hawaii would give the new State 
representation in Congress disproportionate to its population in 
comparison with other States. 

Communist control 


The United States Department of Justice, which is charged with 
responsibility over investigation, prosecution, and control of Com- 
munist subversion favors enactment of the bill. The present position 
of the Department is unchanged from previous years. In 1954 the 


Attorney General of the United States wrote to the committee as 
follows: 


The fact that it has been necessary to prosecute the leaders 
of the Communist conspiracy in Hawaii is, in my opinion, no 
more of an indication of the strength of the party in that, area 
than the convictions of the Communist leaders in New York, 
Pittsburgh, Seattle, and Los Angeles are indications of party 
control and dominance in those areas. 


Adm. G. L. Russell testified at this session’s hearings on behalf of 
the Department of Defeuse, and testified in favor of the bill. Admiral 
Russell apprehends no increase in internal security problems if state- 
hood is granted. No witness suggested that the threat of communism 
would increase under statehood. 

The committee believes that the facts concerning Communist in- 
fluence in Hawaii have been obscured by rumor. In 1946, the Federal 
Bureau of Investigation and other investigating agencies indicated 
that they could locate 160 Communists in Hawaii. In 1950 the 
House Un-American Activities Committee held an investigation at 
the invitation of the people of Hawaii and came up with the figure of 
90; and in 1952, Mr. J. Edgar Hoover of the Federal Bureau of In- 
vestigation stated the figure to be 36. Thus, communism is declining 
in numbers in the islands. 

The committee believes that the people of Hawaii have made 
extraordinary effort to crush whatever influence Communists may 
exert, and have been highly successful in their efforts. In 1949, 
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the ILWU called a dock strike which blockaded the islands. As a 
result of the strike, the Governor called the Territorial legislature 
into session and they passed a law, which is still on the books, allow- 
ing the State to seize and work the docks. The ILWU used every 
means at its disposal to block the legislation, but it failed. Thus, 
if, as opponents suggest, the membership of the ILWU could be 
tricked by their leaders with Communist motives into strangling the 
Hawaiian economy, the leaders would find that their most potent 
weapon, dock closure, had been disarmed by the people of Hawaii. 

hen the constitutional convention of 1950 was formed 63 dele- 
gates were elected. Fourteen people with Communist sympathies 
ran for delegate, but only two were elected. When the sympathies 
of the two were discovered one of them resigned and the convention 
refused to seat the other; so neither of them had any part in drafting 
the constitution. The constitution itself disqualifies Communists 
from holding any public office. 

In the 1955 legislature the speaker of the house, for some reason 
known only to him, sent a gavel to Harry Bridges, president of the 
ILWU. Members of the house rebelled against him 25 to 5 but, did 
not impeach him. This man had served 8 sessions in the house; 
but, instead of running again for the house, he entered the 1956 
primary for mayor of Hooofule. He was beaten 6% to 1 by a political 
newcomer and received 8 out of 423 votes in his own precinct. 

The most outspoken and effective foes of the ILWU, representing 
both major political parties, have been regularly elected to office in 
Hawaii over the iolent opposition of the union leaders, and all 
attempts of the ILWU to influence legislation in recent years have met 
with complete failure. If the Communists in Hawaii retain any 
neem influence the committee has been unable to find an example 
of it. 

The Korean war served as proof of the loyalty of Hawaiian-Amer- 
icans when fighting against a Communist enemy. In connection with 
Hawaiian participation in that conflict Gen. J. Lawton Collins wrote 
to the Delegate from Hawaii, Hon. Joseph R. Farrington: 


The relatively high casualty rate suffered by Hawaii 
soldiers can be attributed to the large proportion of Hawaii 
soldiers in the 24th Infantry Division, which includes the 5th 
Regimental Combat Team, and the 25th Division. At the 
time of its deployment to the Far East Command, almost 50 
percent were Hawaii-born soldiers. I doubt that any other 
unit of the Regular Army ean be associated with a particular 
ae area as closely as the 5th Regimental Combat 

eam is associated with Hawaii. There were also substantial 
percentages of Hawaii soldiers in the 24th and 25th Divisions 
which were already in Japan and which were, of course, the 
first committed in Korea. All enlisted personnel of these 
units, when the conflict started, were volunteers. The heavy 
fighting that they have encountered and the regrettably high 
casualty rates sustained are, of course, well known throughout 
the United States. 

The splendid part played by Hawaii in the Korean war is 
entirely in keeping with the distinguished record it established 
in World War II. 
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The record in the Korean war can be summarized as follows: 


Not one case of cowardice by a Hawaii soldier in the face of 
the Communist enemy was recorded in Korea. 

Not one case of successful Red “brainwashing” of any 
Hawaii soldier was recorded. 

Not one case of a Hawaii soldier’s desertion to the enemy 
was recorded. 

Of the 22 American servicemen who refused repatriation 
after the Korean war in favor of remaining with the Com- 
munists * * * there was not 1 from Hawau. 

There were 426 Hawaii boys killed in Korea action, a 
death toll 4% times the killed-in-action average for the rest 
of the United States. There were 1,352 total battle casual- 
ties from Hawaii, a rate 3 times as great as the casualty 
rate per capita for the rest of the Nation. 


The committee is convinced, and there is no evidence to the con- 
trary, that a grant of statehood will not in any way decrease the 
ability of the Nation or the people of Hawaii to combat the malignancy 
of communism. On the contrary, the people of Hawaii have taken 
unprecedented steps to protect themselves and have shown superior 
recognition of the menace. Therefore, the committee believes that 
statehood will provide a suitable and effective political structure 
through which the people of Hawaii can and will hasten the destruction 
of the last vestiges of Communist influence. 

The people of Hawaii 

The second objection, that of racial heterogeneity in the Territory, 
appears to be based on reasons which for the most part rarely are 
expressed frankly and openly. With the entire free. world looking 
to the United States for moral and spiritual leadership, the committee 
does not believe that the 85th Congress will deny full political equality 
to a group of its own citizens who have met every historic test of 
qualifying for statehood, merely because of the alien ancestry of 
a part of that group. Hawaii has been throughly American in word, 
thought, and deed for a half centry and longer. Its American insti- 
tutions and school systems have produced American citizens worthy 
to stand on a basis of full equality with the best citizens of any State 
in the Union. 

The devotion to American ideals of the sons of Hawaii has been 
indelibly written in the pages of world history on the battlefields of 
Europe and, more recently, in Korea. But in Civic, economic, and 
cultural attainments, also,.the people of Hawaii have created a com- 
munity to stand on a basis of full political equality with every other 
American community. The standard of living of the people is notable, 
with a per capita income slightly higher than the national average, 
according to a recent Department of Commerce report. 


Noncontiguity 


The argument that Hawaii should forever be denied statehood 
because their islands are not physically contiguous by land to the 
continental United States is in our judgment fallacious. It should 
play no part in consideration of this measure. Hawaii has for many 
decades been completely incorporated within the American system 
in every respect despite its lack of land contiguity. It is within 
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the American judicial, customs, and internal revenue systems. Its 
churches, fraternities, veterans’ and other organizations, its business 
groups and banking systems are closely linked with their counterparts 
on the mainland. In terms of modern communication and trans- 
portation Hawaii is today far closer to Washington than were many 
of the Original Thirteen States when the Constitution was adopted. 
In short, Hawaii is an integral part of the American scene. 

With modern methods of transportation and communication—air, 
sea, radio, and telephone—the argument that Hawaii is noncontiguous 
is purely a technical one. Hawaii is in fact contiguous to the main- 
land for all practical purposes. The committee believes that the 
Union of States that is the United States is more than a mere geo- 
graphic arrangement. It is a union that comes of a common loyalty 
and a common purpose. In these respects, Hawaii is, in fact, con- 
tiguous. 

As an example from the past, when California was admitted to 
the Union a trip to Washington meant 13,355 nautical miles around 
Cape Horn or crossing the vast, hostile Indian country of the western 
plains. When the Panama Canal was opened the voyage by water 
from Washington to San Francisco was cut to twice the distance from 
Hawaii to San Francisco. 


Representation in Congress 


The last argument, which asserts that 2 Senators would dilute the 
representation of large States, seems to the committee to have been 
wisely and finally settled 170 years ago by the Founding Fathers. 
But for the information of the House it should be noted that Hawaii 
has a larger population than several of the States, and, when admitted, 
will join 13 other States with 2 Senators and either 1 or 2 Representa- 
tives in Congress. 

Therefore, the committee finds no merit in any of the arguments 
against statehood, and recommends that statehood be granted. 


CONCLUSION 


A greater amount of information regarding Hawaii was available 
to the committee than has been the case in the admission of any other 
Territory. Every effort was made to go into all of the issues thor- 
oughly, and to give objective, impartial consideration to all of the 
objections presented. 

As a result, the committee is convinced that— 

(1) The admission of Hawaii into the Union as a State is in 
the best interest of the Nation and the Territory. 

(2) One-half million Americans in Hawaii are asking for the 
responsibilities that go with the kind of government which we 
know to be best for the Nation and the best for individual Ameri- 
cans. The committee believes that Hawaii has proved all quali- 
ties that the Nation traditionally demands. 

(3) In the current clash of political and economic ideologies in 
the battle for the minds of men, the admission of Hawaii as a 
State would be a practical demonstration that the United States 
practices what it preaches in the way of “government of. the 
people, by the people, and for the people.”’ 

Now in the time to prove to all the world that self-determination 
applies in the United States just as it /must apply wherever in the 
world human nate is free to follow its course. 
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SecTIonaAL ANALYSIS 


Section 1 provides that, subject to the provisions of the act and 
following proclamation by the President of the United States as 
required in section 7 (c), the Territory of Hawaii is admitted into the 
Union on an equal footing with other States. It also confirms and 
ratifies the Constitution adopted by the people of Hawaii in the 
election held November 7, 1950, and finds that it. conforms with the 
Constitution of the United States and the principles of the Declaration 
of Independence. A committee amendment requires that the pro- 
posed State constitution be found to be republican in form and not 
discriminatory in the right to vote against persons employed in the 
service of the United States or those aka in navigation before the 
act becomes effective. 

Section 2 defines the area which will comprise the State of Hawaii. 
It includes the islands, appurtenant reefs, and territorial waters in- 
cluded in the Territory of Hawaii, except the atoll known as Palmyra 
Island which, together with its reefs and territorial waters, is excluded 
from the State. The State will not include the Midway Islands, 
Johnston Island, Sand Island (offshore from Johnston Island), or 
Kingman Reef. These islands are not now included within the Terri- 
tory of Hawaii. 

Section 3 requires that the constitution of the State of Hawaii 
always be republican in form and not repugnant to the Constitution 
of the United States or the Declaration of Independence, 

Section 4 is a compact between the United States and the State of 
Hawaii. By the terms of the compact, the Hawaiian Homes Com- 
mission Act, 1920, as amended, is adopted as State law subject to 
change in its basic points only with consent of the United States. 
The Hawaiian Homes Commission Act is a law setting aside certain 
lands and establishing a commission to provide for the welfare of 
native Hawaiians. The purpose of the compact is to maintain thé 
primary provisions and aims of the act in effect unless Congress 
agrees to changes. However, the section is intended to allow the 
legislature of the new State to make changes concerning the adminis- 
tration of the act and to do those things necessary to implement its 
basic purposes. A State law passed in Tasthened of the aims of the 
act would be valid although, in fact, the operation of the law might 
result in a reduction of the money in one of the funds established by 
the act. However, a State law which amended the act as to the size 
of the funds would be invalid unless Congress gave its consent. 

Section 4 also contains a committee amendment prohibiting any 
action by the State of Hawaii which unreasonably discriminates 
against nonresidents. This is not intended to restrict the sovereignty 
of the State to a lesser quality than that enjoyed by other States. 
The language of the amendment would not prevent the new State 
from granting inducements to nonresidents in order to attract business 
to the new State since such inducement, if discriminatory at all, 
would discriminate in favor of nonresidents. 

Section 5 concerns property grants to the State of Hawaii. Sub- 
section (a) confirms in the new State title to all lands and. other 
public property which is owned by the Territory or its subdivisions. 
However, the title to any land or other property which is set aside 
for the use of the United States by an act of Congress or by order of 
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the Governor of Hawaii or the President and which remains set 
aside immediately prior to admission of the State into the Union is 
vested in the United States. 

Subsection 5 (b) grants generally to the State of Hawaii title to all 
land and other property which was ceded to the United States when 
Hawaii was annexed and which is still owned by the United States at 
the time of admission. It provides, however, that title to land or 
property which is set aside for the use of the United States by Act of 
Congress or by order of the President or Governor of Hawaii within 5 
years of the date when Hawaii becomes a State shall be retained by the 
United States. It also provides that the authority of the President 
to restore lands set aside for the use of the United States to their 
previous status shall continue for a period of 5 years after Hawaii is 
admitted to the Union. The lands are granted in lieu of all other 
grants provided for new States by other provisions of law. The total 
grant comprises about 1.4 million acres, much of which is mountainous 
m character. 

Subsection 5 (c) states that the lands are granted as a public trust 
for support of educational institutions, welfare of native Hawaiians 
as defined in the Hawaiian Homes Commission Act, development of 
farm and home ownership, public improvements, and the provision of 
lands for public use. Suit may be brought by the United States for 
breach of the trust so stated. Educational institutions supported in 
whole or in part by such land grants must remain under exclusive 
control of the State and may not be sectarian or denominational. 

Subsection 5 (d) repeals laws of the United States reserving its right 
to the free use of property which is granted to the State by the act, 
except for property used for critical military installations. 

Subsection 5 (e) extends the Submerged Lands Act to the new State. 

Section 6 provides for certification to the Governor of Hawaii of the 
President’s approval of the bill, for gubernatorial proclamation of a 
aa election, and for representation of the new State in Congress 

y 2 Senators and 2 Representatives. 

Section 7 (a) provides details concerning the election mentioned 
above. The primary election will be held on October 4, 1958, and a 
general election on November 4, 1958. - 

Subsection 7 (b) requires that the following two propositions be 
submitted to the voters for adoption or rejection: 

(1) The boundaries of the State of Hawaii shall be as prescribed 

in the act of Congress approved ______.__...-___..-----2 , and 
(Date of approval of this act) 

all claims of this State to any areas of land or sea outside the 

boundaries so prescribed are Sie irrevocably relinquished to 

the United States. 


(2) All provisions of the act of Congress approved 


(Date of 


eee eer reserving rights or powers to the United States, 
approval of this act) 


as well as those prescribing the terms or conditions of the grants 
of lands or other property therein made to the State of Hawaii, are 
consented to fully by said State and its people. 

If the propositions are adopted by the people the State constitution 
will be deemed amended to include each of such propositions. If the 
two propositions are not adopted by a majority of the voters the act 
will cease to be effective. 
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The act does not designate a date for the election at.which these 

jropenents must be submitted to the people, but the proposed new 

tate cannot be admitted into the Union until the election has been 
held and both propositions adopted. 

Subsection 7 (c) provides that upon a finding by the President that 
the propositions previously mentioned have been duly adopted, and 
upon certification of the returns of the election described.in section 7 
of the act, the President shall issue his proclamation announeing the 
results of the election. The State of Hawaii will thereupon, subject 
to section | (b) of the act, be deemed admitted into the Union. he 
subsection also provides that all officers of the Territory, including the 
Delegate in Congress shall continue in their offices until,the new State 
is admitted. 

Section 8 provides that the new State shall be entitled to two Repre- 
sentatives in Congress until the time of the next apportionment. Such 
Representatives will cause a temporary increase in the overall mem- 
bership of the House of Representatives; however, the act will not in- 
crease or decrease the permanent membership or affect the basis of 
apportionment in the House of Representatives. 

Section 9 provides for the establishment of a United States district 
court with powers derived from article III, section 1 of the.Constitu- 
tion of the United States.. The existing United States District Court 
for the District of Hawaii is converted into a-constitutional, court by 
changing the source of judicial authority, terminating the powers of 
the present judges and providing for the appointment: of two judges 
for the new court. 

Subsection 9 (b) repeals the provision of the Judicial Code estab- 
lishing eligibility for judges of the Territorial court. 

Subsection 9 (c) repeals the present statutory direction that judges 
of the Hawaii district, court shall hold office for a term of.6 years.. 

Section 10 deletes special mention of the Hawaii distriet court from 
a provision of existing law which defines the term “court of the 
United States.”” The effect of the section is to place the new Federal 
court in Hawaii in the same status as other Federal district. courts in 
the United States. 

Section 11 makes a number of technical. changes in the Judicial 
Code. The changes are as follows: 

(a) Repeals a provision of existing law setting special eligibil- 
ity requirements for United States attorneys for the District. of 

awail; 

(b) Deletes a provision of existing law which requires a differ- 
ent term of office for United States attorneys in Hawaii than for 
United States attorneys elsewhere; 

(c) Deletes a provision of existing law which requires a differ- 
ent term of office for United States marshals in Hawaii than for 
United States marshals elsewhere; and 

(d) Repeals a provision of existing law setting special,eligibil- 
iy requirements for United States marshals for the district of 

awail. 

Section 12 provides for the continuity of legal actions notwithstand- 
ing the admission of the State of Hawaii into the Union... There now 
exist in Hawaii two separate court systems, one of which handles 
Federal matters while the other handles Territorial matters... There- 
fore, the legal business can be continued in the successor. courts:with- 
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out the necessity of dividing and transferring business handled by a 
particular court. In short, the courts established on admission of 
the State into the Union will be parallel in function to the existing 
courts. 

Section 13 insures that rights of appeal will not be disturbed by 
admission of the State into the Union. 

Section 14 makes a number of changes in the Judicial Code and 
other provisions of law. The effect of the changes is as follows: 

(a) Removes a provision which now gives litigants in any 
court of record of Hawaii certain rights of direct appeal to the 
Supreme Court of the United States; 

(b) Removes the Territorial Supreme Court of Hawaii from 
the purview of a special provision of existing law allowing appeals 
in certain cases to the United States Court of Appeals for the 
Ninth Circuit; 

(ec) Repeals a provision of existing law which makes special 
provisions for appeals from the Territorial Supreme Court of 
Hawaii; 

(d) Exeludes the present courts from a provision authorizing 
pensions to judges in Territories and possessions, but saves the 
rights of judges which may have accrued under the provisions; 

(e) Repeal provisions. of existing law setting salaries for the 
Governor, secretary, and judges of the Territory of Hawaii. 

(f) Repeals a provision of law which applies to the Territorial 
courts of Hawaii the usual rules on removal of lawsuits; 

(g) Removes the Territorial supreme court from the purview 
of a provision of existing law relating to promulgation of rules of 
criminal procedure; 

(kh) Removes the Territorial supreme court from the purview 
of a provision of existing law relating to promulgation of rules on 
procedure after a verdict in criminal cases; 

(i) As amended in committee, includes Palmyra Island within 
the Hawaii Federal judicial district ; and 

(7) As amended in committee, extends the civil and criminal 
jurisdiction of the new United States District Court for the 

istrict of Hawaii to Palmyra Island. 

Subsections 14 (i) and 14 (j) do not and are not intended to include 
Palmyra Island within the State of Hawaii. The amendments only 
provide a Federal forum for the island. 

Section 15 directs that all Territorial laws and all United States laws 
continue in effect after the admission of the State of Hawaii to the 
Union except as they are changed by the act or may properly be 
changed by State law. The term “Perritorial laws’ is defined by 
a clarifying amendment to include both laws enacted by the Territorial 
legislature and laws of the United States which have been enacted 
me under the authority of the United States to provide for the 
government of Hawaii prior to statehood. 

Section 16 provides that the United States retains exclusive juris- 
diction over Hawaii National Park, subject to the right of the State 
to serve process and impose taxes and subject, also, to exercise of their 
voting rights by residents within the park. 

This section also reserves the right in Congress, subject to the 
exception contained in section 5 (d), to exercise the power of exclusive 
legislation over lands owned or controlled by the United States and 
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held for defense or Coast Guard purposes immediately prior to 
admission of the State into the Union. Such power of exclusive 
legislation is subject to the right of the State to serve process. This 
section also provides that the State may exercise its full jurisdiction 
over such areas unless and until Congress supersedes the State actions. 
The Federal power of exclusive legislation expires when the area ceases 
to be used for Defense or Coast Guard purposes. Section 16 further 
provides the United States shall continue to have exclusive juris- 
diction over such military installations as have been designated under 
section 5 (d). The term ‘defense purposes” includes military, 
naval, and Air Force purposes. 

Section 17 includes the State of Hawaii within the Federal Reserve 
System. 

Section 18 concerns maritime matters. 

Subsection 18 (a) continues the present jurisdiction of the Federal 
Maritime Board over water transportation to and from the State 
of Hawaii. If this subsection were not included in the act, regula- 
tory jurisdiction over domestic water transportation to and from 
the State of Hawaii would automatically devolve upon the Interstate 
Commerce Commission by operation of the Transportation Act of 
1940. The committee heard no suggestion or request that such 
jurisdiction be changed, and all statements which were received by the 
committee on this subject favored the position reflected in subsection 
18 (a). In any event, the committee does not believe that, a statehood 
bill is an appropriate place to change the law which is applicable to the 
complex problems of water transportation. 

Subsection 18 (b) makes three changes in the Merchant Marine 
Act, 1936, as amended. That act provides that ships which receive 
operating subsidies or construction subsidies from the United States 
may call at island territories on voyages in foreign trade. Under the 
existing provisions such ships do call at Hawaii and it is mtended that 
such calls may continue. If subsection 18 (b) were not included in 
the act. Hawaii would be excluded from such routes by the definition 
of allowable ports of call. The committee amended the original bill 
to allow calls at the “State of Hawaii” instead of ‘island State.’ 
The purpose of this amendment is to prevent any possibility of the 
section being construed as an expression by Congress of any. opinion 
as to whether or not any other island possession will or should become 
a State. 

Section 19 is an amendment suggested by the Department. of 
Justice and adopted by the committee. The purpose of the amend- 
ment is to leave all matters concerning nationality unchanged and 
unaffeeted by this act. 

Section 20 excludes a specific reference to the Territory of Hawaii 
from the definition of the term ‘‘State’’ as used in the Immigration 
and Nationality Act. 

Section 21 removes Hawaii from the purview of a section of the 
Immigration and Nationality Act which presently includes Hawaii as 
one of the Territories to which are applied the standards for denying 
aliens the privilege of admission into the United States. Thus, under 
section 21 aliens in Hawaii would have the same rights as aliens in 
any other State of the Union. 

Section 22 excludes the District Court for the Territory of Hawaii 
(Territorial court) from a section of the Immigration and Nationality 
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Act conferring jurisdiction over naturalization proceedings, thus plac- 
ing the State of Hawaii in the same position as other States. 

Section 23 provides that the act shall not affect a provision of the 
Immigration and Nationality Act which states that persons born in 
Hawaii or who were citizens of the Republic of Hawaii are citizens of 
the United States. 

Section 24 is a standard separability provision. The purpose of the 
provision ‘is to continue the remainder of the act in effect in the event 
a portion or an application of it is held to be invalid. 

Section 25 is a standard provision repealing acts in conflict with the 
act. 

Exsrcutive DEPARTMENTAL REPORTS 


Favorable reports on H. R. 49 and related bills providing for the 
admission of Hawaii into the Union were received from the Depart- 
ments of the Interior, Agriculture, State, and Justice and are printed 
below. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 14, 1957. 
Hon. Cuarr ENGLE, 
Chairman, Committee on Interior and Insular. Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Enotes: This responds to the request from your com- 
mittee for the views of this Department on H. R. 49, a bill to provide 
for the admission of the State of Hawaii into the Union. 

We recommend the enactment of the bill and suggest that it be 
amended in the manner set forth herein. 

The bill would provide for the admission of the State of Hawan 
into the Union and sets forth the procedures by which this could be 
accomplished. In our view, the bill is an appropriate vehicle to ac- 
complish this objective, and it properly takes into account and ratifies 
the steps taken to date with respect to the formation and adoption 
of a State constitution. 

The people of Hawaii have been citizens of the United States for 
more than half a century. They have enjoyed a measure of seif- 

overnment in local affairs which they have utilized ably and wisely. 
he economic development of the Territory is such that it has been 
able to support adequately virtually all the expenses of maintaining 
the Territorial government and it should easily be able to assume the 
slight additional expenses which the grant of statehood would impose. 
The culture of Hawaii, like its economy and political institutions, is 
closely akin to the culture of the United States. The loyalty and 
a of the citizens of Hawaii were amply demonstrated in 
orld War II and throughout the Korean conflict. 

Since 1903, the people of Hawaii have petitioned Congress to grant 
statehood to the Territory. Pursuant to a 1949 act of the Terri- 
torial legislature, a convention was convened for the drafting of a 
State constitution. The proposed constitution drafted by that 
convention was ratified by the electorate on November 7, 1950. 
This act of the people is a demonstration of their political maturity 
and the provisions of the constitution are a clear indication of the 
great extent to which the political philosophy and institutions of 
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Hawaii correspond with the political philosophy and institutions of the 
rest of the United States. 

The President has repeatedly urged the enactment of legislation 
granting statehood to Hawaii. In this year’s budget message he 
once again “recommends the enactment of Jegislation admitting 
Hawaii into the Union as a:State * * *.” The President’s recom- 
mendation is in the interest of the people of the continental United 
States as well as it is in the interest of the people of Hawaii since there 
is every reason to believe the admission of Hawaii as a State will 
strengthen the Nation just as the Nation has been strengthened by 
the grant of statehood to each of the 35 States admitted since 1789. 

e suggest the adoption of the following amendments which are 
Deseng pees in nature and designed to clarify certain provisions 
of the bill: 

1. In line 13, page 3, after the word “amendment”’, strike out the 
words “or law’’ and insert in lieu thereof a comma followed by the 
words “whether made in the constitution or in the manner required 
for ordinary State legislation.”” Section 4 is intended to assure that 
the primary purposes and objectives of the Hawaiian Homes Com- 
mission Act shall not be impaired in any manner by action of the 
State government without the consent of the Congress. However, 
we do not believe it was intended that the State legislature should 
not have authority to pass any law in furtherance of the purposes of 
the act if the operation of the law might result in a reduction of one 
of the funds, provided such law does not amend the Hawaiian Homes 
Commission Act. The inclusion of the words ‘‘or law’ would cast a 
doubt on the authority of the State to properly administer the act, 
and, therefore, should be deleted. 

2. In line 19, page 4, after the word “property,” strike out the 
word “in” and insert in lieu thereof the phrase “within the boundaries 
of the proposed State of”. 

3. In line 1, page 7, after the word “‘all’’, insert the word “‘State’’. 

4. pane 22 and 23, page 8, delete the phrase “‘the second para- 

raph of”. 
t he Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 
Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 





DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., March 20, 1957. 
Hon. Cian ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear ConGressMAN Encte: This is in reply to your letter of 
January 16, 1957, requesting a report on certain bills, including H. R. 
49, H. R. 339, H. R. 629, H. R. 848, and H. R. 1246, all of which 
relate to admission of the State of Hawaii into the Union. 

The Department’s overall position on these bills may best be set 
forth by quoting from the budget message of the President, dated 
January 16, 1957: “I also recommend the enactment of legislation 
admitting Hawaii into the Union as a State, * * *” 
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We have no comments on the specific language of the bills because 
it does not directly affect this Department. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
(Signed) Truz D. Morss, 
Acting Secretary. 


DEPARTMENT OF STATE, 
March 7, 1957. 
Hon. Cuiarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. Eneusz: I refer to your letter of January 16, 1957, re- 
questing this Department to furnish reports on the following bills, 
each of which deals with the question of Statehood for Alaska and 
Hawaii: H. R. 49, H. R. 50, H. R. 339, H. R. 340, H. R. 628, H. R. 
629, H. R. 848, H. R. 849, H. R. 1242, H. R. 1243, H. R. 1246. 

The Department of State’s interest in this question is, of course, 
confined to the effect which the admission of Alaska and Hawaii to 
the Union might have on our foreign relations. In a general sense 
the Department believes that the granting of statehood to these two 
Territories would be favorably regarded by most foreign powers. 

As you know, chapter XI of the United Nations Charter calls upon 
those members which administer nonself-governing territories to 
develop self-government in them and to take account of the political 
aspirations of their peoples. Statehood for Alaska and Hawaii, 
particularly in view of the concrete expressions of public opinion in 
its favor in these Territories, would seem to constitute a clear example 
of the development of self-government referred to in the charter, 
and as such, should be viewed in a favorable light by the great ma- 
jority of U. N. members. 

The Bureau of the Budget, in informing the Department that it 
has no objection to the submission of this report, has requested that 
the President’s remarks on this subject in his budget message of 
January 16, 1957, be brought to your attention. In that message the 
President said: 

“T also recommend the enactment of legislation admitting Hawaii 
into the Union as a State, and that, subject to area limitations and 
other safeguards for the conduct of defense activities so vitally 
necessary to our national security, statehood also be conferred upon 
Alaska.”’ 

Sincerely yours, 
Rosert C. Hin, 
Assistant Secretary 
(For the Secretary of State). 
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Unirep States DEPARTMENT OF JUSTICE, 
OrFice oF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., April 8, 1967. 
Hon. Cuair ENGigz, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CuartrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R.49), to 
provide for the admission of the State of Hawaii into the Union. 

The Department of Justice favors the enactment of legislation to 
ea statehood to Hawaii as recommended by the President in his 

udget message for the fiscal year ending June 30, 1958. Comment on 
certain features of H. R. 49 is submitted below. . 

Jurisdiction would be reserved to the United States over Hawaii 
National Park by section 16 (a) of the bill and over lands owned by 
the United States and held for military, naval, Air Force, or Coast 
Guard purposes by section 16 (b): The jurisdiction over the park 
would be the exclusive jurisdiction now exercised by the United States 
pursuant to the act of April 18, 1930 (46 Stat. 227), subject to the 
exceptions provided by section 1 of that act (16U.S. C., sec. 395) and 
in addition, the right of persons residing in the park to vote. The 
jurisdiction over tracts or parcels of lands of the United States held 
for military, naval, Air Force, or Coast Guard purposes (sec: 16 (b)), 
would be exclusive in the United States, subject to the right of the 
State to serve civil or criminal process within such areas in connection 
with matters arising outside thereof, and to the proviso that such 
exclusive jurisdiction shall not operate “to prevent said State from 
exercising over or upon such land, concurrently with the’ United 
States, any jurisdiction whatsoever which it would have in the absence 
of such reservation of authority and which is consistent with the laws 
hereafter enacted by the Congress pursuant to such reservation of 
authority.’ It is understood that this proviso was proposed by the 
Department of Defense with the intent that concurrent jurisdiction 
may be exercised by the State unless and until Congress imposes 
restrictions on such exercise of jurisdiction. This intent is further 
indicated by the statement as to the purpose of the provision set forth 
on pages 26 and 27 of House Report No. 88, 84th Congress. 

The exceptions to exclusive jurisdiction over Hawaii National Park 
and the intent to confer concurrent jurisdiction over lands of the 
United States held for military, naval, Air Force, and Coast Guard 
purposes are in line with certain of the conclusions of the Inter- 
departmental Committee for the Study of Jurisdiction over Federal 
Areas Within the States made in part I of its report issued in April 
1956, copies of which have been furnished to the Congress. The 
Committee concluded, that possession of any measure of legislative 
jurisdiction in the United States is not generally advantageous with 
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respect to the large bulk of Federal areas in the States, and that only 
concurrent legislative jurisdiction should be acquired in the usual 
case over areas on which, because of their great size, large population 
or remote location, or because of peculiar requirement based on their 
use, it is necessary that the Federal Government render law enforce- 
ment and other services of a character ordinarily rendered by a State 
or local government. 

Inasmuch as section 2 of the bill consists of a single paragraph, the 
words “‘of the second paragraph” appearing on page 8, lines 22 and 
23, would appear inappropriate and should be deleted. 

It is suggested that in lieu of the language ‘When any State is’’ 
appearing on page 20, line 17 of the bill, there be substituted the 
language ‘“‘When the State of Hawaii or any State.” Such amend- 
ment would make it clear that the proposed amendment of the 
Federal Reserve Act is intended to apply to Hawaii. 

The bill should provide specifically that nothing contained therein 
shall be construed to confer United States nationality upon any alien 
residents of the Territory, and that the repeal of any statutes by the 
bill shall not confer or restore nationality previously lost under any 
law of the United States or any treaty to which the United States may 
have been a party. Otherwise doubt might arise as to the citizenship 
status of many persons now in the Territory of Hawaii. 

Section 101 (a) (36) and (38) and section 212 (d) (7) of the Immigra- 
tion and Nationality Act should be revised to eliminate the references 
therein to Hawaii. Amendment of section 310 (a) of the Immigration 
and Nationality Act also would appear to be nece in view of the 
reference therein to the District Court of the United States for the 
Territory of Hawaii. 

Inasmuch as section 305 of the Immigration and Nationality Act 
declares the citizenship status of persons born in Hawaii, the bill 
should include a provision specifying that this section of the Immigra- 
tion and Nationality Act is not to be regarded as amended, repealed, 
or modified by the enactment of the bill. 

It is noted that the bill makes no provision for separability in the 
event of judicial determination of the unconstitutionality of any 
provision. Accordingly, it is suggested that a section covering sep- 
arability be added to the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Wiuu1aM P. Rocsrs, 


Deputy Attorney General. 
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APPENDIX A 
THE CONSTITUTION OF THE STATE OF HAWAII 


PREAMBLE 


We, the people of the State of Hawaii, grateful for Divine Guidance, and mindful 
of our Hawaiian heritage, reaffirm our belief in a government of the people, by the 
people and for the people, and with an understanding heart toward all the peoples 
of the earth, do hereby ordain and establish this constitution for the State of Hawaii. 


FEDERAL CONSTITUTION ADOPTED 


The Constitution of the United States of America is adopted on behalf of the 
people of the State of Hawaii. 


ARTICLE I 
BILL OF RIGHTS 


Political Power Section |. All political power of this State is inherent in 
the people; and the responsibility for the exercise thereof rests 
with the people. All government is founded on this authority. 


Rights of Man Section 2. All persons are free by nature and are equal 
in their inherent and inalienable rights. Among these rights 
arc the enjoyment of lite, liberty and the pursuit of happiness, 
and the acquiring and possessing of property. These rights 
cannot endure unless the people recognize their corresponding 
obligations and responsibilities. 


Freedom of Section 3. No law shall be enacted respecting an establish- 
Religion, Speech, ment of religion or prohibiting the free exercise thereof, or 
Press, Assembly abridging the freedom of speech or of the press, or the right of 


and Petition the people peaceably to assemble and to petition the government 
for a redress of grievances. 

Due Process Section 4. No person shall be deprived of life, liberty 

and Equal or property without due process of law, nor be denied the equal 

Protection protection of the laws, nor be denied the enjoyment of his civil 


rights or be discriminated against in the exercise thereof because 
of race, religion, sex or ancestry. 


Searches and Section 5. The right of the people to be secure in their 

Seizures persons, houses, papers and effects, against unreasonable searches 
and seizures, shall not be violated; and no warrants shall issue, 
but upon probable cause, supported by oath or affirmation, and 
particularly describing the place to be searched and the persons 
or things to be seized. 
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Section 6. No citizen shall be disfranchised, or deprived 


of any of the rights or privileges secured to other citizens, unless 
by the law of the land. 


Section 7. No citizen shall be denied enlistment in any 
military organization of this State nor be segregated therein 
because of race, religious principles or ancestry. 


Section 8. No person shall be held to answer for a capital 
or otherwise infamous crime, unless on a presentment or indict- 
ment of a grand jury, except in cases arising in the armed forces 
when in actual service in time of war or public danger; nor 
shall any person be subject for the same offense to be twice put 
in jeopardy; nor shall any person be compelled in any criminal 
case to be a witness against himself. 


Section 9. Excessive bail shall not be required, nor 


excessive fines imposed, nor cruel or unusual punishments 
inflicted. 


Section 10. In suits at common law where the value in 
controversy shall exceed one hundred dollars, the right of trial 
by jury shall be preserved. The legislature may provide for a 
verdict by not less than three-fourths of the members of the jury. 


Section 11. In all criminal prosecutions, the accused shall 
enjoy the right to a speedy and public trial, by an impartial jury 
of the district wherein the crime shall have been committed, 
which district shall have been previously ascertained by law, 
or of such other district to which the prosecution may be removed 
with the consent of the accused; to be informed of the nature 
and cause of the accusation; to be confronted with the witnesses 
against him; to have compulsory process for obtaining witnesses 
in his favor ; and to have the assistance of counsel for his defense. 


Section 12. No person shall be disqualified to serve as a 
juror because of sex. 


Section 13. The privilege of the writ of habeas corpus 
shall not be suspended, unless when in cases of rebellion or 
invasion the public safety may require it. 

The power of suspending the privilege of the writ of habeas 
corpus, and the laws or the execution thereof, shall never be 
exercised except by the legislature, or by authority derived from 
it to be exercised in such particular cases only as the legislature 
shall expressly prescribe. 


Section 14. The military shall be held in strict subordina- 
tion to the civil power. 


Section 15. A well regulated militia being necessary to 
the security of a free state, the right of the people to keep and 
bear arms shall not be infringed. 
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Section 16. No soldier or member of the militia shall, 
in time of peace, be quartered in any house, without the consent 
of the owner or occupant, nor in time of war, except in a manner 
prescribed by law. 


Section 17. There shall be no imprisonment for debt. 


Section 18. Private property shall not be taken for public 
use without just compensation. 


SecTion 19. The power of the State to act in the general 
welfare shall never be impaired by the making of any irrevocable 
grant of special privileges or immunities. 


Section 20. The enumeration of rights and privileges shall 
not be construed to impair or deny others retained by the people. 


ARTICLE Il 
SUFFRAGE AND ELECTIONS 


Section |. Every citizen of the United States, who shall 
have attained the age of twenty years, have been a resident of 
this State not less than one year next preceding the election 
and be a voter registered in accordance with law, shall be 
qualified to vote in any state or local election. No person shall 
be qualified to vote unless he is also able, except for physical 
disability, to speak, read and write the English or Hawaiian 
language. 


Section 2. No person who is non compos mentis and no 
person convicted of felony, unless pardoned and restored to his 
civil rights, shall be qualified to vote. 


Section 3. No person shall be deemed to have gained or 
lost residence simply because of his presence or absence while 
employed in the service of the United States, or while engaged 
in navigation or while a student at any institution.of learning. 


Section 4. The legislature shall provide for the registra- 
tion of voters and for absentee voting; and shall prescribe the 


method of voting at all elections. Secrecy of voting shall be 
preserved. 


Section 5. General elections shall be held on the first 
Tuesday after the first Monday in November in all even- 
numbered years. Special elections may be held in accordance 
with law. Contested elections shall be determined by a court 
of competent jurisdiction in such manner as shall be provided 
by law. 
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ARTICLE III 
THE LEGISLATURE 


Section 1. The legislative power of the State shall be 
vested in a legislature, which shall consist of two houses, a 
senate and a house of representatives. Such power shall. extend 
to all rightful subjects of legislation not inconsistent with this 
constitution or the Constitution of the United States. 


Section 2. The senate shall be composed of twenty-five 
members, who shall be elected by the qualified voters of the 
respective senatorial districts. The districts, and the number 
of senators to be elected from each, shall be as follows: 

First senatorial district: that portion of the island of Hawaii 
known as Puna, Hilo and Hamakua, five; 

Second senatorial district: that portion of the island of 
Hawaii known as Kau, Kona and Kohala, two; 

Third senatorial district: the islands of Maui, Molokai, 
Lanai and Kahoolawe, five; 

Fourth senatorial district: that portion of the island of Oahu 
lying east and south of Nuuanu Street and Pali Road and the 
upper ridge of the Koolau Range from the Nuuanu Pali to 
Makapuu Point and all other islands not specifically enumerated, 
five ; 

Fifth senatorial district: that portion of the island of Oahu 
lying west and north of the fourth senatorial district, five ; and 

Sixth senatorial district: the islands of Kauai and Niihau, 
three. 


Section 3. The house of representatives shall be composed 
of fifty-one members, who shall be elected by the qualified voters 
of the respective representative districts. Until the next reap- 
portionment, the representative districts and the number of 
representatives to be elected from each shall be as set forth in 
the Schedule. 


Section 4. On or before June 1 of the year 1959, and of 
each tenth year thereafter, the governor shall reapportion the 
members of the house of representatives in the following manner: 
The total number of representatives shall first be reapportioned 
among four basic areas, namely, (1) the island of Hawaii, (2) 
the islands of Maui, Molokai, Lanai and Kahoolawe, (3) the 
island of Ozhu and all other islands not specifically enumerated, 
and (4) the islands of Kawai and Niihau, on the basis of the 
number of voters registered at the last preceding general election 
in each of such basic areas and computed by the method known 
as the method of equal proportions, no basic area to receive less 
than one member. Upon the determination of the total number 
of representatives to which each basic area is entitled, such total 
shall be reapportioned among the one or more representative 
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districts within each basic area on the basis of the number of 
voters registered at the last preceding general election within 
each of such representative districts and computed by the method 
known as the method of equal proportions, no representative 
district to receive less than one member. Upon any reapportion- 
ment, should the total number of voters registered in any 
representative district be less than one-half of the quotient 
obtained by dividing the total number of voters registered in the 
State by the total number of members to which the house is 
entitled, then, as part of such reapportionment, the basic area 
within which such representative district lies shall be redistricted 
by the governor in such manner that the total number of voters 
registered in each new representative district therein shall be 
more than one-half of such quotient. 


The governor shall thereupon issue a proclamation showing 
the results ot such reapportionment, and such reapportionment 
shall be effective for the election of members to such house for 
the next five succeeding legislatures. 


Original jurisdiction is hereby vested in the supreme court 
of the State to be exercised on the application of any registered 
voter, made within thirty days following the date specified above, 
to compel, by mandamus or otherwise, the governor to perform 
the above duty; and made within thirty days following the date 
of such proclamation, to compel, by mandamus or otherwise, the 
correction of any error made in such reapportionment. 


Section 5. The members of the legislature shall be elected 
at general elections. The term of office of members of the house 
of representatives shall be two. years beginning with their election 
and ending on the day of the next general election, and the term 
of office of members of the senate shall be four years beginning 
with their election and ending on the day of the second general 
election after their election. 


Section 6. Any vacancy in the legislature shall be filled 
for the unexpired term in such manner as may be prescribed by 
law, or, if no provision be made by law, by appointment by the 
governor for the unexpired term. 


Section 7. No person shall be eligible to serve as a member 
of the senate unless he shall have attained the age of thirty years, 
have been a resident of the State for not.less than three years and 
be a qualified voter of the senatorial district from which he seeks 
to be elected. No person shall be eligible to serve as a member 
of the house of representatives unless he shall have attained the 
age of twenty-five years, have been a resident of the State for 
not less than three years and be a qualified voter of the repre- 
sentative district from which he seeks to be elected. 
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Section 8. No member of the legislature shall be held to 
answer before any other tribunal for any statement made or 
action taken in the exercise of his legislative functions; and 
members of the legislature shall, in all cases except felony or 
breach of the peace, be privileged from arrest during their 
attendance at the sessions of their respective houses, and in going 
to and returning from the same. 


Section 9. No member of the legislature shall hold any 
other public office under the State, nor shall he, during the 
term for which he is elected or appointed, be elected or appointed 
to any public office or employment which shall have been 
created, or the emoluments whereof shall have been increased, 
by legislative act during such term. The term “public office”, 
for the purposes of this section, shall not include notaries public, 
reserve police officers or officers of emergency organizations for 
civilian defense or disaster relief. The legislature may prescribe 
further disqualifications. 


Section 10. The members of the legislature shall receive 
such salary and allowances as may be prescribed by law, but 
any increase or decrease in the amount thereof shall not apply to 
the legislature which enacted the same. No salary shall be 
payable when the senate alone is convened in special session, or 
when the legislature convenes in special session pursuant to 
Section 17 of this article, 


Section 11. Regular sessions of the legislature shall be 
held annually. The governor may convene the legislature, or 
the senate alone, in special session. All sessions shall be held 
at the capital of the State. In case the capital shall be unsafe, 
the governor may direct that any session shall be held at some 
other place. Regular sessions in odd numbered years shall be 
known as “general sessions” and regular sessions in even 
numbered years shall be known as “budget sessions”. 


At budget sessions the legislature shall be limited to the 
consideration and enactment of the general appropriations bill 
for the succeeding fiscal year and bills to authorize proposed 
capital expenditures, revenue bills necessary therefor, urgency 
measures deemed necessary in the public interest, bills calling 
elections, proposed constitutional amendments and bills to pro- 
vide for the expenses of such session and the special session to be 
convened thereafter in accordance with the provisions of Section 
17 of this article. The legislature may also consider and act 
upon matters relating to the impeachment or removal of officers. 
No urgency measure shall be considered unless a statement of 
facts constituting such urgency shall be set forth in one section 
thereof and until such section shall have been first approved by 
each house. The approval of such section and the final passage 
of such measure in each house shall require a two-thirds vote of 
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all the members to which such house is entitled, taken by ayes 
and noes and entered upon its journal. 


Regular sessions shall commence at 10:00 o'clock a. m., on 
the third Wednesday in February. General sessions shall be 
limited to a period of sixty days and budget sessions and special 
sessions to a period of thirty days, but the governor may extend 
any session for not more than thirty days. Sundays and holidays 
shall be excluded in computing the number of days of any 
session. 


Section 12. Neither house shall adjourn during any 
session of the legislature for more than three days, or sine die, 
without the consent of the other. 


Section 13. Each house shall be the judge of the elections, 
returns and qualifications of its own members and shall have, 
for misconduct, disorderly behavior or neglect of duty of any 
member, power to punish such member by censure or, upon a 
two-thirds vote of all the members to which such house is 
entitled, by suspension or expulsion of such member. Each 
house shall choose its own officers, determine the rules of its 
proceedings and keep a journal. The ayes and noes of the 
members on any question shall, at the desire of one-fifth of the 
members present, be entered upon the journal. 

Twenty days after a bill has been referred to a committee 
in either house, the same may be recalled from such committee 
by the affirmative vote of one-third of the members to which 
such house is entitled. 


Section 14. A majority of the number of members to 
which each house is entitled shall constitute a quorum of such 
house for the conduct of ordinary business, of which quorum 
a majority vote shall suffice; but the final passage of a bill in 
each house shall require the vote of a majority of all the members 
to which such house is entitled, taken by ayes and noes and 
entered upon its journal. A smaller number than a quorum 
may adjourn from day to day and may compel the attendance 
of absent members in such manner and under such penalties as 
each house may provide. 


Section 15. No law shall be passed except by bill. Each 
law shall embrace but one subject, which shall be expressed in 
its title. The enacting clause of each law shall. be, “Be it 
enacted by the legislature of the State of Hawaii.” 


Section 16. No bill shall become law unless it shall pass 
three readings in each house, on separate days. Every bill when 
passed by the house in which it originated, or in which amend- 
ments thereto shall have originated, shall immediately be 
certified by the presiding officer and clerk and sent to the other 
house for consideration. 













































































































































































40 






Approval or 
Veto 


Reconsideration | 
After 
Adjournment 


Procedures 
Upon Veto 


Punishment of 
Non-Members 





HAWAIL STATEHOOD 





Section 17. Every bill which shall have passed the legis- 
lature shall be certified by the presiding officers and clerks of 
both houses and shall thereupon be presented to the governor. 
If he approves it, he shall sign it and it shall become law. If 
the governor does not approve such bill, he may return it, with 
his objections to the legislature. He may veto any specific item 
or items in any bill which appropriates money for specific pur- 
poses by striking out or reducing the same; but he shall veto 
other bills, if at all, only as a whole. 

The governor shall have ten days to consider bills presented 
to him ten or more days before the adjournment of the legislature 
sine die, and if any such bill is neither signed nor returned by 
the governor within that time. it shall become law in like 
manner as if he had signed it. 


The governor shall have forty-five days, after the adjourn- 
ment of the legislature sine die, to consider bills presented to 
him less than ten days before such adjournment, or presented 
after adjournment, and any such bill shall become law on the 
forty-fifth day unless the governor by proclamation shall have 
given ten days’ notice to the legislature that he plans to return 
such bill with his objections on that day. The legislature may 
convene at or before noon on the forty-fifth day in special ses- 
sion, without call, for the sole purpose of acting upon any such 
bill returned by the governor. In case the legislature shall fail 
to so convene, such bill shall not become law. Any such bill 
may be amended to meet the governor’s cbjections and, if so 
amended and passed, only one reading being required in each 
house for such passage, it shall be presented again to the governor, 
but shall become law only if he shall sign it within ten days after 
presentation. 

Sundays and holidays shall be excluded in computing the 
number of days designated in this section. 


Section 18. Upon the receipt of a veto message from the 
governor, each house shall enter the same at large upon its 
journal and proceed to reconsider the vetoed bill, or the item 
or items vetoed, and again vote upon such bill, or such item or 
items, by ayes and noes, which shall be entered upon its journal. 
If after such reconsideration such bill, or such item or items, 
shall be approved by a two-thirds vote of all members to which 
each house is entitled, the same shall become law. 


Section 19. Each house may punish by fine, or by imprison- 
ment not exceeding thirty days, any person not a member of 
either house who shall be guilty of disrespect of such house by 
any disorderly or contemptuous behavior in its presence or that 
of any committee thereof; or who shall, on account of the 
exercise of any legislative function, threaten harm to the body 
or estate of any of the members of such house; or who shall 
assault, arrest or detain any witness or other person ordered to 
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attend such house, on his way going to or returning therefrom; 
or who shall rescue any person arrested by order of such house. 
Any person charged with such an offense shall be informed 
in writing of the charge made against him, and have an oppor- 
tunity to present evidence and be heard in his own defense. 


Section 20. The governor and lieutenant governor, and 
any appointive officer for whose removal the consent of the 
senate is required, may be removed from office upon conviction 
of impeachment for such causes as may be provided by law. 

The house of representatives shall have the sole power of 
impeachment of the governor and lieutenant governor and the 
senate the sole power to try such impeachments, and no such 
officer shall be convicted without the concurrence of two-thirds 
of the members of the senate. When sitting for that. purpose, 
the members of the senate shall be on oath or affirmation and 
the chief justice shall preside. Subject to the provisions of this 
paragraph, the legislature may provide for the manner and 
procedure of removal by impeachment of such officers. 

The legislature shall by law provide for the manner and 
procedure of removal by impeachment of the appointive officers. 

Judgments in cases of impeachment shall not extend beyond 
removal from office and disqualification to hold and enjoy any 
office of honor, trust or profit under the State; but the person 
convicted may nevertheless be liable and subject to indictment, 
trial, judgment and punishment according to law. 


ARTICLE IV 
THE EXECUTIVE 


SecTion 1. The executive power of the State shall be 
vested in a governor. 

The governor shall be elected by the qualified voters of this 
State at a general election. The person receiving the highest 
number of votes shall be the governor. In case of a tie vote, the 
selection of the governor shall be determined in accordance with 
law. 

The term of office of the governor shall begin at noon on 
the first Monday in December next following his election and 
end at noon on the first Monday in December, four years 
thereafter. 

No person shall be eligible to the office of governor unless 
he shall be a qualified voter, have attained the age of thirty-five 
years and have been a citizen of the United States for twenty 
years and a resident of this State for five years next preceding 
his election. 

The governor shall not hold any other office or employment 


of profit under the State or the United States during his term 
of office. 








42 


Lieutenant 


Compensation, 
Governor, 
Lieutenant 
Governor 


Executive 
Powers 


HAWAII STATEHOOD 


Secrion 2. There shall be a lieutenant governor, who 
shall have the same qualifications as the governor. He shall be 
elected at the same time, for the same term, and in the same 
manner, as the governor. He shall perform such duties as may 
be prescribed by law. 


Section 3. The compensation of the governor and of the 
lieutenant governor shall be prescribed by law, but shall not be 
less than eighteen thousand dollars, and twelve thousand dollars, 
respectively, per annum. Such compensation shall not be 
increased or diminished for their respective terms, unless by 
general law applying to all salaried officers of the State. When 
the lieutenant governor succeeds to the office of governor, he 
shall receive the compensation for that office. 


Section 4. When the office of governor is vacant, the 
lieutenant governor shall become governor. In the event of the 
absence of the governor from the State, or his inability to 
exercise and discharge the powers and duties of his office, such 
powers and duties shall devolve upon the lieutenant governor 
during such absence or disability. 

When the office of lieutenant governor is vacant, or in the 
event of the absence of the lieutenant governor from the State, 
or his inability to exercise and discharge the powers and duties 
of his office, such powers and duties shall devolve upon such 
officers in such order of succession as may be provided by law. 

In the event of the impeachment of the governor or of the 
lieutenant governor, he shall not exercise the powers of his 
office until acquitted. 


Section 5. The governor shall be responsible for the 
faithful execution of the laws. He shall be commander in 
chief of the armed forces of the State and may call out such 
forces to execute the laws, suppress or prevent insurrection or 
lawless violence or repel invasion. He shall, at the beginning 
of each session, and may, at other times, give to the legislature 
information concerning the affairs of the State and recommend 
to its consideration such measures as he shall deem expedient. 

The governor may grant reprieves, commutations and 
pardons, after conviction, for all offenses, subject to regulation 
by law as to the manner of applying for the same. The legis- 
lature may, by general law, authorize the governor to grant 
pardons before conviction, to grant pardons for impeachment 
and to restore civil rights denied by reason of conviction of 
offenses by tribunals other than those of this State. 

The governor shall appoint an administrative director to 
serve at his pleasure. 
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Section 6. All executive and administrative offices, de- 
partments and instrumentalities of the state government and 
their respective functions, powers and duties shall be allocated 
by law among and within not more than twenty principal 
departments in such manner as to group the same according to 
major purposes so far as practicable. Temporary commissions 
or agencies for special purposes may be established by law and 
need not be allocated within a principal department. 

Each principal department shall be under the supervision of 
the governor and, unless otherwise provided in this constitution 
or by law, shall be headed by a single executive. Such single 
executive shall be nominated and, by and with the advice and 
consent of the senate, appointed by the governor and he shall 
hold office for a term to expire at the end of the term for which 
the governor was elected. The governor may, by and with the 
advice and consent of the senate, remove such single executive. 


Whenever a board, commission or other body shall be the 
head of a principal department of the state government, the 
members thereof shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor. 
The term of office and removal of such members shall be as 
prescribed by law. Such board, commission or other body may 
appo.nt a principal executive officer, who, when authorized by 
law, may be ex officio a voting member thereof, and who may be 


removed by a majority vote of the members appointed by the 
governor, 


The governor shall nominate and, by and with the advice 
and consent of the senate, appoint all officers for whose election 
or appointment provision is not otherwise made by this constitu- 
tion or by law. The legislature may provide for the suspension 
or removal for cause, by the governor, of any officer for whose 
removal the consent of the senate is required by this constitution. 

When the senate is not in session and a vacancy occurs in 
any office, appointment to which requires the confirmation of the 
senate, the governor may fill the office by granting a commission 
which shall, unless such appointment is confirmed, expire at the 
end of the next session of the senate; but the person so appointed 
shall not be eligible for another interim appointment to such 


office if the appointment shall have failed of confirmation by the 
senate. 


No person who has been nominated for appointment to any 
office and whose appointment has not received the consent of 


the senate shall be eligidle to an interim appointment thereafter 
to such office, 


All officers appointed under the provisions of this section 


shall be citizens of this State and shall have been residents of 


the State for at least three years next preceding their appoint- 
ment. 
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ARTICLE V 
THE JUDICIARY 


Section 1. The judicial power of the State shall be vested 
in one supreme court, circuit courts, and in such inferior courts 
as the legislature may from time to time establish. The several 
courts shall have original and appellate jurisdiction as provided 
by law. 


Section 2. The supreme court shall consist of a chief 
justice and four associate justices. When necessary, the chief 
justice shall assign a judge or judges of a circuit court to serve 
temporarily on the supreme court. In case of a vacancy in the 
office of chief justice, or if he is ill, absent or otherwise unable 
to serve, an associate justice designated in accordance with the 
rules of the supreme court shall serve temporarily in his stead. 


Section 3. The governor shall nominate and, by and with 
the advice and consent of the senate, appoint the justices of the 
supreme court and the judges of the circuit courts. No nomina- 
tion shall be sent to the senate, and no interim appointment shall 
be made when the senate is not in session, until after ten days’ 
public notice by the governor. 


No justice or judge shall hold any other office or position of 
profit under the State or the United States. No person shall be 
eligible to such office who shall not have been admitted to 
practice law before the supreme court of this State for at least 
ten years. Any justice or judge who shall become a candidate 
for an elective office shall thereby forfeit his office. 


The term of office of a justice of the supreme court shall be 
seven years and that of a judge of a circuit court shall be six 
years. They shall receive for their services such compensation as 
may be prescribed by law, which shall not be diminished during 
their respective terms of office, unless by general law applying to 
all salaried officers of the State. They shall be retired upon 
attaining the age of seventy years. They shall be included in any 
retirement law of the State. They shall be subject to removal 
from office upon the concurrence of two-thirds of the membership 
of each house of the legislature, sitting in joint session, for such 
causes and in such manner as may be provided by law. 


Section 4. Whenever a commission or agency, authorized 
by law for such purpose, shall certify to the governor that any 
justice of the supreme court or judge of a circuit court appears 
to be so incapacitated as substantially to prevent him from per- 
forming his judicial duties, the governor shall appoint a board 
of three persons to inquire into the circumstances and on their 
recommendation the governor may retire the justice or judge 
from office. 
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Section 5. The chief justice of the supreme court shall be 
the administrative head of the courts. He may assign judges 
from one circuit court to another for temporary service. With 
the approval of the supreme court he shall appoint an administra- 
tive director to serve at his pleasure. 


Section 6. The supreme court shall have power to promul- 
gate rules and regulations in all civil and criminal cases for all 
courts relating to process, practice, procedure and appeals, which 
shall have the force and effect of law . 


ARTICLE VI 
TAXATION AND FINANCE 


Section 1. The power of taxation shall never be sur- 
rendered, suspended or contracted away. 


Section 2. The land and other -property belonging to 
citizens of the United States residing without the State shall 
never be taxed at a higher rate than the lands and other property 
belonging to residents thereof. 


Section 3. All bonds and other instruments of indebtedness 
issued by or on behalf of the State or a political subdivision 
thereof must be authorized by the legislature, and bonds and 
other instruments of indebtedness of a political subdivision must 
also be authorized by its governing body. 

Sixty million dollars is established as the limit of the funded 
debt of the State at any time outstanding and unpaid. Bonds 
and other instruments of indebtedness in excess of such limit 
may be issued when authorized by a two-thirds vote of all the 
members to which each house of the legislature is entitled, 
provided such excess debt, at the time of authorization, would 
not cause the total of state indebtedness to exceed a sum equal 
to fifteen percent of the total of assessed values for tax rate 
purposes of real property in the State, as determined by the last 
tax assessment rolls pursuant to law. 

Instruments of indebtedness to meet appropriations for any 
fiscal period in anticipation of the collection of revenues for such 
period or to meet casual deficits or failures of revenue, which 
shall be payable within one year, and bonds or other instruments 
of indebtedness to suppress insurrection, to repel invasion, to 
defend the State in war or to meet emergencies caused by disaster 
or act of God, may be issued by the State under legislative 
authorization without regard to any debt limit. 

A sum equal to ten percent of the total of the assessed values 
for tax rate purposes of real property in any political sub- 
division, as determined by the last tax assessment rolls pursuant 
to law, is established as the limit of the funded debt of such 
political subdivision at any time outstatiding and unpaid. The 
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aggregate, however, of such debts contracted by any political 
subdivision during a fiscal year shall not exceed two percent of 
the total of such assessed values in such political subdivision. 

Instruments of indebtedness to meet appropriations for any 
fiscal period in anticipation of the collection of revenues for such 
period or to meet casual deficits or failures of revenue, which 
shall be payable within one year, may be issued by any political 
subdivision under authorization of law and of its governing 
body, without regard to the limits of debt hereinabove provided. 

All bonds or other instruments of indebtedness for a term 
exceeding one year shall be in serial form maturing in substanti- 
ally equal annual installments, the first installment to mature 
not later than five years from the date of the issue of such series, 
and the last installment not later than thirty-five years from the 
date of such issue. Interest and principal payments shall be a 
first charge on the general revenues of the State or political 
subdivision, as the case may be. 

The provisions of this section shall not be applicable to 
indebtedness incurred under revenue bond statutes by a public 
enterprise of the State or political subdivision, or by a public 
corporation, when the only security for such indebtedness is the 
revenues of such enterprise or public corporation, or, to indebted- 
ness incurred under special improvement statutes when the 
only security for such indebtedness is the properties benefited or 
improved or the assessments thereon. 

Nothing in this section shall prevent the refunding of any 
indebtedness at any time. 


Section 4. Within such time prior to the opening of each 
regular session as may be prescribed by law, the governor shall 
submit to the legislature a budget setting forth a complete plan 
of proposed general fund expenditures and anticipated receipts 
of the State for the ensuing fiscal period, together with such 
other information as the legislature may require. The budget 
shall be compiled in two parts, one setting forth all proposed 
operating expenditures for the ensuing fiscal period and the 
other, all capital improvements expenditures proposed to be 
undertaken during such period. The governor shall also, upon 
the opening of the session, submit bills to provide for such pro- 
posed expenditures and for any recommended additional revenues 
or borrowings by which the proposed expenditures are to be met. 
Such bills shall be introduced in the legislature upon the opening 
of each regular session. 


Section 5. No appropriation bill, except bills recommended 
by the governor for immediate passage, or to cover the expenses 
of the legislature, shall be passed on final reading until the bill 
authorizing operating expenditures for the ensuing fiscal period, 
to be known as the general appropriations bill, shall have been 
transmitted to the governor. 
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Section 6. No tax shall be levied or appropriation of 
public money or property made, nor shall the public credit be 
used, directly or indirectly, except for a public purpose. No 
grant shall be made in violation of Section 3 of Article I of 


this constitution. 


Section 7. Provision for the control of the rate of expendi- 
tures of appropriated state moneys, and for the reduction of such 
expenditures under prescribed conditions, shall be made by law. 


Section 8. The legislature, by a majority vote of each 
house in joint session, shall appoint an auditor who shall serve 
for a period of eight years and thereafter until a successor shall 
have been appointed. The legislature, by a two-thirds vote of 
the members in joint session, may remove the auditor from office 
at any time for cause. It shall be the duty of the auditor to 
conduct post-audits of all transactions and of all accounts kept 
by or for all departments, offices and agencies of the State and 
its political subdivisions, to certify to the accuracy of all finan- 
cial statements issued by the respective accounting officers and 
to report his findings and recommendations to the governor and 
to the legislature at such times as shall be prescribed by law. 
He shall also make such additional reports and conduct such 
other investigations as may be directed by the legislature. 


ARTICLE - VII 
LOCAL GOVERNMENT 


Section 1. The legislature shall create counties, and may 
create other political subdivisions within the State, and provide 
for the government thereof. Each political subdivision shall 
have and exercise such powers as shall be conferred under general 
laws. 


Section 2. Each political subdivision shall have power to 
frame and adopt a charter for its own self-government within 
such limits and under such procedures as may be prescribed by 
law. 


Section 3. The taxing power shall be reserved tothe 
State except so much thereof as may be delegated by the legis- 
lature to the political subdivisions, and the legislature shall have 
the power to apportion state revenues among the several political 
subdivisions. 


Section 4. No law shall be passed mandating any political 
subdivision to pay any previously accrued claim. 


Section 5. This article shall not limit the power of the 
legislature to enact laws of statewide concern. 
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ARTICLE VIII 
PUBLIC HEALTH AND WELFARE 


Section |. The State shall provide for the protection and 
promotion of the public health. 


Section 2. The State shall have power to provide for 
treatment and rehabilitation, as well as domiciliary care, of 
mentally or physically handicapped persons. 


Section 3. The State shall have power to provide assist- 
ance for persons unable to maintain a standard of living com- 
patible with decency and health. 


Section 4. The State shall have power to provide for, 
or assist in, slum clearance and the development or rehabilitation 
of substandard areas, including housing for persons of low 
income, 


Section 5. The State shall have power to conserve and 
develop its natural beauty, objects and places of historic or 
cultural interest, sightliness and physical good order, and for 
that purpose private property shall be subject to reasonable 
regulation. 


ARTICLE IX 
EDUCATION 


Section 1. The State shall provide for the establishment, 
support and control of a statewide system of public schools free 
from sectarian control, a state university, public libraries and 
such other educational institutions as may be deemed desirable, 
including physical facilities therefor. There shall be no segre- 
gation in public educational institutions because of race, religion 
or ancestry; nor shall public funds be appropriated for the 
support cr benefit of amy sectarian or private educational 
institution. 


Section 2. There shall be a board of education, the 
members of which shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor from 
panels submitted by local school advisory councils to be estab- 
lished by law. At least part of the membership of the board 
shall represent geographic subdivisions of the State. 


Section 3. The board of education shall have power, in 
accordance with law, to formulate policy, and to exercise control 
over the public school system through its executive officer, the 
superintendent of public instruction, who shall be appointed by 
the board and shall be ex officio a voting member thereof. 
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Section 4. The University of Hawaii is hereby established 
as the state university and constituted a body corporate. It 
shall have title to all the real and personal property now or 
hereafter set aside or conveyed to it, which shall be held in 
public trust for its purposes, to be administered and disposed of 
according to law. 


Section 5. There shall be a board of regents of the 
University of Hawaii, the members of which shall be nominated 
and, by and with the advice and consent of the senate, appointed 
by the governor. At least part of the membership of the board 
shall represent geographic subdivisions of the State. The 
president of the university and the superintendent of public 
instruction shall be ex officio voting members of the board. The 
board shall have power, in accordance with law, to formulate 
policy, and to exercise control over the university through its 
executive officer, the president of the university, who shall be 
appointed by the board. 
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Section 1. The legislature shall promote the conservation, 
development and utilization of agricultural resources, and fish, 
mineral, forest, water, land, game and other natural resources. 


Section 2. The legislature shall vest in one or’ more 
executive boards or commissions powers for the management of 
natural resources owned or controlled by the State, and such 
powers of disposition thereof as may be authorized by law; but 
land set aside for public use, other than for a reserve for con- 
servation purposes, need not be placed under the jurisdiction of 
such a board or commission. 

The mandatory provisions of this section shall not apply to 
the natural resources owned by or under the control of a 
political subdivision or a department or agency thereof. 


Section 3. All fisheries:in the sea waters of the State not 
included in any fish pond or artificial inclosure shall be free to 
the public, subject to vested rights and the right of the State 
to regulate the same. 


Section 4. The legislative power over the lands owned 
by or under the control of the State and its political subdivisions 
shall be exercised only by general laws, except in respect to 
transfers to or for the use of the State, a political subdivision, 
or any department or agency thereof. 
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Section 5. The public lands shall be used for the develop- 
ment of farm and home ownership on as widespread a basis as 


possible, in accordance with procedures and limitations pre- 
scribed by law. 


ARTICLE XI 
HAWAIIAN HOME LANDS 


Section 1. Anything in this constitution to the contrary 
notwithstanding, the Hawaiian Homes Commission Act, 1920, 
enacted by the Congress, as the same has been or may be amended 
prior to the admission of the State, is hereby adopted as a law 
of the State, subject to amendment or repeal by the legislature, 
provided, that, if and to the extent that the United States shall so 
require, said law shall be subject to amendment or repeal only 
with the consent of the United States and in no other manner, 
provided, further, that, if the United States shall have been 
provided or shall provide that particular provisions or types of 
provisions of said Act may be amended in the manner required 
for ordinary state legislation, such provisions or types of pro- 
visions may be so amended. The proceeds and income from 
Hawaiian home lands shall be used only in accordance with the 
terms of said Act, and the legislature may, from time to time, 
make additional sums available for the purposes of said Act by 
appropriating the same in the manner provided by law. 


Section 2. The State and its people do hereby accept, as 
a compact with the United States, or as conditions or trust 
provisions imposed by the United States, relating to the manage- 
ment and disposition of the Hawaiian home lands, the require- 
ment that Section 1 hereof be included in this constitution, in 
whole or in part, it being intended that the Act or Acts of the 
Congress pertaining thereto shall be definitive of the extent and 
nature of such compact, conditions or trust provisions, as the 
case may be. The State and its people do further agree and 
declare that the spirit of the Hawaiian Homes Commission Act 
looking to the continuance of the Hawaiian homes projects for 
the further rehabilitation of the Hawaiian race shall be faith- 
fully carried out. 


ARTICLE XII 


ORGANIZATION, COLLECTIVE BARGAINING 


Private 
Employees 
Public 
Employees 


Section 1. Persons in private employment shall have the 
right to organize for the purpose of collective bargaining. 


Section 2. Persons in public employment shall have the 
right to organize and to present and make known their grievances 
and proposals to the State, or any political subdivision or any 
department or agency thereof. 
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ARTICLE XIll 
STATE BOUNDARIES, CAPITAL FLAG 


Boundaries Section 1. The State of Hawaii shall include the islands 
and territorial waters heretofore constituting the Territory of 
Hawaii. 

Capital Section 2. Honolulu, on the Island of Oahu, shall be the 
capital of the State. 

State Flag Section 3. The Hawaiian flag shall be the flag of the State. 


ARTICLE XIV 
GENERAL AND MISCELLANEOUS PROVISIONS 


Civil Service Section 1. The employment of persons in the civil service, 
as defined by law, of or under the State, shall be governed by the 


merit principle. 


Employees Secrion 2. Membership in any employees’ retirement 

Retirement system of the State or any political subdivision thereof shall be a 

System contractual relationship, the accrued benefits of which shall not 
be diminished or impaired. 

Disqualification Section 3. No person who advocates, or who aids or 

for Disloyalty belongs to any party, organization or association which advocates, 


the overthrow by force or violence of the government of this 
State or of the United States shall be qualified to hold any 
public office or employment. 


Oath of Office Section 4. All public officers, before entering upon the 
duties of their respective offices, shal] take and subscribe to the 
following oath or affirmation: “I do solemnly swear (or affirm) 
that 1 will support and defend the Constitution of the United 
States, and the Constitution of the State of Hawaii, and that 1 
will faithfully discharge my duties as 
PORES LT ERA Fs to the best of my ability.” The 
legislature may prescribe further oaths or affirmations. 


Intergovernmental Section 5. The legislature may provide for cooperation 

Relations on the part of this State and its political subdivisions with the 
United States, or other states and territories, or their political 
subdivisions, in matters affecting the public health, safety and 
general welfare, and funds may be appropriated to effect such 
cooperation. 

Federal Lands Section 6. The United States shall be vested with or 
retain title to or an interest in or shall hold the property in the 
Territory of Hawaii set aside for the use of the United States 
and remaining so set aside immediately prior to the admission of 
this State, in all respects as and to the extent set forth in the 


act or resolution providing for the admission of this State to the 
Union. 
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Section 7. Any trust provisions which the Congress shall 
impose, upon the admission of this State, in respect of the lands 
patented to the State by the United States or the proceeds and 
income therefrom, shall be complied with by appropriate 
legislation. 


Section 8. The lands and other property, the final deter- 
mination and disposition of which shall not have been made by 
the Congress upon the admission of this State, shall, pending 
such determination and disposition, continue to be administered 
in accordance with the laws applicable thereto immediately prior 
to the admission of this State, except as the Congress may consent 
to any amendment of said laws, and no provision of this con- 
stitution for the exercise of powers or functions other than in 
accordance with such laws shall, without the consent of the 
Congress, apply to the lands or property so administered. 


Section 9. No taxes shall be imposed by the State upon 
any lands or other property now owned or hereafter acquired 
by the United States, except as the same shall become taxable 
by reason of disposition thereof by the United States or by 
reason of the consent of the United States to such taxation. 


Section 10. All provisions of the act or resolution admit- 
ting this State to the Union, or providing for such admission, 
which reserve to the United States jurisdiction of Hawaii 
National Park, or the ownership or control of lands within 
Hawaii National Park, are consented to fully by the State and 
its people. 


Sectién 11. All those provisions of the act or resolution 
admitting this State to the Union, or providing for such admis- 
sion, which reserve to the United States judicial rights or powers 
are consented to fully by the State and its people; and those 
provisions of said act or resolution which preserve for the State 
judicial rights and powers are hereby accepted and adopted, 
and such rights and powers are hereby assumed, to be exercised 
and discharged pursuant to this constitution and the laws of the 
State. 


Section 12. Titles and subtitles shall not be used for 


: purposes of construing this constitution. 


Whenever any personal pronoun appears in this constitution, 
it shall be construed to mean either sex, 


Section 13. The enumeration in this constitution of 
specified powers shall not be construed as limitations upon the 
power of the State to provide for the general welfare of the 
people. 


Section 14. The provisions of this constitution shall be 
self-executing to the fullest extent that their respective natures 
permit. 
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ARTICLE XV 
REVISION AND AMENDMENT 


SecTION 1, Revisions of or amendments to this constitution 
may be proposed by constitutional convention or by the 
legislature. 


Section 2. The legislature may submit to the electorate at 
any general or special election the question, “Shall there be a 
convention to propose a revision of or amendments to the 
Constitution?” If any ten-year period shall elapse during which 
the question shall not have been submitted, the lieutenant gover- 
nor shall certify the question, to be voted on at the first general 
election following the expiration of such period. 

If a majority of the ballots cast upon such question be in 
the affirmative, delegates to the convention shall be chosen at 
the next regular election unless the legislature shall provide for 
the election of delegates at a special election. 

Notwithstanding any provision in this constitution to the 
contrary, other than Sates 3 of Article XIV, any qualified 
voter of the district concerned shall be eligible to membership 
in the convention. 

Unless the legislature shall otherwise provide, there shall 
be the same number of delegates to such convention, who shall 
be elected from the same areas, and the convention shall be 
convened in the same manner, as nearly as practicable, as 
required for the Hawaii State Constitutional Convention of 
1950. 
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The provisions of this section shall be self-executing, but 
the legislature shall make the necessary appropriations and may 
enact legislation to facilitate their operation. 


Section 3. The legislature may propose amendments to 
the constitution by adopting the same, in the manner required 
for legislation, by a two-thirds vote of each house on final reading 
at any session, after either or both houses shall have given the 
governor at least ten days’ written notice of the final form of 
the proposed amendment, or, with or without such notice, by 
a majority vote of each house on final reading at each of two 
successive sessions. 

Upon such adoption, the proposed amendments shall be 
entercd upon the journals, with the ayes and noes, and published 
once in each of four successive weeks in at least one newspaper 
of general circulation in each senatorial district wherein such a 
newspaper is published, within the two months’ period immed- 
iately preceding the next general election. 

At such general election the proposed amendments shall be 
submitted to the electorate for approval or rejection upon a 
separate ballot. 

The conditions of and requirements for ratification of such 
proposed amendments shall be the same as provided in Section 
2 of this article for ratification at a general election. 


Section 4. No proposal for amendment of the constitution 
adopted in either manner provided by this article shall be subject 
to veto by the governor. 


ARTICLE XVI 
SCHEDULE 
Representative Listricts 


Section 1. As provided in Section 3 of Article III until 
the next reapportionment, the representative districts and the 
number of members to be elected from each shall be as follows: 

First representative district: that portion of the island of 
Hawaii known as Puna, one representative ; 

Second representative district: that portion of the island of 
Hawaii known as South Hilo, four representatives ; 

Third representative district: that portion of the island of 
Hawaii known as North Hilo and Hamakua, one representative ; 

Fourth representative district: that portion of the island of 
Hawaii known as Kau and South Kona and that portion of 
North Kona, for convenience herein referred to as Keauhou, 
more particularly described as*follows: from a point at the 
seashore between the lands of Holualoa 1 and 2 and Puapuaa 2 
running northeasterly along the boundary of Holualoa | and 2 
to Puu Laalaau; (2) easterly in a straight line to a point called 
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“‘Naohueleelua’”’ being the common corner of the lands of 
Puuanahulu, Kaohe and Keauhou 2nd; (3) southeasterly along 
the common boundary between Hamakua and North Kona dis- 
tricts to the summit.of Mauna Loa; (4) westerly along the 
common boundary between Kau and North Kona districts to 
the easterly. boundary of South Kona district; (5) northerly 
and westerly along the boundary between North and South 
Kona districts to the seashore; and (6) northerly along the 
seashore to the point of beginning; one representative ; 

Fifth representative district: that portion of the island of 
Hawaii known as Kohala and that portion of North Kona not 
included in the fourth representative district, one representative ; 

Sixth representative district: the islands of Molokai and 
Lanai, one representative; 

Seventh representative district: the islands of Maui and 
Kahoolawe, five representatives ; 

Eighth representative district: that portion of the island of 
Oahu known as Koolaupoko and Koolauloa, two representatives ; 

Ninth representative district: that portion of the island of 
Oahu known as Waialua and Wahiawa, two representatives ; 

Tenth representative district: that portion of the island of 
Oahu known as Ewa and Waianae, two representatives ; 

Eleventh representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kalihi, more 
particularly described as follows: from the intersection of Kalihi 
and Auiki Streets running westerly along Auiki Street to Mok- 
auea Street ; (2) southwesterly along Mokauea Street Extension 
extended to a point on the outer edge of the reef; (3) westerly 
along the outer edge of the reef toa point on the Moanalua- 
Halawa boundary; (4) northerly and northeasterly along the 
Moanalua-Halawa boundary to the top of Koolau Range; (5) 
southeasterly along the top of Koolau Range to a place called 
“Puu Lanihuli”; (6) southwesterly along the top of the 
ridge between the lands of Kalihi, Kapalama and Nuuanu to 
Kalihi Street; and (7) southwesterly along Kalihi Street to 
the point of beginning, three representatives ; 

Twelfth representative district: that portion of the island 
of Oahu, for convenience herein referred to as upper Nuuanu, 
more particularly described as follows: from the intersection 
of King and Kalihi Streets running northeasterly along Kalihi 
Street to the ridge between the lands of Kalihi, Kapalama and 
Nuuanu; (2) northeasterly along the top of said ridge to a 
point on the Koolau Range called ‘““Puu Lanihuli”; (3) easterly 
along the top of said Range to Pali Road at the Nuuanu Pali; 
(4) southwesterly along Pali Road to Nuuanu Avenue and 
southwesterly along Nuuanu Avenue to School Street; (5) 
northwesterly along School Street to the center line of the 
Kapalama Drainage Canal ( Waikiki Branch) ; (6) southwester- 
ly along said Canal to the center line of the main Kapalama 
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Drainage Canal; (7) southwesterly along said Canal to King 
Street; and (8) northwesterly along King Street to the point 
of beginning, three representatives ; 

Thirteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kapalama, more 
particularly described as folows: from the junction of the 
Honolulu Harbor Channel and the reef running westerly along 
the outer edge of the reef to Mokauea Street Extension extended, 
(2) northeasterly along Mokauea Street Extension extended to 
Sand Island Road; (3) northeasterly along Mokauea Street 
Extension to Auiki Street; (4) easterly along Auiki Street to 
Kalihi Street; (5) northeasterly along Kalihi Street to King 
Street; (6) southeasterly along King Street to the center line 
of the main Kapalama Drainage Canal; (7) northerly along 
said Canal to the center line of the Kanalama Drainage Canal 
(Waikiki Branch); (8) northeasterly along said Canal to 
School Street ; (9) southeasterly along School Street to Nuuanu 
Avenue; (10) southwesterly along Nuuanu Avenue to the sea, 
and (11) southwesterly along the middle of Honolulu Harbor 
and Honolulu Harbor Channel to the point of beginning, three 
representatives ; 

Fourteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Pauoa, more 
particularly described as follows: from the junction of the 
Honolulu Harbor Channel and the outer edge of the reef 
running northeasterly along the middle of Honolulu Harbor 
Channel and Honolulu Harbor to the intersection of Queen 
Street and Nuuanu Avenue; (2) northeasterly along Nuuanu 
Avenue to Pali Road and northeasterly along Pali Road to the 
top of the Koolau Range at the Nuwanu Pali; (3) easterly and 
southerly along the top of the Koolau Range to a point called 
*Puu- Konahuanui”’; (4) southwesterly along the top of the 
ridge between the lands of Nuuanu, Pauoa and Manoa to a 
mountain peak called “Puu Ohia” or “Tantalus”; (5) south- 
westerly along the top of the ridge between the lands of Makiki 
and Kalawahine to the intersection of Nehoa Street and Lewa- 
lani Drive; (6) southerly along Lewalani Drive and Piikoi 
Street to Wilder Avenue; (7) easterly along Wilder Avenue 
to Punahou Street; (8). southerly along Punahou Street to 
King Street; (9) westerly along King Street to Kalakaua 
Avenue; (10) southerly along Kalakaua Avenue to the center 
line of the Ala Wai Canal; (11) westerly along said Canal and 
along the line of said Canal extended to the outer edge of the 
reef; and (12) westerly along the outer edge of the reef to the 
point of beginning, five representatives ; 

Fifteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Manoa and 
Waikiki, more particularly described as follows: from the 
intersection of Kalakaua Avenue and the center line of the Ala 
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Wai Canal running northerly along Kalakaua Avenue to King 
Street; (2) easterly along King Street to Punahou Street; (3) 
northerly along Punahou Street to Wilder Avenue ; (4) wester- 
ly along Wilder Avenue to Piikoi Street; (5) northerly along 
Piikoi Street to Lewalani Drive; (6) northerly along Lewalani 
Drive to Nehoa Street; (7) northeasterly along the top of the 
ridge between the lands of Makiki and Kalawahine to a 
mountain peak called “Puu Ohia” or “Tantalus”; (8) north- 
easterly along the top of the ridge between the lands of Pauoa, 
Manoa and Nuuanu to’a point on the Koolau Range called 
“Puu Konahuanui”; (9) southeasterly along the top of said 
Range to a place called “Mt. Olympus”; (10) southwesterly 
along the top of Waahila Ridge to the top edge of Palolo 
Valley; (11) southwesterly along the top edge of said Valley 
to the forest reserve boundary; (12) southwesterly along the 
southeasterly boundary of St. Louis Heights Tract, Series 2 
(File Plan 464) to the southerly boundary of said Tract 100 
feet southeasterly from Alencastre Street; (13) southwesterly 
parallel to and 100 feet from Alencastre Street and St. Louis 
Drive to Waialae Avenue; (14) westerly along Waialae Avenue 
to Kapahulu Avenue extended; (15) southerly across Waialae 
Avenue and along Kapahulu Avenue to Kalakaua Avenue; 
(16) westerly along Kapahulu Avenue extended to the outer 
edge of the reef; (17) northwesterly along the outer edge of 
the reef to a point on the line extended of the center line of the 
Ala Wai Canal; and (18) easterly along said line to the point 
of beginning, six representatives ; 

Sixteenth representative district: that portion of the island 
of Oahu, for convenience herein réferred to as Kaimuki and 
Kapahulu, more particularly described as follows: from a point 
at the seacoast at a place called “Black Point” running westerly 
along the seacoast to Kapahulu Avenue extended to the sea; (2) 
easterly across Kalakaua Avenue and easterly and northerly 
along Kapahulu Avenue to Waialae Avenue ; (3) easterly along 
Waialae Avenue to a point 100 feet easterly of St. Louis Drive; 
(4) northeasterly across Waialae Avenue then parallel to and 
100 feet from St. Louis Drive and Alencastre Street to the 
southerly boundary of St. Louis Heights Tract, Series 2 (File 
Plan No. 464); (5) northeasterly along the southeasterly 
boundary of said Tract to the forest reserve boundary; (6) 
northeasterly along the top ridge of Palolo Valley to the top 
of Waahila Ridge; (7) northeasterly along the top of Waahila 
Ridge to a point on Koolau Range called “Mt. Olympus”; 
(8) easterly along the top of the Koolau Range to the top of 
the ridge between the lands of Waialae Nui and Palolo; (9) 
southwesterly along the top of said ridge to a place called 
“Kalepeamoa”; (10) southwesterly along Mauumae Ridge to 
Sierra Drive; (11) southwesterly along Sierra Drive to Waialae 
Avenue; (12) easterly along Waialae Avenue to 13th Avenue; 
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(13) southwesterly along 13th Avenue and Ocean View Drive 
to Kilauea Avenue; (14) westerly along Kilauea Avenue to 
Makapuu Avenue; (15) southwesterly along Makapuu Avenue 
to Diamond Head Road ; and (16) southeasterly along Diamond 
Head Road to the Military Read and along the Military Road 
extended to the point of beginning, four representatives ; 

Seventeenth representative district : that portion of the island 
of Oahu not included in any other representative district on 
the island of Oahu, together with all other islands not included 
in any other representative district, three representatives ; 

Eighteenth representative district: the islands of Kauai and 
Niihau, four representatives. 

Wherever a roadway, or the intersection of one or more 
roadways, is designated as a boundary in any of the above des- 
criptions, the center line of such roadway or intersection is 
intended as such boundary. 


TRANSITIONAL PROVISIONS 


Section 2. All laws in force at the time this constitution 
takes effect and not inconsistent therewith, including, among 
others, acts of the Congress relating to the lands ir. the posses- 
sion, use and control of the Territory of Hawaii, shall be the 
laws of the State and remain in force, mutatis mutandis, until 
they expire by their own limitation, or are altered or repealed 
by the legislature. 

Except as otherwise provided by this constitution, all existing 
writs, actions, suits, proceedings, civil or criminal liabilities, 
prosecutions, judgments, sentences, orders, decrees, appeals, 
causes of action, contracts, claims, demands, titles and rights 
shall continue unaffected notwithstanding the taking effect of 
this constitution, except that the State shall be the legal successor 
to the Territory in respect thereof, and may be maintained, 
enforced or prosecuted, as the case may be, before the appropriate 
or corresponding tribunals or agencies of or under the State or of 
the United States, in the name of the State, political subdivision, 
person or other party entitled to do so, in all respects as fully 
as could have been done prior to taking effect of this constitution. 


Section 3. The debts and liabilities of the Territory shall 
be assumed and paid by the State, and all debts owed to the 
Territory shall be collected by the State. 


Section 4. All acts of the legislature of the Territory 
authorizing the issuance of bonds by the Territory or its political 
subdivisions are approved, subject, however, to amendment or 
repeal by the legislature, and bonds may be issued by the State 
and its political subdivisions pursuant to said acts. Whenever 
in said acts the approval of the President or of the Congress is 
required, the approval of the governor shall suffice. 
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Section 5. Except as otherwise provided by this constitu- 
tion, all executive officers of the Territory or any political sub- 
division thereof and all judicial officers who may be in office at 
the time of admission of this State to the Union shall continue 
to exercise and discharge the powers and duties of their respec- 
tive offices until their successors shall have qualified in accord- 
ance with this constitution or the laws enacted pursuant thereto. 


Section 6. Unless otherwise provided by law, the lieuten- 
ant governor shall exercise and discharge the powers and duties 
of the secretary of the Territory. 


Section 7. Requirements as to residence, citizenship or 
other status or qualifications in or under the State prescribed 
by this constitution shall be satisfied pro tanto by corresponding 
residence, citizenship or other status or qualifications ‘in or 
under the Territory. 


Section 8. The provisions of Section 6 of Article 1V 
shall not be mandatory until four years from the date of admis- 
sion of this State to the Union. ‘The legislature shall within 
three years from said date allocate and group the executive and 
administrative offices, departments and instrumentalities of the 
state government and their respective functions, powers and 
duties among and within the principal departments pursuant 
to said section. 

If such allocation and grouping shall not have been com- 
pleted within such period, the governor, within one year 
thereafter, by executive order, shall make such allocation and 
grouping. 


Section 9. All vested rights.in fisheries in the sea waters 
not included in any fish pond or artificial inclosure shall be 
condemned to the use of the public upon payment of just 
compensation, which compensation, when lawfully ascertained, 
shall be paid out of any money in the treasury of the State not 
otherwise appropriated. 


FIRST OFFICERS. PROCEDURES 


Section 10. In case the people of the Territory ratify 
this constitution and the same is approved by the duly constituted 
authority of the United States whose approval thereto may be 
required, the governor of the Territory shall, within thirty 
days after receipt of the official notification of such approval, 
issue a proclamation for primary and final elections, as herein- 
after provided, at which officers for all state elective offices 
provided for by this constitution shall be nominated and elected ; 
but the officers so to be elected shall in any event include two 
senators and two representatives to the Congress, and unless 
and until otherwise required by law, said representatives shall 
be elected at large. 
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Section 11. Said primary election shall take place not less 
than sixty nor more than ninety days after said proclamation, 
and the final election shall take place within forty*days after 
the primary election. Such elections shall be held and the 
qualifications of voters thereat shall be as prescribed by this 
constitution and by the laws relating to the election of members 
of the legislature at primary and general elections. The returns 
thereof shall be made, canvassed and certified in the manner 
prescribed by law with respect to the election for the ratification 
or rejection of this constitution. The governor shall thereupon 
certify the results thereof to the President. 


Section 12. Upon the issuance by the President of a 
proclamation announcing the results of said election and the 
admission of this State to the Union, the officers elected and 
qualified shall proceed to exercise amd discharge the powers 
and duties pertaining to their respective offices. 


Section 13. The first governor and lieutenant governor 
shall hold office for a term beginning with their election and 
ending at noon on the first Monday in December following the 
second general election. 


Section 14. The governor of the State and secretary of 
state shall certify the election of the senators and representatives 
to the Congress in the manner required by law. For this purpose, 
a lieutenant governor of this State shall be deemed secretary 
of state. 


Section 15. The terms of office of the members of the 
first legislature shall be as follows: 

Members of the house of representatives shall hold office 
for a term beginning with their election and ending on the day 
of the second general election held thereafter. 

Members of the senate shall be divided into two classes. 
The first class shall consist of the following number elected 
with the highest number of votes from their respective senatorial 
districts: first district, three; second district, one; third district, 
two; fourth district, three; fifth district, two; and sixth district, 
two. Members of the first class shall hold office for a term 
beginning with their election and ending on the day of the 
third general election held thereafter. The remaining members 
elected shall constitute the second class and shall hold office for 
a term beginning with their election and ending on the day of 
the second general election held thereafter. 


Secrion 16. Ten days after the admission of this State 
to the Union, the legislature shall convene in special session. 
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Section 17. Until otherwise provided by law in accord- 
ance with Section 10 of Article III, the salary of members of 
the legislature shall be as follows: the sum of two thousand five 
hundred dollars for each general session, the sum of one thousand 
five hundred dollars for each budget session and the sum of 
seven hundred and fifty dollars for each special session. 


Section 18. Until the legislature shall otherwise provide 
under Section 3 of Article V, the chief justice, justices of the 
supreme court and judges of the circuit courts shall receive as 
compensation for their services the sums of seventeen thousand 
five hundred dollars, seventeen thousand dollars and fifteen 
thousand dollars per annum, respectively, which shall, notwith- 
standing the provisions of Article V of this constitution, be 
subject to increase or decrease by the first session of the 
legislature. 


EFFECTIVE DATE 


This constitution shall take effect and be in full force 
immediately upon the admission of Hawaii into the Union as a 
State. 


Done in Convention, at Iolani. Palace, 
Honolulu, Hawaii, on the twenty-second day 
of July, in the year one thousand nine hundred 
fifty, and of the Independence of the United 
rg of America the one hundred and seventy- 

th. 
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INDEX OF CONGRESSIONAL HEARINGS ON STATEHOOD FoR Hawall 


Twenty congressional investigations on the question of admitting 
Hawaii to statehood have been made since 1935. To date, authoriza- 
tion, and locale of these hearings are as follows: 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 


1935: 
1935: 
1937: 
1946: 
1946: 
1947: 


1948: 
1948: 
1948: 
1949: 
1950: 
1953: 
1953: 
1953: 


1954 


1954: 
1955: 
1955: 


1957: 
1957: 


May 31, H. R. 3034, Washington. 

October 7-18, H. R. 3034;Hawaii. 

October 6-22, Senate Concurrent Resolution 18, Hawaii. 

January 7-18, House Resolution 236, Hawaii. 

June 4, 1946, H. R. 3643, Washington. 

March 7-19, H. R. 49 and 10 other identical bills, Wash- 
ington. 

January 5-20, H. R. 49 and S. 114, Hawaii. 

April 15, H. R. 49 and S. 114, Washington. 

November 1-12, H.R. 49, and S. 114, Hawaii. 

March 3 and 8, H. R. 49 and related bills, Washington. 

May 1-5, H. R. 49, Washington. 

February 23-27, H. R. 49, Washington. 

March 6, S. 49, Washington. 

June 29-30, July 1-2-3-6—-7-9-11, and January 7 and 8, 
1954, Senate Committee on S. 49, S. 51, and H. R. 3575, 
Washington. 


: January 13-15 and 19, Senate Committee on S. 49; S. 51; 


and H. R. 3575, Washington. 

December 16 and 17, House subcommittee (public hear- 
ings), Hawaii. 

January 25-27-28, February 2—4—7—8—14—15—16, House on 
H. R. 2535 (Hawaii-Alaska), Washington. 

February 21-22-28, Senate on. S. 49 (Hawaii-Alaska), 
Washington. 

April 1 and 2, Senate Subcommittee on. S. 50, Washington. 

April 8, 9, and 16, House Subcommittee on H. R. 49, 
Washington. 
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. Statehood for Hawaii. Senate Interior Subcommittee, Apr, 15, 1948__ 
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. Report 254, Committee on Public Lands, Mar. 10, 1949 
. Statehood for Hawaii. Senate Interior and Insular Affairs Committee, 
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_ Statehood for Hawaii: Senate Interior and Insular Affairs report, June 
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. Supplemental report, Senate Interior and Insular Affairs Committee, 


Aug. 28, 1950 


. Statehood for Hawaii: §. S. Rept. 314, May 8, 1951-._.-_-- 
_ Statehood for Hawaii: House insular hearings, Feb. 23 to 27, 1953___-- 
. Statehood for Hawaii: House Interior and Insular Affairs Committee, 
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. Statehood for Hawaii: Senate hearings, Interior and Insular Affairs 
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APPENDIX D 


JOINT RESOLUTION NO. 55 (55th Cong.) To provide for annexing the 
Hawaiian Islands to the United States 


Whereas the Government of the Republic of Hawaii, having, in 
due form, signified its consent, in the manner provided by its con- 
stitution, to cede absolutely and without reserve to the United States 
of America all rights of sovereignty of whatsoever kind in and over 
the Hawaiian Islands and their dependencies, and also to cede and 
transfer to the United States the absolute fee and ownership of all 
public, Government, or Crown lands, public buildings or edifices, ports, 
harbors, military equipment, and all other public property of every 
kind and description belonging to the Government of the Hawaiian 
Islands, together with every right and appurtenance thereunto 
appertaining: Therefore 

Resolved by the Senate arid House of Representatives of the United 
States of America in Congress assembled, That said cession is accepted, 
ratified, and confirmed, and that the said Hawaiian Islands and their 
dependencies be, and they are hereby, annexed as a part of. the 
territory of the United States and are subject to the sovereign dominion 
thereof, and that all and singular the property and rights hereinbefore 
mentioned are vested in the United States of America. 

The existing laws of the United States relative to public lands 
shall not apply to such lands in the Hawaiian Islands; but. the Con- 
gress of the United States shall enact special laws for their manage- 
ment and disposition: Provided, That all revenue from or proceeds of 
the same, except as regards such part thereof as may be used or 
occupied for the civil, military, or naval purposes of the United States 
or may be assigned for the use of the local government shall be used 
solely for the benefit of the inhabitants of the Hawaiian Islands for 
educational and other public purposes. 

Until Congress shall provide for the government of such islands, all 
the civil, judicial, and military powers exercised by the officers of the 
existing government in said islands shall be vested in such person or 

ersons and shall be exercised in such manner as the President of the 
nited States shall direct; and the President shall have the power to 
remove said officers and fill the vacancies so occasioned. 

The existing treaties of the Hawaiian Islands with foreign nations 
shall forthwith cease and determine, being replaced by such treaties 
as may exist, or as may be hereafter concluded, between the United 
States and such foreign nations. The municipal legislation of the 
Hawaiian Islands, not enacted for the fulfillment of the treaties so 
extinguished, and not inconsistent with this joint resolution nor con- 
trary to the Constitution of the United States nor to any existing 
treaty of the United States, shall remain in force until the Congress 
of the United States shall otherwise determine. 

Until legislation shall be enacted extending the United States 
customs laws and regulations to the Hawaiian Islands the existing 
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customs relations of the Hawaiian Islands with the United States 
and other countries shall remain unchanged. 

The public debt of the Republic of Hawaii, lawfully existing at 
the date of the passage of this joint resolution, including the amounts 
due to depositors in the Hawaiian Postal Savings Bank, is hereby 
assumed by the Government of the United States; but the liability 
of the United States in this regard shall in no case exceed four million 
dollars. So long, however, as the existing government and the 
present commercial relations of the Hawaiian Islands are continued 
as hereinbefore provided said Government shall continue to pay the 
interest on said debt. 

There shall be no further immigration of Chinese into the Hawaiian 
Islands, except upon such conditions as are now or may hereafter 
be allowed by the laws of the United States; no Chinese, by reason of 
anything herein contained, shall be allowed to enter the United 
States from the Hawaiian Islands. 

The President shall appoint five commissioners, at least two of 
whom shall be residents of the Hawaiian Islands, who shall, as soon 
as reasonably practicable, recommend to Congress such legislation 
concerning the Hawaiian Islands as they shall deem necessary or 
proper. 

Src. 2. That the commissioners hereinbefore provided for shall be 
appointed by the President, by and with the advice and consent of 
the Senate. 

Sec. 3. That the sum of one hundred thousand dollars, or so much 
thereof as may be necessary, is hereby appropriated, out of any 
money in the Treasury not otherwise appropriated, and to be immedi- 
ately available, to be expended at the discretion of the President of 
the United States of America, for the purpose of carrying this joint 
resolution into effect. 

Senate joint resolution adopted July 7, 1898 (30 Stat. 750). 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

(Committee Norts.—The following is based on the premise. that 
Alaska has been admitted as a State and that the amendments to the 
laws ineluded in the Act of July 7, 1958 (Public Law 85-508) have 
become and remain effective:) 


TrtLe 28, Unitep States Copr 
§ 91. Hawan. 

Hawaii constitutes one judicial district which includes the Midwa 
Islands, Wake Island, Johnston Island, Sand Island, Kingman Reef, 
Kure Island, Palmyra Island, Baker Island, Howland Island, Jarvis 
Island, Canton Island, and Enderbury Island: Provided, That the 
inclusion of Canton and Enderbury Islands in such judicial district 
shall in no way be construed to, be prejudicial to the claims of the 
United Kingdom to said Islands in accordance with the agreement of 
April 6, 1939, between the Governments of the United States and of 
the United Kingdom to set up a regime for their use in common. 

Court shall be held at Honolulu. 


§ 133. APPOINTMENT AND NUMBER OF DISTRICT JUDGES. 


The President shall appoint, by and with the advice and consent 
of the Senate, district judges for the several judicial districts, as 
follows: 

* * * * * * + 


[Only citizens of the Territory of Hawaii who have resided therein 
for at least three years next preceding shall be eligible for appoint- 
ment as district judges for the district of Hawaii.] 

§ 134. TENURE AND RESIDENCE OF DISTRICT JUDGES. 

(a) The district judges, except in [Hawaii and] Puerto Rico, shall 
hold office during good behavior. The district judge[s] in [Hawaii 
and] Puerto Rico shall hold office for the term[[s} of [six and] eight 
years, [respectively,] and until [their] Ais successor[s] [are] is 
appointed and qualified. 


* * * * * * * 


§ 373. JUDGES IN TERRITORIES AND POSSESSIONS. 


Any judge of the United States District [Courts] Court for the 
district{s] of [Hawaii or] Puerto Rico, the United States District 
Court for the District of the Canal Zone or the District Court of the 
Virgin Islands rn any justice of the Supreme Court of the Terri- 
tory of Hawaii] who resigns, retires, or fails of reappointment or is 
removed by the President of the United States upon the sole ground 
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of mental or physical disability, after attaining the age of seventy 

ears and after serving as judge of one or more of such courts, at 

east sixteen years, continuously or otherwise, shall continue to 
receive the salary which he received when he relinquished office. 
* * * + * * * 


§ 451. Derrnitions. 

As used in this title: 

The term ‘court of the United States” includes the Supreme Court 
of the United States, courts of appeals, district courts constituted by 
chapter 5 of this title, [including the district courts of the United 
States for the districts of Hawaii and Puerto Rico,] including the 
United States District Court for the District of Puerto Rico, the Court 
of Claims, the Court of Customs and Patent Appeals, the Customs 
Court and any court created by Act of Congress the judges of which 
are entitle to hold office during good behavior. 

* a * - * * * 


§ 501. APPOINTMENT OF UNITED STATES ATTORNEYS. 

The President shall appoint, by and with the advice and consent of 
the Senate, a United States attorney for each judicial district. 

[Only citizens of the Territory of Hawaii who have resided therein 
for at least three years next preceding shall be eligible for appointment 
as United States attorney for the district of Hawaii.] 


§ 504. TENURE AND OATH OF OFFICE; REMOVAL. 


(a) The United States attorney for each judicial district shall be 
appointed for a term of four years[[, except in the district of Hawaii, 
where the term shall be six years]. Upon the expiration of his term 
a United States attorney shall continue to perform the duties of his 
office until his successor is appointed and qualifies. 

~*~ * * * * * x 


§ 541. APPOINTMENT, RESIDENCE AND TENURE OF MARSHALS. 
BS * * ~ * * * 


(c) Each marshal shall be appointed for a term of four years[, ex- 
cept in the district. of Hawaii where the term shall be six years]. 
Upon the expiration of his term a marshal shall.continue to perform 
the duties of his office until his successor is appointed and qualifies, 
unless sooner removed by the President. 

[(d) Only citizens of the Territory of Hawaii who have resided 
therein at least three years next receding shall be eligible for appoint- 
ment as United States marshal for the district of Hawaii.] 


§ 1252. Direct APPEALS FROM DECISIONS INVALIDATING ACTS OF 
CONGRESS 


Any party may appeal to the Supreme Court from an interlocutory 
or final judgment, decree or order of any court of the United States, 
the United States District Court for the District. of the Canal Zone 
and the District Court of the Virgin Islands and any court of record 
of [Hawaii and] Puerto Rico, holding an Act of Congress unconstitu- 
tional in any civil action, suit, or proceeding to which the United 
States or any of its agencies, or any officer or employee thereof, as such 
officer or employee, is a party. 

* * * 7. * * * 
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§ 1293. FinaL DECISIONS OF PUERTO RICO [AND HAWAII] SUPREME 
court[s] 


The courts} of appeals for the First [and Ninth} Cirewt[s] 
shall have jurisdiction of appeals from all final decisions of the supreme 
court[s] of Puerto Rico [and Hawaii, respectively,] in all cases 
involving the Constitution, laws or treaties of the United States or 
any authority exercised thereunder, in all habeas corpus proceedings, 
and in all other civil cases where the value in controversy exceeds 
$5,000, exclusive of interest and costs. 


§ 1294. CrrcuITs IN WHICH DECISIONS REVIEWABLE. 


Appeals from reviewable decisions of the district and_ territorial 
courts shall be taken to the courts of appeals as follows: 

(1) From a district court of the United States to the court of ap- 
peals for the circuit embracing the district; 

(2) From the United States District Court for the District of the 
Canal Zone, to the Court of Appeals for the Fifth Cireuit; 

(3) From the District Court of the Virgin Islands, to the Court of 
Appeals for the Third Circuit; 

(5) From the Supreme Court of Hawaii, to the Court of Appeals 

for the Ninth Circuit;] 

[(6)] (4) From the Supreme Court of Puerto Rico, to the Court of 
Appeals for the First Circuit. 


7] (6) From the District Court of Guam to the Court of Appeals 
for the Ninth Circuit. 





Titte 18, Untrep Stares Cops 


§ 3771. ProceDURE TO AND INCLUDING VERDICT. 


The Supreme Court of the United States shall have the power 
to prescribe, from time to time, rules of pleading, practice, and pro- 
caities with respect to any or all nocndttings rior to and including 
verdict, or finding of guilty or not guilty by the court.if a jury has 
been waived, or plea of guilty, in criminal cases and proceedings to 
punish for criminal contempt of court in the United States district 
courts, in the district courts for the district of the Canal Zone and 
the Virgin Islands, in the Supreme Court[s] of [Hawaii and] Puerto 
Rico, and in proceedings before United States commissioners. Such 
rules shall not take effect until they have been reported to Congress 
by the Chief Justice at or after the beginning os regular session 
thereof but not later than the first day of May, and until the expira- 
tion of ninety days after they have been thus reported. All laws in 
conflict with such rules shall be of no further force or effect after such 
rules have taken effect. ; 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way limit, supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 


§ 3772. PRoceEDURE AFTER VERDICT. 

The Supreme Court of the United States shall have the power to 
prescribe, from time to time, rules of practice and procedure with 
respect to any or all proceedings after verdict, or finding of guilt 
by the court if a jury has been waived, or plea of guilty, in criminal 
cases and proceedings to punish for aitinel contempt in the United 
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States district courts, in the district courts for the District of the 
Canal Zone, and the Virgin Islands, in the Supreme Court[s] of 
Pome and] Puerto Rico, in the United States courts of appeals, in 
the United States Court of Appeals for the District of Columbia, and 
in the Supreme Court of the United States. This section shall not 
give the Supreme Court power to abridge the right of the accused to 
apply for withdrawal of a plea of guilty, if such application be made 
eames Sem days after entry of such plea, and before sentence is 
imposed. 
he right of appeal shall continue in those cases in which appeals 

are authorized by law, but the rules made as herein authorized may 
aoe the times for and manner of taking appeals and applying 
or writs of certiorari and preparing records and bills of exceptions 
and the conditions on which supersedeas or bail may be allowed. 

The Supreme Court may fix the dates when such rules shall take 
effect and the extent to which they shall apply to proceedings then 
pending, and after they become effective all laws in conflict therewith 
shall be of no further force. 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way limit, supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 





IMMIGRATION AND Nationauity Act (8 U. S.C, Ch. 12) 


TITLE I—GENERAL 


DEFINITIONS 
SecTIon 101. (a) As used in this Act— 
~ * * oe * * * 


(36) The term ‘“‘State’’ includes (except as used in section 310 (a) 
of title III) [Hawaii,] the District of Columbia, Puerto Rico, Guam, 
and the Virgin Islands of the United States. 


* * * * * * * 
TITLE II—IMMIGRATION 


GENERAL CLASSES OF ALIENS INELIGIBLE TO RECEIVE VISAS AND 
EXCLUDED FROM ADMISSION 


Sec. 212. (a) * * * 


* * * * * * * 
eo 
* * * * * * + 


(7) The~provisions of subsection (a) of this section, except para- 
graphs (20), (21), and (26), shall be applicable to any alien who shall 
leave [Hawaii,] Guam, Puerto Rico, or the Virgin Islands of the 
United States, and who seeks to enter the continental United States 
or any other place under the jurisdiction of the United States[[: Pro- 
vided, That persons who were admitted to Hawaii under the last 
sentence of section 8 (a) (1) of the Act of March 24, 1934, as amended 
(48 Stat. 456), and aliens who were admitted to Hawaii as nationals 
of the United States shall not be excepted by this paragraph from the 
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application of paragraphs (20) and (21) of subsection (a) of this 
section, unless they belong to a class declared to be nonquota immi- 
grants under the provisions of section 101 (a) (27) of this Act, other 
than subparagraph (C) thereof; or. unless they were admitted to 
Hawaii with an immigration visa. * 


+ * * * * * * 
TITLE III—NATIONALITY AND NATURALIZATION 
* * * * * * * 


JURISDICTION TO NATURALIZE 


Sec. 310. (a) Exclusive jurisdiction to naturalize persons as citizens 
of the United States is hereby conferred upon the following specified 
courts: District courts of the United States now existing, or which 
may hereafter be established by Congress in any State, District Court 
of the United States [for the Territory of Hawaii, and] for the 
District of Columbia and for Puerto Rico, the District Court of the 
Virgin Islands of the United States, and the District Court of Guam; 
also all courts of record in any State or Territory now existing, or 
which may hereafter be created, having a seal, a clerk, and jurisdiction 
in actions at law or equity, or law and equity, in which the amount in 
controversy is unlimited. * * 


* a * * * * * 





Act or Apriz 30, 1900 (31 Star. 159), as AMENDED 


[Sxec. 86. The laws of the United States relating to removal of 
causes, appeals and other matters and proceedings as between the 
courts of the United States and the courts of the several States shall 
yovern in such matters and proceedings as between the courts of the 
U Jnited States and the courts of the Territory of Hawaii. 

[Sec. 92. That the following officers shall receive the following 
annual salaries, to be paid by the United States: The governor, 
$15,000; the secretary of the Territory, $5,400; the chief justice of the 
Supreme Court of the Territory, $7,500; the associate judges of the 
Supreme Court, $7,000 each; the judges ‘of the circuit courts, $6,000 
each; the United States district attorney, $5,000; the United States 
marshal, $5,000. The governor shall receive annually from the United 
States, in addition to his salary, (1) the sum of $1,000 for stationery, 
postage, and incidentals, and (2) his traveling expenses while absent 
from the capital on official business. The governor is authorized to 
employ a private secretary who shall receive an annual salary of 
$3,000, to be paid by the United States.J 





Act or May 29, 1928 (45 Srat. 997), as AMENDED 


[The following salaries shall be paid to the several judges hereinafter 
mentioned, namely: 

[To the chief justice of the Supreme Court of the Territory of 
Hawaii, $12,250 per year, and to each of the associate justices thereof 
the sum of $11,900 per year. 
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[To each of the judges of the circuit courts.of the Territory of 
Hawaii the sum of $9,375. 
[All of said salaries shall be paid in equal monthly installments.] 





Section 506 or THE Mercuant Marine Act, 1936, as AMENDED 
(49 Srat. 1999, as AMENDED) 


Every owner of a vessel for which a construction-differential 
subsidy has been paid shall agree that the vessel shall be operated 
exclusively in foreign trade, or on a round-the-world voyage, or 
on a round voyage from the west coast of the United States to a 
European port or ports which includes intercoastal ports of the United 
States, or a round voyage from the Atlantic coast of the United States 
to the Orient which includes intercoastal parts of the United States, 
or on a voyage in foreign trade on which the vessel may stop at the 

of Hawaii, or an island possession or island territory of the 
United States, and that if the vessel is operated in the domestic trade 
on any of the above-enumerated services, he will pay annually to the 
Commission that proportion of one-twentieth of the construction- 
differential subsidy paid for such vessel as the gross revenue derived 
from the domestic trade bears to the gross revenue derived from the 
entire voyages completed during the preceding year. The Commis- 
sion may consent in writing to the temporary transfer of such vessel 
to service other than the service covered by such agreement for periods 
not exceeding six months in any year, whenever the Commission may 
determine that such transfer is necessary or appropriate to carry out 
the purposes of this chapter. Such consent shall be conditioned upon 
the agreement by the owner to pay to the Commission, upon such 
terms and conditions as it may prescribe, an amount which bears the 
same proportion to the construction-differential subsidy paid by the 
Commission as such temporary period bears to the entire economic life 
of the vessel. No operating-differential subsidy shall be paid for the 
operation of such vessel for such temporary period. 





Section 605 (a) or THE Mercaant Marine Act, 1936, as AMENDED 
(49 Sratr. 2003, as AMENDED) 


No operating-differential subsidy shall be paid for the operation 
of any vessel on a voyage on which it engages in coastwise or inter- 
coastal trade: Provided, however, That such subsidy may be paid 
on a round-the-world voyage or a round voyage from the west coast 
of the United States to a Hivopest port or ports or a round voyage 
from the Atlantic coast to the Orient which includes intercoastal 
ports of the United States or a voyage in foreign trade on which 
the vessel may stop at the State of Hawaii, or an island possession 
or island territory of the United States, and if the subsidized vessel 
earns any gross revenue on the carriage of mail, passengers, or cargo 
by reason of such coastal or intercoastal trade the subsidy payment 
for the entire voyage shall be reduced by an amount which bears the 
same ratio to the subsidy otherwise payable as such gross revenue 
bears to the gross revenue derived from the entire voyage. No vessel 
operating on the Great Lakes or on the inland waterways of the 
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United States shall be considered for the purposes of this chapter 
to be operating in foreign trade. 





SecTION 714 oF THE MercHANT Marine Act, 1936, as AMENDED 
(49 Stat. 2011, as AMENDED) 


If the Commission shall find that any trade route (determined 
by the Commission to be an essential trade route as provided in 
section 1121 of this title) cannot be successfully developed and 
maintained and the Commission’s replacement program cannot be 
achieved under private operation of such trade route by a citizen 
of the United States with vessels registered under the laws thereof, 
without further Government aid in addition to the financial aids 
authorized under sections 1151-1182 of this title, the Commission is 
authorized to have constructed, in private shipyards or in navy yards, 
the vessel or vessels of the types deemed necessary for such trade route, 
and to demise such new vessel or vessels on bareboat charter to the 
American-flag operator established on such trade route, without 
advertisement or competition, upon an annual charter hire of not 
less than 5 per centum of the price (herein referred to as the “foreign 
cost’’) at which such vessel or vessels would be sold if constructed 
under sections 1151-1161 of this title plus 3% per centum of the de- 
preciated foreign cost computed annually upon the basis of a twenty- 
year life of the vessel. Such charter may contain an option to the 
charterer to purchase such vessel or vessels from the Commission 
within five years after delivery thereof under the charter, upon the 
same terms and conditions as are provided in sections 1151-1161 of this 
title for the purchase of new vessels/from the Commission, except that 
(a) the purchase price shall be the foreign cost less depreciation to the 
date of purchase based wpon a twenty-year life; (b) the required cash 
payment payable at the time of such purchase shall be 25 per centum 
of the purchase price as so determined; (c) the charter may provide 
that all or any part of the charter hire paid in. excess of the mmimum 
charter hire provided for in thig section may be credited against the 
cash payment payable at the time of such purchase; (d) the balance of 
the purchase price shall be paid within the years remaining of the 
twenty years after the date of delivery of the vessel under the charter 
and in approximately equal annual installments, except that the 
first of said installments, which shall be payable upon the next ensuing 
anniversary date of such delivery under the charter, shall be a propor- 
tionate part of the annual inaeblienant; interest to be payable upon the 
unpaid balances of 3% per centum per annum from the date of 
purchase. 

Such charter shall provide for operation of the vessel exclusively 
in foreign trade, or on a round-the-world voyage, or on a round voyage 
from the west coast of the United States to a European port or ports 
which includes intercoastal ports of the United States, or a round 
voyage from the Atlantic coast of the United States to the Orient 
which includes intercoastal ports of the United States, or on a voyage 
in foreign trade on which the vessel may stop at the State of Hawaii, 
or an island possession or island Territory of the United States, and 
if the vessel is operated in the domestic trade on any of the above- 
enumerated services the charterer will pay annually to the Commis- 
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sion that proportion of one-twentieth of the difference between the 
domestic and foreign cost of such vessel as the gross revenue derived 
from the domestic trade bears to the gross revenue derived from the 
entire voyages completed during the preceding year. 





Tue First PARAGRAPH OF SECTION 2 OF THE FEDERAL RESERVE AcT 
(38 Strat. 251, 252), as AMENDED 


FEDERAL RESERVE DISTRICTS 


Sec. 2. As soon as practicable, the Secretary of the Treasury, the 
Secretary of Agriculture and the Comptroller of the Currency, acting 
as ‘‘The Reserve Bank Organization Committee,’ shall designate not 
less than eight nor more than twelve cities to be known as Federal 
Reserve cities, and shall divide the continental United States, exclud- 
ing Alaska, into districts, each district to contain only one of such 
Federal Reserve cities. The determination of said organization 
committee shall not be subject to review except by the Board of 
Governors of the Federal Reserve System when organized: Provided, 
That the districts shall be apportioned with due regard to the con- 
venience and customary course of business and shall not necessarily 
be coterminous with any State or States. The districts thus created 
may be readjusted and new districts may from time to time be created 
by the Board of Governors of the Federal Reserve System, not to 
exceed twelve in all. Such districts shall be known as Federal Reserve 
districts and may be designated by number. When the State of 
Alaska is hereafter admitted to the Union the Federal Reserve dis- 
tricts shall be readjusted by the Board of Governors of the Federal 
Reserve System in such manner as to include such State. [Every 
national bank in any State shall, upon commencing business or within 
ninety days after admission into the Union of the State in which it 
is located, become a member bank of the Federal Reserve System 
by subscribing and paying for,stock in the Federal Reserve bank of 
its district in accordance with the provisions of this Act and shall 
thereupon be an insured bank under the Federal Deposit Insurance 
Act, and failure to do so shall subject such bank to the penalty 
provided by the sixth paragraph of this section.} When the State of 
Hawaii is admitted to the Union the Federal Reserve districts shall be 
readjusted by the Board of Governors of the Federal Reserve System in 
such manner as to include such State. Every national bank in any State 
shall, upon commencing business or within ninety days after admission 
into the Union of the State in which it is located, become a member bank 
oy the Federal Reserve System by subscribing and paying for stock in the 

‘ederal Reserve bank of its district in accordance with the provisions of 
this Act and shall thereupon be an insured bank under the Federal 
Deposit Insurance Act, and failure to do so shall subject such bank to 
the penalty provided by the sixth paragraph of this section. 





Act or June 15, 1950 (64 Srar. 217) 


That the jurisdiction of the United States District Court for the 
District of Hawaii is hereby extended to all civil and criminal cases 
arising on or within the Midway Island, Wake Island, Johnston Island, 
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Sand Island, Kingman Reef, Kure Island, Palmyra Island, Baker 
Island, Howland Island, Jarvis Island, and, having regard to the 
special status of Canton and Enderbury Islands pursuant to an agree- 
ment of April 6, 1939, between the Governments of the United States 
and of the United Kingdom to set up a regime for their use in common, 
the said jurisdiction is also oavene to all civil and criminal cases 
arising on or within Canton Island and Enderbury Island: Provided, 
That such extension to Canton and Enderbury Islands shall in no way 
be construed to be prejudicial to the claims of the United Kingdom to 
said islands in accordance with the agreement. All civil acts and 
deeds consummated and taking place on any of these islands or in 
the waters adjacent thereto, and all offenses and crimes committed 
thereon, or on or in the waters adjacent thereto, shall be deemed to 
have been consummated or committed on the high seas on board a 
merchant vessel or other vessel belonging to the United States and 
shall be adjudicated and determined or adjudged and punished ac- 
cording to the laws of the United States relating to such civil acts or 
offenses on such ships or vessels on the high seas, which laws for the 
purpose aforesaid are extended vver such islands, rocks, and keys. 

The laws of the United States relating to juries and jury trials shall 
be applicable to the trial of such cases before said district court. 











MINORITY REPORT 


We are opposed to H. R. 49 which proposes statehood for the 
territory of Hawaii. 


Tue ImporTANCE or STATEHOOD 


No other problem will, so vitally, affect our future as that of 
statehood. 

Most legislation is of a temporary character that can be amended, 
modified or terminated at the will of Congress. The flexibility of 
Executive power can also help to cure legislative errors. 

Stathood, however, becomes a permanent status that cannot be 
amended or revoked. The grant of two Senators to Hawaii cannot be 
changed by Congress. Article V of our Constitution is not amend- 
able. It provides— 


and that no State, without its consent, shall be deprived of 
its equal suffrage in the Senate. 


Tue Emorionat, [IRRELEVANT IssvuEs 


Every informed person will acknowledge the courage and the 
sacrifices of the Hawaiian veterans in both World War II and the 
Korean conflict. This Nation is eternally indebted to them and in an 
equal degree to all other American veterans. 

The proponents of statehood have cited individual cases of heroism 
and have made comparisons of the Hawaiian casualties and the 
numbers in military service as against the casualties and the number 
of servicemen from the United States as a whole. 

The sacrifices on the battlefield do not constitute legitimate political, 
economic, or social premises for the admission of Hawaii to statehood. 
These highly emotional appeals are irrelevant to this debate. 

The proponents of statehood claim that statehood for Hawaii 
would create good will for the United States in the Pacific area and 
would avoid for us the stigma of “‘colonialism.” 

The question of statehood is solely a domestic problem of our in- 
ternal affairs. The Communist line of charging us with “colonialism’’ 
cannot be increased in volume nor will it be softened by any act of 
compliance. We should not fear to disappoint those enemies. Our 
foreign friends need no explanations. The psychological impact of 
statehood upon foreign peoples is irrelevant and deserves no considera- 
tion here. 


INAPPLICABILITY OF PRECEDENTS FOR STATEHOOD 


The proponents of statehood rely extensively upon the use of 
precedent to lend substance to their claims. 

The Northwest Ordinance was adopted under the Articles of Con- 
federation in 1787. This precedent is wholly invalid because the 
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Articles of Confederation, its division of powers, and scheme of repre- 
sentation has been completely su aecdett by our Constitution. 

References by the Supreme Court to incorporated Territories as 
‘“inchoate’”’ and “embyro’’ States are mere dicta and an attempted 
intrusion into the field of congressional legislative authority and 
responsibility. 

he admission of other States is referred to as precedent for the 
admission of Hawaii. The last State to be admitted was Arizona on 
February 14, 1912. 

Following the admission of this 48th State, the 17th amendment was 
adopted by final ratification on April 8, 1913. The mode of selection 
of Senators was altered from that of choice by the State legislatures 
to that of election by popular suffrage. The 17th amendment created 
a new concept of senatorial representation. No State has been 
admitted under these fundamentally altered conditions. 

The principle of “stare decisis” is a judicial principle having to 
application (except in parliamentary practice) to legislative processes. 


NONCONTIGUITY 


The admission of Hawaii would establish a questionable precedent. 
Hawaii would become a State that is separated by thousands of miles 
of international waters. It lacks the close association which gradually 
produces an assimilation of unified national thought and purpose. 


STATEHOOD PossiBILITIEs FOR District or Cotumsis, Pusrto Rico, 
Guam, VirGiIn IsLanps, SAMOA 


No one can accurately foretell what lands and peoples may seek 
statehood in future decades. The holdings of the United States, in 
addition to the trusteeship of the trust islands in the Pacific, are the 
incorporated Territories of Hawaii and Alaska, the vague common- 
wealth status of Puerto Rico, the unincorporated but organized _ter- 
ritories of the Virgin Islands and Guam, and the unincorporated and 
unorganized possession of American Samoa. 

The people of these possessions, and the people of the District of 
Columbia aspire for statehood. Delegates to both Houses of Congress 
have been proposed for the District of Columbia. 

Each of these political entities is edging toward statehood. In the 
coming half century, Congress will be called upon to decide their 
fate without any principle to guide it. Certainly, the determination 
should not rest upon the political expediencies. Statehood should be 
deferred until a permanent and a just solution can be found for equita- 
ble representation for each and all of these peoples. 


Excessive Power AND REPRESENTATION 


Statehood would give to the people of Hawaii the power of 2 Senators 
and 2 Representatives in Congress. In addition, it would have 4 elec- 
toral college votes. 

Basically, this amounts to a reduction of the representation of the 
people of the 48 States and a transfer of power from the people of the 
48 States to the people of Hawaii. 

The 170 million people of the 48 States are now represented by 96 
Senators. Each Senator represents an average of slightly more than 
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1,700,000 persons. Statehood would grant to Hawaii 1 Senator for 
approximately each 250,000 persons. 

n the election of a President, Hawaii would become entitled to 4 
electoral votes, 1 vote for each 125,000 persons. The people of the 
48 States now average about 1 electoral vote for each 350,000 persons. 

Statehood grants to Hawaii an excessive, disproportionate power in 
both the United States Senate and in the election of a President. 


ComMMUNISM IN Hawatrr 


The extensive Communistic influences in Hawaii continue to 
present an alarming warning to both the people of Hawaii and the 
people of the 48 States. 

ommunism is a growing potent force permeating the economic, 
political, and social structure of this territory. 

Statehood for Hawaii is an officially announced objective of the 
Communist Party. This support for statehood is based upon their 
advancing the Communist cause. 

The Communist Party in Hawaii expects to elect 2 United States 
Senators and 2 United States Representatives in the event of statehood. 

In the elections of 1954, the Communist Party, acting through its 
Communist-dominated International Longshoremen’s and Ware- 
housemen’s Union (ILWU) endorsed 71 candidates for public office; 
58 of their politically endorsed candidates won. 

In the 1956 elections, the Communist-dominated ILWU endorsed 
30 candidates for public office; 28 of these were elected. 

Six out of fifteen Senators in the Hawaiian Legislature are endorsed 
by the ILWU; 21 out of 30 representatives in the Hawaiian Legislature 
won their elections with the aid of endorsements from the Communist 
led ILWU. 

The atmosphere in Hawaii is one of tolerance, appeasement, and 
encouragement for communism. The burden of proof that it can 
eradicate communism properly rests with the people of Hawaii. 
That proof has not been presented. Statehood should be rejected 
now and deferred for an appropriate time when communism no longer 
threatens the well-being of either Hawaii or the United States. 


Water Rocers. 
James A. Hatey. 
J. T. RurHerForp. 
JoHN R. Prizi0N. 


James B. Urr. 
August 22, 1958. 
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Mr. O’Brien of New York, from the committee of conference, sub- 


mitted the following 


CONFERENCE REPORT 


[To accompany H. R. 12226] 


The committee of conference on the disagreeing .votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 12226) 
to amend the Virgin Islands Corporation Act (63 Stat. 350), and for 
other purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 3, and 4, and agree to the same. 

That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the language inserted by the Senate amendment, insert 
the following: sale of any property valued at $500 or more shall be made 
only after public advertisement and by sealed competitive bids or public 
auction: Provided further, That in either such case the Government of the 
Virgin Islands shall have the right to purchase the property at a price 
not greater than that offered by the highest responsible bidder ana that, 
in the case of sales of property valued at less than $500, it shall have a 
right to purchase at a price not greater than that offered by responsible 
prospective purchasers.” 

And the Senate agree to the same. 

That the Senate recede from its amendment numbered 5. 


Lzro W. O’Brtgn, 
Wayne N. ASPINALL, 
B. F. Sisk, 

A. L. M1Lumr, 

JoHN P. SayLor, 
Managers on the Part of the House. 
Henry M. Jackson, 
Ciinton P. ANDERSON, 
Tuomas H. Kucuet, 


Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing = of the two Houses on the amendment of the Senate 
to the bill (H. 12226) amending the Virgin Islands Corporation 
Act (63 Stat. a, and for other purposes, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report as to the amend- 
ments to the text of the bill: 

The principal question at issue in connection with the Senate 
amendments to H. R. 12226 was the method of sale of assets of the 
Virgin Islands Corporation. The House language had left discretion 
to the Directors of the Cor poration to use negotiated sales, competitive 
bidding, or public auction as they saw fit. This was recommended by 
spokesmen for the Department of the Interior in the belief that 
negotiated sales frequently produce a better bargain for the Govern- 
ment than competitive bidding or public auction does. The Senate 
amendment required a public auction in all cases. Agreement was 
reached by the conferees that sales of assets valued at $500 or more 
shall be by public auction or competitive bidding and that sales of 
assets valued at less than that amount may be by — method as 
the judgment of the Directors dictates. In either case, “fair and 
reasonable value’? must be realized and, as Soovilek by the Senate 
amendment, the Virgin Islands government will have a first refusal. 

The only other matter of consequence for resolution was the Senate’s 
insertion of an amendment explicitly referring to the use of power 
revenues to assist in repayment of the cost of the desalting works. 
The conferees have agreed to recommend omission of the amendment. 
It is observed that, as far as repayment is concerned, another portion 
of the bill requires that this be accomplished by the sale of water under 
contracts calling for payments sufficient to cover all operating expenses, 
to amortize the investment, and to pay interest thereon. The great 
bulk of the sale will be to the Virgin Islands government. 

The other Senate amendments, to which the House conferees agreed, 
are perfecting in nature. 


Leo W. O’Brien, 

Wayne N. ASspPINALL, 

B. F. Sisk, 

A. L. MiLuEr, 

JoHN P. SAYLor, 
Managers on the Part of the House. 


O 
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Mr. Watter, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H, R. 11477] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 11477) to 
amend chapter 223 of title 28, United States Code, to provide for the 
admission of certain evidence, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do rec- 
ommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

At the end of subsection (a) strike the period and insert the follow- 
ing: : Provided that such delay is to be considered as an element in de- 
termining the voluntary or involuntary nature of such statements or con- 
fessions.; and the Senate agree to the same. 

Francis E. WALTER, 

Epwin E. WILLIs, 

KENNETH B. Katina, 

Winuiam C, CRAMER, 
Managers on the Part of the House. 

JosppH C. O’MAHoNneY, 

James QO. EastLanp, 

Everett McKiniey Dirksen, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 11477) to amend chapter 223 of title 18, United 
States Code, to provide for the admission of certain evidence, and for 
other purposes, submit the following statement in explanation of the 
effect of the action agreed upon by the conferees and recommended 
in the accompanying conference re port: 

The Senate amended the House version by inserting in section 3501 
(a) the word “reasonable’”’ before the word ‘‘delay.”” The purpose of 
such an amendment was to make it clear that the proposed legislation 
did not intend to approve unreasonable delay in taking arrested persons 
before a commissioner or other officer empowered to commit persons 
charged with offenses against the laws of the United States. 

The bill, as it passed the House, provided for a statutory rule of 
evidence for the admissibility of statements and confessions in criminal 
proceedings in the courts of the United States. While the House 
version did not contain the word ‘‘reasonable”’ in referring to delay, 
it still provided that statements and confessions otherwise admissible 
should be admitted into evidence and not be excluded solely because 


of delay in bringing the arrested person before the committing 
magistrate. 

The amendment as agreed to by the conferees of both Houses is to 
make it clear and definite that the existing rule of evidence governing 
the admissibility of statements and confessions shall not be disturbed 
by the enactment of this legislation. The ae. as contained in this 


amendment is to that effect, that under all the circumstances, if the 
statement or confession is found to be involuntary, it shall be excluded. 
Thus the question of delay will always be a factor to be considered 
by the court in deciding whether or not the statement or confession 
is voluntary and therefore admissible in evidence. 

Francis E. WAurTER, 

Epwin E. W111, 

KENNETH B. Knuartina, 

Wituram C. CRAMER, 

Managers on the Part of the House. 


C 
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Mr. PassMAN, from the committee of conference, submitted the follow- 
ing 


CONFERENCE REPORT 


[To accompany H. R, 13192] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 13192) 
making appropriations for Mutual Security for the fiscal year ending 
June 30, 1959, and for other purposes, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 5, 6, and 7, and agree to the same. 

Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment, 
as follows: 


In lieu of the sum proposed by said amendment insert $750,000,000 ; 
and the Senate agree to the same. 


Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 


the Senate numbered 4, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $400,000,000; 
and the Senate agree to the same. 
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MUTUAL SECURITY ACT OF 1959 


The committee of conference report in disagreement amendments 


numbered 3, 8, 9, and 10. 


Ortro E. Passman, 

J. VAUGHAN Gary, 
JoHN J. Rooney, 
Wiutuiam H. NatcuHer, 
Winrie_p K. Denton, 
Hueco ALEXANDER, 
Grorce ANDREWS, 
CLARENCE CANNON, 
JoHN TABER, 

Ricuarp B. WiagGLEswortH (except 
as to amendment No. 4), 
GerRALD R. Forp, Jr. (except 
as to amendment No. 4), 
Epwarp T. MILLER (except 
as to amendment No. 4), 

Managers on the Part of the House. 
Cart HAYDEN, 
Ricuarp B. RussgE.u, 
Dennis CHAVEZ, 
ALLEN J. ELLENDER, 
Lister Huu, 
LEVERETT SALTONSTALL (with 
reservations), 
Epwarp J. Tuys, 


Everett M. Dirksen (with 
reservations) , 


Managers on the Part of the Senate. 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


STATEMENT OF THE MANAGERS ON THH PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
ae votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 13192) making appropriations for Mutual Seeuri 
for the fiscal year ending June 30, 1959, and for other purposes, submit 
the following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
each of such amendments, namely: 


MUTUAL SECURITY 
Funps APPROPRIATED TO THE PRESIDENT 
MILITARY ASSISTANCE 


Amendment No. 1: Changes citation as proposed by the Senate. 


DEFENSE SUPPORT 


Amendment No. 2: eetentiin $750,000,000 instead of $700,- 
000,000 as proposed by the House and $790,000,000 as proposed by 
the Senate. 


Amendment No. 3: Reported in disagreement. 


DEVELOPMENT LOAN FuND 


Amendment No. 4: . Appropriates $400,000,000 instead of 
$300,000,000 as proposed by the House and $580,000,000 as proposed 
by the Senate. 


SPECIAL ASSISTANCE 


Amendment No. 5: Appropriates $200,000,000 as proposed by the 
Senate instead of $185,000,000 as proposed by the House. 


PRESIDENT’S SPECIAL AUTHORITY AND CONTINGENCY FUND 


Amendment No. 6: Appropriates $155,000,000 as proposed by the 
Senate instead of $100,000,000 as proposed by the House, 


CORPORATIONS 
LIMITATION ON ADMINISTRATIVE EXPENSES, DEVELOPMENT LOAN FUND 


Amendment No. 7: Limits administrative expenses of the Develop- 
ment Loan Fund to not to exceed $1,250,000 as proposed by the 
Senate instead of $1,000,000 as proposed by the House. 





MUTUAL SECURITY ACT OF 1959 


GENERAL PROVISIONS 


Amendments Nos. 8, 9, and 10: Reported in disagreement. 

The amounts contained in the bill agreed to by the conferees were 
too small in the view of some of the conferees, especially in the Deyvel- 
opment’ Loan Fund: It is understood that if additional funds are 
needed next January for the purposes contained in this bill, the 
Appropriations Committees of the House and Senate will give earnest 
consideration to the recommendations of the Executive in view of 
the importance of maintaining our friendly relations with countries 
with whom we have undertakings, 


Orto E. PassMan, 

J. VAUGHAN Gary, 
JoHN J. Rooney, 
Witiiam H. Natcuer, 
Winrie_p K. Denton, 
Hueu ALFXANDER, 
GEORGE ANDREWS, 
CLARENCE CANNON, 
JOHN TABER, 

R. B. Wicaieswortnu (except 
as to amendment No. 4), 
GERALD R. Forp, Jr. (except 
as to amendment No. 4), 
Epwarp T. MILuEr (except 
as to amendment No. 4), 


Managers on the Part of the House. 


‘Nn 
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LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C., September 15, 1958. 
Hon. Ratew R. Roserts, 
Clerk, United States House of Representatives, 
The Caytol, Washington, D. C. 

Dear Mr. Roserts: | present herewith for the information of the 
House of Representatives the activity report of the Committee on 
Interstate and Foreign Commerce for the 2d session of the 85th 
Congress. 

Sincerely yours, 
Oren Harris, Chairman. 
mI 
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Mr. Harris, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong., and H. Res. 99, as amended, 85th Cong.] 


Your Committee on Interstate and Foreign Commerce reports 
herewith on its activities to date during the 85th Congress, 2d session, 
in accordance with the Legislative Reorganization Act of 1946. 
This act vested legislative jurisdiction over the following subjects in 
your committee: 

1. Interstate and foreign commerce generally. 

2. Regulation of interstate and foreign transportation, except 
transportation by water not subject to the jurisdiction of the 
Interstate Commerce Commission. 

3. Regulation of interstate and foreign communications. 

4. Civil aeronautics. 

5. Weather Bureau. 

6. Interstate oil compacts, and petroleum and natural gas, 
except on public lands. 

7. Securities and exchanges. 

8. Regulation of interstate transmission of power, except the 
installation of connections between Government waterpower 
projects. 

9. Railroad labor and railroad retirement and unemployment, 
except revenue measures relating thereto. 

10. Public health and quarantine. 

11. Inland waterways. 

12. Bureau of Standards, standardization of weights and 
measures, and the metric system.’ 

1 By. H. Res. 580, adopted July 21, 1958, jurisdiction of the committee over the Bureau of Standards, 
standardization of weights and measures, and the metric system is transferred to the newly created Select 
Committee on Astronautics and Space Lt The resolution also gives that committee jurisdiction 


over legislative matters pertaining to the National Science Foundation which hitherto has been exercised 
by the Committee on Interstate and Foreign Commerce. 


1 
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as; 


At the start. of the 85th Congress, your comrhitteé was composed of 


the following: 


Oren Harris, Arkansas, Chairman 


John Bell Williams, Mississippi 
Peter F. Mack, Jr., Illinois 
Kenneth A. Roberts, Alabama 
Morgan M. Moulder, Missouri 
Harley O. Staggers, West Virginia 
Isidore Dollinger, New York 
Walter Rogers, Texas 

Martin Dies, Texas 

Samuel N. Friedel, Maryland 
John J. Flynt, Jr., Georgia 
Torbert H. Macdonald, Massachusetts 
George M. Rhodes, Pennsylvania 
John Jarman, Oklahoma 

Leo W. O’Brien, New York 

John E. Moss, California 

John D. Dingell, Michigan 


J. Carlton Loser, Tennessee 
Charles A. Wolverton, New Jersey 
Joseph P. O’Hara, Minnesota 
Robert Hale, Maine 

John W. Heselton, Massachusetts 
John B. Bennett, Michigan 

John V. Beamer, Indiana 
William L. Springer, Illinois 
Alvin R. Bush, Pennsylvania 
Paul F. Schenck, Ohio 

Joseph L. Carrigg, Pennsylvania 
Steven B. Derounian, New York 
J. Arthur Younger, California 
William H. Avery, Kansas 

Bruce Alger, Texas 

Will E. Neal, West Virginia 


Mr. Dies resigned membership on the committee on July 21, 1958, 
and was succeeded by Mr. Joe M. Kilgore of Texas. ; 
The committee views with regret the information that Messrs. Dies, 


Wolverton, O’Hara, and Heselton have announced their intention not 
to seek election to the 86th Congress, and the loss that this represents 
in the able and constructive contribution to the committee that these 
Members have rendered during the past many years. 

Mr. W. E. Williamson was appointed clerk of the committee on 
October 1, 1957, vice Mr. Elton J. Layton, retired. Assistant clerks 
are Kenneth J. Painter, Marcella Fencl, Georgia G. Glasmann, 
Mildred Lang, and Roy P. Wilkinson; and Glenn L. Johnson, print- 
ing editor. 

Members of the professional staff of the committee are Messrs. 
Andrew Stevenson, Kurt Borchardt, Sam G. Spal, and Martin 
Cunningham. 

SUBCOMMITTEES 


While some of the legislative matters coming before your committee 
have been handled by the entire committee, consideration of legislative 
proposals principally has been through three regular subcommittees. 
The membership of these subcommittees, in addition to Chairman 
Harris and Mr. Wolverton, together with the jurisdiction of each, is 
as follows: 

TRANSPORTATION AND COMMUNICATIONS 
Charles A. Wolverton 
Joseph P. O’Hara 
Robert Hale 
William L. Springer 
Steven B. Derounian 
J. Arthur Younger 


Oren Harris, chairman 
Kenneth A. Roberts 
Harley O. Staggers 
Walter Rogers 

Samuel N. Friedel 
John J. Flynt 

Torbert H. Macdonald 


Jurisdiction: (a) Interstate and foreign transportation, (6) civil aeronautics, 
(c) interstate power, (d) petroleum.and natural gas, (e) interstate and foreign 
communications, and (f) inland waterways. 


HEALTH AND SCIENCE 





John Bell Williams, chairman 
Martin Dies 

George M. Rhodes 

Leo W. O’Brien 

John D. Dingell 

J. Carlton Loser 


John W. Heselton 
Alvin R. Bush 
Paul F. Schenck 
Joseph L. Carrigg 
Will E. Neal 
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Jurisdiction: (a) Public health and quarantirie, (b) food and drugs, (c) National 
Science Foundation, (d) hospital construction, (¢) Weather Bureau, (f) Bureau of 
Standards, Weights and Measures, and Metric System, and (g) air pollution, 


COMMERCE AND FINANCE 


Peter F. Mack, Jr., chairman John B. Bennett 
Morgan M. Moulder John V. Beamer 
Isidore Dollinger William H. Avery 
John Jarman Bruce Alger 


John E. Moss 


Jurisdiction: (a) Interstate and foreign commerce generally, including in- 
flammable fabrics, (6) Federal Trade Commission, (ce) securities and exchanges, 
(d) newsprint, brand names, and labeling, (e) railroad retirement and unemploy- 
ment insurance, and (f) Trading With the Enemy Act. 


SruDIES AND INVESTIGATIONS 


In addition to the consideration which your committee has accorded 
legislative matters referred to it, the committee has conducted and is 
conducting inquiries into a number of matters falling within its juris- 
diction pursuant to the Legislative Reorganization Act, and imple- 
menting authorizations contained in "Tone Resolution 99, as 
amended.? The nature of those studies and inquiries pursued during 


2 The resolution is as follows: 


[H. Res. 99, as amended by H. Res. 197 and H. Res. 316] 
RESOLUTION 


Resolved, That effective from January 4, 1957, the Committee on Interstate and Foreign Commerce may 
mre investitetions ond strdies into motters within tts jurisdiction, incl- dine the following: 

(1) Policies with respect to competition among the various modes of transportation, whether rail, air, 
motor, water, or — measures for increased safety; and adequacy of the national transportation system 
for defense and the needs of an expanding economy; 

(2) Policies with respect to the promotion of the development of civil aviation; measures for increased 
safety; restrictions on American air carriers which impede the free flow of commerce; rates, accounts, and 
continuance of sybsidy payments; airport construction, hazards of adjacency to ee and condemnation 
of airspace; aircraft and airline liability; aircraft research and development, and market for American aircraft; 
and air navigational aids and traffic control; 


(3) Availability of channels for allocation for radio and television; and divestment of international radio 
and cable facilities; 


(4) Adequacy of the protection to investors afforded by the disclosures and regulatory provisions of the 
various Securities Acts; 

(5) Adequacy of petroleum, natural gas, and electric energy resources for defense and the needs of an 
expanding economy; adequacy, promotion, regulation, and safety of the facilities for extraction or genera- 
tion, transmission and distribution of such resources; Sas of synthetic liquid fuel processes; and 
regulation of security issues of and control of natural gas pipeline companies; 

(6) Advertising, fair competition, and labeling; 

(7) Research in weather, ineluding air pollition and smog, and artificially induced weather; research into 
the basic sciences; and standards and weights and measures; 

(8) Effects of inflation upon benefits a under railroad retirement and railroad unemployment 
programs; and inequities in provisions of statutes relating thereto, with comparison of benefits under the 
socia] system; 

(9) Adequacy of medical facilities, medical personnel, and medical teaching and training facilities; re- 
search into human diseases; provisions for medical care; efficient and effective quarantine; protection to 
users aginst incorrectly labeled and deleterious foods, drugs, cosmetics, and devices; and other matters 
relating to public health; 

(10) Disposition of funds arising from the operation of the Trading With the Enemy Act; 

(11) Current and prospective consumption of newsprint and other papers used in the printing of news- 
papers, magazines, or such other publications as are admitted to second-class mailing privileges; current and 
prospective production and supply of such pa , factors affecting such supply; and possibilities of 
additional production through the use of alternative source materials; 

(12) Increase in traffic aecidents on the streets and highways of the United States during recent years; 
factors responsible for such increase, the resulting deaths, personal injuries, and economic losses; and 
measures for eliminating such accidents or reducing their frequency and severity; and 

(13) The administration and enforcement by Departments and agencies of the Government of provisions 
of law relating to subjects which are within the jurisdiction of such committee. 

For the purposes of such investigations and st»dies the committee, or any subcommittee thereof, may 
sit and act during the present Congress at such times and places within or outside the United 8 its 
Territories and possessions, and the Commonwealth of Puerto Rico, whether the House has recessed, or 
has adjourned, to hold such hearings, and to require, by subpena or otherwise, the attendance and testi- 
mony of such witnesses and the production of such books, records, correspondence, memoranda, papers, 
and documents, as it deems necessary. Subpenas may be issued under the signature of the chairman 
the committee or any member of the committee designated by him, and may be served by any person 
designated by such chairman or member. 

The committee may report to the House at any time during the present Congress the results of any inves- 
tigation or study made under authority of this resolution, together with such recommendations as it deems 
appropriate. Any such report shall be filed with the Clerk of the House if the House is not in session. 
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the first session is more fully described in a report of the committee 
on its activities during the first session, relating to: * 

(a) Agency hearings. 

(6) Legislative oversight. 

(c) Traffic safety. 

(d) Medical school inquiry. 

(e) International health. 

(f) Chemical additive hearings. 

(g) Petroleum survey: 1957 outlook—oil lift to Europe—price in- 
creases. 

(h) Transportation policy. 

(¢) Civil air policy; airspace use study; investigation of the develop- 
ment of the common system of air navigation and traffic control; air 
transportation development and airspace use problems. 

0 Pulp, paper, and board supply-demand. 

(k) War claims and war assets legislation. 

(1) Safety devices on household refrigerators. 

Since the adjournment of the first session the studies and inquiries 
— by the committee are indicated under appropriate heads as 
follows: 


INTERNATIONAL GEOPHYSICAL YEAR—ARcTIC—ANTARCTICA 


For many years the committee has exercised legislative jurisdiction, 
among other things, over matters pertaining to civil aviation, com- 
munications, weather, and science. In such connection the commit- 
tee has been ever conscious of its responsibilities in assuring that our 
communications and weather knowledge, and our air navigational 
routes and systems, be adequate for the needs of our Nation’s defense 
and for the demands of our expanding civilian economy. The com- 
mittee has been equally conscious of its responsibilities in assessin 
and developing the Government’s proper role in the coordination and 
advancement of scientific knowledge, and has been justifiably proud of 
the creation of the National Science Foundation under the committee’s 
legislative jurisdiction. 

The committee has been keenly aware of the great contribution to 
our scientific knowledge and to the geoph sical discipline that was 
contemplated would be developed from the International Geophysical 
Year (IGY). It has attentively followed the United States participa- 
tion in the IGY under the guidance of the National Academy of 
Sciences, working in conjunction with such Federal agencies as the 
National Science Foundation, the National Bureau of Standards, and 
the Weather Bureau. 

In the IGY, among other things, attention is being given to studies 
of auroral displays and the ionosphere leading to disruption of radio 
circuits, of methods for circumventing these disadvantages, and tech- 
niques for increasing the reliability of radio-communication circuits 
in polar and subpolar regions. IGY studies also are being made seek- 
ing a clearer understanding of atmospheric processes, in the air, at 
the air-ocean boundary surfaces, and in the effect of the oceans them- 
selves, so as to enable more reliable weather data, predictions over 
longer intervals of time, and longer advance warning for preparing to 


3 H. Rept. 1276, September 23, 1957. 
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meet such violent meteorological events as hurricanes, tornadoes, or 
droughts. 

Such studies in the polar and subpolar regions, leading to greater 
reliability of radio communication, to better weather information,.and 
to greater knowledge of how to cope with living conditions, all offer 
a significant contribution to the development and expansion of inter- 
continental air transportation via the shorter great-circle routes over 
both polar regions. 

The importance of this scientific work, as well as the information 
and experience being gained through the accompanying logistic sup- 
port, goes without saying. However, insofar as these observations 
and studies are being carried out under IGY, the program contem- 
plated that they should cease at the end of 1958. The committee, 
therefore, was greatly concerned with the direction and, magnitude 
that our post-IGY program should take, the probable IGY achieve- 
ments in advancement of our general knowledge and of weather, 
ionosphere, and radio propagation, the continuing emphasis which 
properly should be placed upon the varying geophysical disciplines 
and the legislation sollananlty. needed to sauneetol the purposes of 
a post-IGY United States program. 

With the adjournment of the Congress last fall, opportunity was 
afforded the committee for more intensive and informed consideration 
of these matters. Six members of its Subcommittee on Transporta- 
tion and Communications accordingly engaged in a 5-week study in 
the Arctic and the Antarctic regions embracing the general Inter- 
national Geophysical Year program with special emphasis on the 
features of the program bearing on weather, communications, and 
aviation. The study at the same time included aviation operations 
and air routes in the Arctic and the Antarctic. 

The members of the subcommittee making such study trip were: 
Chairman Oren Harris, Samuel N. Friedel, John J. Flynt, Jr., Torbert 
H. Macdonald, Robert Hale, and Steven B. Derounian. They were 
accompanied by Dr. Andrew Stevenson, of the committee staff; 
Dr. Laurence M. Gould, president of Carleton College and chairman 
of the National Academy of Sciences USNC Committee on Ant- 
arctica; Dr. Harry Wexler, Director, Office of Meteorological Research, 
Weather Bureau, and chief scientist, USNC Committee on Antarctica; 
and Dr. James E. Mooney, assistant to the United States Antarctic 
projects officer. 

The study was initiated by flight over the North Pole November 10 
on the Scandinavian Airlines System regular route direct from Copen- 
hagen to Tokyo, with an intervening stop at Anchorage, Alaska. 
Flight from Tokyo to New Zealand was made by commercial airlines, 
with brief stops also in Manila and Sydney for additional discussion 
of international aviation route proposals. 

From New Zealand to Antarctica and return, and within Antarctica, 
flight was made with the Navy Air Development Squadron VI (VX-6), 
and between McMurdo and the South Pole, November 24, with the 
53d Troop Carrier Squadron, USAF. The return from New Zealand 
was via Pan American World Airways. 

In Antarctica, the committee visited at length the logistic support 
base at the naval air facility on Ross Island in McMurdo Sound, the 
United States IGY scientific station at Little America, and the New 
Zealand IGY Ross Sea Scott Station, and participated in a USAF 

H. Rept. 2705, 85-22 
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airdrop at the United States IGY Amundsen-Scott South Pole Station. 
The committee was privileged also to visit the old base established 50 
years ago at Hut Point by Sir Robert Scott and Sir Ernest Shackleton. 

From Adm. George Dufek, in his dual role as commander, Naval 
Support Forces, Antarctica (Task Force 43), providing logistic sup- 
port for IGY, and as United States Antarctic projects officer, the com- 
mittee received cordial and complete cooperation, not only in his 
appearance before the close of the first session at hearings conducted 
by the committee, but also in his provision of facilities and informed 
briefings during the committee’s sojourn and movement in Antarctica. 
In the scientific briefing, in addition to the informed companionship 
of those accompanying the study group, the committee was especially 
indebted to Dr. Hugh Odishaw, executive director, United States 
National Committee for the International Geophysical Year, National 
Academy of Sciences, and to Dr. J. Wallace Joyce, head, Office for the 
International Geophysical Year, National Science Foundation. 

Under date of January 17 of this year, members of the subcommittee 
making this study reported to the President their views respecting, 
and made certain recommendations for action regarding, the interest 
of the United States in the Antarctic, the importance of continuin 
United States scientific studies in the Antarctic after the close of IG 
at the end of 1958, and the need for expeditious consideration and 
decision as to the 1959 Antarctic program. The committee was 
pleased to be informed on January 24 that the Government had 
decided to continue these scientific pursuits and that appropriate 
directions were being issued to the affected agencies so that the 
required planning could go forward before the Antarctic freeze set in. 

Under date of January 24, the Subcommittee on Transportation 
and Communications and the Subcommittee on Health and Science 
initiated a series of hearings looking into the role of the Federal 
Government in the stimulation of research and education in the basic 
sciences with particular attention to the continuation of disciplines 
included in the IGY and the United States work in the Arctic and the 
Antarctic. The members further submitted a full report * on their 
study to the committee, and to the House, comprising a comprehensive 
review of the IGY, of the scientific and logistic work being conducted 
in the Arctic and the Antarctic, of the existing and potential com- 
mercial air routes in the Arctic and the Antarctic, and setting forth 
certain extensive observations and recommendations with respect 
thereto. Again on March 26 these subcommittees conducted hearings 
as to the post-IGY United States scientific program. In view of the 
tremendous importance the committee will continue its study of civil 
aviation, communications, weather, and scientific projects in the 
polar region. 

AVIATION Sarety LEGISLATION 


Studies in progress many years in the field of aviation safety, 
specifically in the critical area of airspace use and traffic control, were 
continued during the session. Extensive hearings were held by the 
Subcommittee on Transportation and Communications on H. R. 12616 
and S. 3880, to establish a new Federal Aviation Agency, introduced 
in the House by the chairman of this committee, and in the Senate 


4H. Rept. 1348, February 17, 1958. 
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by Senator Monroney, chairman of the Subcommittee on Aviation of 
the Senate Committee on Interstate and Foreign Commerce. 

After extensive consideration, the committee reported favorably on 
S. 3880, with amendments which strengthened but did not change the 
basic purpose of the legislation as introduced. The legislation estab- 
lished an agency, headed by a civilian administrator, with power to 
promulgate air traffic rules and airspace use regulations for both civil 
and military operations. The new agency assumes air safety rule- 
making powers formerly exercised by the Civil Aeronautics Board and 
airspace reservation authority formerly exercised by the President. 

In view of the importance of military aviation problems involved 
in this legislation, the chairman of this committee invited Hon. Carl 
Vinson, chairman of the Committee on Armed Services, to designate 
members of that committee to sit with the subcommittee during the 
hearings. As a result of that invitation, Messrs. Price, Kitchin 
Wilson, and Osmers of the Committee on Armed Services participated 
in the hearings. 

TRANSPORTATION Poticy 


The extensive hearings on transportation policy conducted during 
the 84th Congress and the ist session of this Congress, mentioned in 
our report on our activities during the 1st session, were continued 
during the 2d session. 

This committee consideration of problems in the surface transpor- 
tation field and of various legislative proposals advanced for meeting 
them culminated in H. R. 12832, the Transportation Act of 1958 (dis- 
cussed below under legislative matters), which was signed by the 
President on August 12, 1958 (Public Law 85-625). 


SUBSCRIPTION ‘TELEVISION 


On September 18, 1957, the Federal Communications Commission 
issued a public notice to the effect that the Commission would accept 
for consideration applications from present or proposed television 
stations requesting authorization to conduct trial subscription tele- 
vision operations on a limited basis for a period of 3 years, but that 
applications would not be acted upon prior to March 1, 1958. 
Prompted by this notice, the committee held 6 days of hearings in 
January 1958 on the subject of subscription television. 

On February 2, 1958, the committee adopted a resolution expressing 
the sense of the committee that the public interest would not be 
served by the granting of authorizations for subscription television 
operations as contemplated by the Federal Communications Com- 
mission in its first report adopted October 17, 1957, in Docket No. 
11279. The resolution further stated that the Federal Communi- 
cations Commission should not grant such authorizations unless and 
until the Communications Act of 1934 is amended so as to specifically 
empower the Commission to grant such authorizations. 

In answer to this resolution, the committee was advised by the 
Federal Communications Commission that no application for authori- 
zations to conduct operations of trial subscription television would be 
processed beginning March 1, 1958, as contemplated by the Federal 
Communications Commission in its announcement of September 18, 
1957. 
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Subsequently, on July 23, 1958, the Federal Communications 
Commission advised the committee that the Commission would 
continue to maintain the status quo in its pending rulemaking proceed- 
ing on subscription television until the committee would have an 
opportunity during the Ist session of the 86th Congress to resume 
consideration of legislation on this subject. 


Srupy or Mepicat ScHoot aNpD Heatra Research FAcILities 


During the recess several members of the committee visited a 
number of southern medical schools to observe at firsthand the need 
for additional and improved medical school and health research 
facilities. The medical schools visited included the following: Med- 
ical College of Alabama, Birmingham, Ala,; College of Medicine, Uni- 
versity of Florida, Gainesville, Fla.; School of Medicine, University 
of Miami, Miami, Fla.; School of Medicine, Emory University, 
Atlanta, Ga.; School of Medicine, Louisiana State University, New 
Orleans, La.; School of Medicine, Tulane University, New Orleans, 
La.; College of Medicine, University of Tennessee, Memphis, Tenn.; 
School of Medicine, Vanderbilt University, Nashville, Tenn.; Meharry 
Medical College, Nashville, Tenn. 

As noted elsewhere in this report, the committee unanimously. 
reported legislation to extend for a period of 3 years the health researe 
facilities program. 

TraFric SAFETY 


During the 1957 fall recess of the Congress, the Special Subcom- 
mittee on Traffic Safety held three hearings at Nashville, Tenn.; 
Little Rock, Ark.; and Montgomery, Ala.; for the purpose of studying 
enforcement methods in connection with traffic safety problems. The 
subcommittee heard witnesses representing law-enforcement agencies, 
and State and municipal executive officials. 

During the second session of this Congress, the subcommittee held 
six sets of hearings, (1) House Joint Resolution 221 (Beamer), inter- 
state compacts for adoption of a uniform traffic code; (2) H. R. 9368 
(Schenck), hydrocarbons given off by automobiles; (3) H. R. 12804 
(Roberts), driver education training; (4) a proposal by the broad- 
casting industry for broadcasting of weather and road conditions, 
washed out bridges, and other hazards on the Nation’s highways; 
(5) a panel discussion on basic research needs in the field of traffic 
safety; and (6) a presentation by winners of national teen-age roadeo 
contests of their opinions of the value of driver education training if 
incorporated in the curricula of all high schools of the Nation. 

House Joint Resolution 221 was favorably reported from the sub- 
committee, the full committee, and passed by the House and the 
Senate, and became Public Law 85-684, approved August 20, 1958. 

On March 1, 1958, Mr. Edward F. Jones joined the subcommittee 
as staff director. 

On June 10, 1958, Mr. Henry A. Barnes, consultant to the sub- 
committee, resigned his position due to the pressure of his activities 
as traffic director of Baltimore. 

The subcommittee plans further hearings on the relationship of 
alcohol to traffic accidents, vehicle design, human factors contributing 
to accidents, enforcement, and legislation. 
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NEWSPRINT 


The committee, and its Subcommittee on Commerce and Finance, 
continued their observations of the supply-demand outlook of news- 
print, and the various factors bearing upon availability of a supply 
adequate for the needs of our publishers, 

The situation the past year was substantially eased from the more 
stringent condition existing a few years ago. is, as well as the near- 
term outlook, has been presented in a report submitted to the House 
on June 10, 1958 (H. Rept. No. 1868). 


LEGISLATIVE OVERSIGHT 


The nature and purposes of this subcommittee have been outlined 
in the committee report on its activities during the first session. On 
February 20, 1958, Hon. Morgan M. Moulder, resigned as chairman 
of the subcommittee, and on February 11, 1958, Mr. Harris, chair- 
man of the full committee, assumed the chairmansip of the subcom- 
mittee, resulting in the present membership of the subcommittee 
shown below: 


SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 


Oren Harris, Chairman Charles A. Wolverton 
John Bell Williams Joseph P. O’Hara 
Peter F. Mack, Jr. Robert Hale 

Morgan M. Moulder John W. Heselton 
John J. Flynt, Jr. John B. Bennett 
John E. Moss 


The services of Mr. Bernard Schwartz as chief counsel and staff 
director were terminated February 10, 1958. 

Mr. Robert W. Lishman was appointed chief counsel on March 10, 
1958. 

Mr. Baron Shacklette, chief investigator, resigned on July 7, 1958. 

At the start of the second session, the subcommittee held public 
hearings relative to a general survey of the work of the Federal regula- 
tory commissions. Witnesses included chairmen of the six independ- 
ent commissions: Civil Aeronautics Board, Interstate Commerce 
Commission, Federal Trade Commission, Federal Communications 
Commission, Securities and Exchange Commission, Federal Power 
Commission. There followed a series of hearings which had as their 
subject matter the conduct of Federal Communications Commission- 
ers with special emphasis on the question of ex parte contacts with the 
Commission, particularly as this matter was developed in some 7 weeks 
of hearings on the Miami Channel 10 case. 

Following such hearings the subcommittee filed an interim ore 
relating to the Federal Communications Commission on April 4, 
1958.5 The interim report contained the following legislative 
recommendations: 


(1) Code of ethics should be prescribed by the Commission 
to establish standards of conduct for members and employees; 

(2) Honorarium provisions in section 4 of the act should 
be eliminated; 

(3) Ex parte contacts with members of the Commission 
and of its staff should be prohibited with respect to adjudica- 


5H. Rept. 1602, 85th Cong., 2d sess, 
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tory matters; ex parte communications not authorized by 
law should be disclosed in the public record and notice given 
to the parties; and 

(4) Act should provide that the President may remove 
any member of the Commission for neglect of duty or mal- 
feasance in office, but for no other cause. 


The legislative recommendations above outlined were embodied in 
the bill, H. R. 11886, introduced by Subcommittee Chairman Harris. 

Subsequent hearings were conducted respecting the Commission’s 
treatment of communications patents and additional hearings were 
had on the subject of ex parte contacts in other cases, and the Com- 
mission’s consistency and its application of criteria in comparative 
television cases. Involved in these hearings was the Commission’s 
approval of transfers and mergers of competing applicants. 

Further hearings were held on the subject of the independence of 
the Federal Trade Commission and of the Securities and Exchange 
Commission. 

Incident to these hearings were the contempt proceedings against 
Bernard Goldfine. On August 13, 1958, the House by a vote of 369 
to 8 adopted House Resolution 684 under which the Speaker of the 
House certified the report of the Committee on Interstate and Foreign 
Commerce (Rept. No. 2580) to the United States attorney for the 
District of Columbia. 

During the recess, the subcommittee will continue its investigation 
and study of the commissions and agencies within its jurisdiction. 
Public hearings as to certain matters will be held and a subcommittee 
report will be prepared. 


LeGisLtaTIVE Activity oF THE COMMITTEE 


The accompanying table summarizes statistically the legislative 
activity of the committee during the 85th Congress. In all, 685 bills 
have been referred to the committee of which 56 were reported to the 
House with the recommendation that they be passed. Of these, 33 
have become public law and, in addition, 8 more were passed by the 
House, the proceedings vacated, and the companion Senate bill then 
passed, and subsequently have become public law. One bill was 
reported, passed by the Congress, and vetoed by the President. Four 
of the bills reported were passed by the House, but not by the Senate, 
and 9 more remained on the House Calendar (although 2 of these 
in effect were tabled as the subject matter was covered by other bills 

assed). 
: Of the bills which were not reported, 222 have been disposed of in 
some manner as indicated in the table. As of September 10, 1958, 
407 of the bills were pending, although hearings had been held on 82 
of this group. 
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Bills referred: $ 
EG Es ocnabuethtliens tehoe>thenmrateoip-adaa 
House joint resolutions __....-......---.ci-ssL. 
House concurrent resolutions..................... 
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Senate DUNS. 6... viisn cs cecedundbnecntlsbaobhadicndil 


Bills reported by committee: 
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Tabled by House for Senate bill passed in lieu !__ 
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Proviso Calendar. iii 4. oc. 5 ei dad et 
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Bills otherwise disposed of by committee: 
Tabled, other chamber bill reported____.......... 
Tabled, subject matter covered_.................. 
TORE .. d.niviscocinddbitihtbcciedbesecddbeladiie 
Supeteetehn..diicresktnentieta al lsieciagptiibbiciaedhciad 


Total otherwise disposed of__.................-. 
Hearings held, pending-----..........-.....-...-....- 
PORGIIE on oo nin icisecntann MA bees a mhdesenpebnetene dakar 





! Of these, 8 have become public laws. 


The legislative activity of the committee according to each of the 
principal areas of its jurisdiction is set forth under appropriate head- 
ings below. Reference is made to the bills reported during the first 
session, a brief description of each of which is contained in the com- 
mittee report on its activity during the first session,® and a brief 
description of the nature of each of the bills reported during the 
second session is set forth under each heading. 


INTERSTATE AND FOREIGN COMMERCE GENERALLY 


Total bills referred to committee -_-........---2-2---2-2-2 222: 118 
Renosted, passed, now HuUblic inW...... . . . ....... senbadwiinsencnetebascaaunl 5 
Reported, House Calendat..... ... .....~ -< «~<-guerirsiliienls oiitaieeincels Beatie atin 1 
Tabled, subject matter covered... ~ 2... 6 i4 ano mews ne edd ond declining -4e 19 
Tabled _- ---- acide saw dwe Maes a Se wo Wee bd kien a ainda a ge ere 2 
Superseded by sponsor’s reintroduced bill__..-...-.-.-...-.......--.- 4 
Mearings held, pending... 5 ..4<.-4+ +e tebe aentenend S.detdieaes 40 
FREE inn =~ eee nh ange == «5.50 Seinen emeteelibdineiaasaeee an 47 


FIRST SESSION 


H. R. 469—Textile labeling. 
H. R. 4511—Declaring a portion of Back Cove, Portland, Maine, 
nonnavigable. 
SECOND SESSION 


S. 8500—Automobile Information Diselosure Act 


_This bill would require every manufacturer or importer of new 
automobiles distributed in interstate commerce to affix a label to the 


6H. Rept. 1276, September 23, 1958, 
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windshield or window of each new automobile, prior to delivery to 
any dealer, containing the following information: The make, model, 
and serial or identification number, final assembly point, the name and 
location of the dealer and the city or town to which it is to be delivered 
to him, the method of transporting the automobile if driven or towed 
from the final assembly point to the place of delivery, and the total 
manufacturer’s suggested retail price specifying separately the sug- 
gested price of the car, the suggested price of each item of optional 
equipment physically attached to the automobile at the time of de- 
livery, and the transportation charged to the dealer. 
This bill was enacted as Public Law 85-506. 


H. R. 11234—Jurisdiction over unfair trade practices by meatpackers 


The principal purpose of the bill as amended is to provide that 
jurisdiction over certain unfair trade practices presently vested in the 
Secretary of Agriculture shall be vested in the Federal Trade Com- 
mission, and that jurisdiction over certain unfair trade practices pres- 
ently vested in the Federal Trade Commission shall be vested in the 
Secretary of Agriculture. 


H. R. 12850—Switchblade knives 


The purpose of this legislation is to prohibit the introduction, or 
manufacture for introduction, into interstate commerce, or the trans- 
portation or distribution in interstate commerce, with certain excep- 
tions, of automatic knives, commonly referred to as switchblade 
knives, the blades of which open automatically either by hand pres- 
sure applied to a button or other device, or by the operation of inertia 
or gravity. ‘This bill was enacted as Public Law 85-623. 

H. R. 11668—Transfer of funds into war-claims fund 

The purpose of this legislation is to transfer from funds presently 
held by the Attorney General, which have resulted from the liquidation 
of vested enemy property, into the war-claims fund, a sum not to 
exceed $5 million to satisfy unpaid awards heretofore or hereafter made 
under the War Claims Act of 1948, as amended. 


REGULATION OF INTERSTATE AND FOREIGN TRANSPORTATION 


Total bills referred to committee_.........0......222-.-- it 126 
Reported; passed, and now public law- --....-...-.-2-- 22 o et 8 
Reported, tabled by House (Senate bill passed in lieu, now public law) ____- 6 
ens SUNN oe SSeS eS ee Pence e sa debncasen 1 
PEN 2 OSS Solis oes. en aboas bbb tis Jed awoedeca 0 
Tabled by committee for other Chamber bill reported__..............___- gy 
Tabled by committee, subject matter covered__.._.........-.--.---.---- 16 
a on css ces csegpnal on ten igs doe Mae Ae mw odin Ase 1 
Superseded by sponsor’s reintroduced bill_......-.........-.--.--------- 1 
EEE COUN, (RUIN ois ii ond Si bce eesbabE abse Siig gies dess 20 
Ee cibitticnndcdnonconceséncdeisbonnvecasmeeeealadengs beadiabad 64 


FIRST SESSION 


H. R. 3233—Amending section 22 of the Interstate Commerce Act, 
relating to Government shipments. 

H. R. 3625—Par value of the capital stock of motor carriers. 

H. R. 3775—Amending section 20 b of the Interstate Commerce Act 
relating to stock modification plans. 
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H. R. 5124—Authorizing the Interstate Commerce Commission to 
prescribe rules, standards, and instructions for the installation, in- 
spection, maintenance, and repair of power or train brakes. 

H. R. 5328—Medals of Honor Act. 

H. R. 5384—Amending the Interstate Commerce Act to provide for 
the preservation of competitive through routes for rail carriers. 

H. R. 8825—Revising definition of contract carrier by motor vehicle. 

S. 937—Amending section 4 of the Interstate Commerce Act relating 
to the long- and short-haul clause. 

S. 943—Filing of actual rates by contract carriers by motor vehicle. 

S. 1383—Changing requirements for obtaining a freight forwarder 
permit. 

S. 1492—Increasing penalties for violation of certain safety and other 
statutes administered by the Interstate Commerce Commission. 


SECOND SESSION 


H. R. 128382—-Transportation Act of 1958 


The purpose of this bill is to amend the Interstate Commerce Act in 
order to strengthen and improve our Nation’s common carrier surface 
transportation system so that it may better fulfill its role in meeting 
the transportation needs of the Nation’s expanding economy and the 
requirements of national defense. 

This purpose is accomplished through five amendments: 

1. Section 2 (adding a new pt. V to the act) provides a method of 
temporary financial assistance to encourage railroads to reinstitute 
their presently suspended capital improvement and maintenance 
programs, and thus stimulate reemployment of labor, and the purchase 
of materials, equipment, and supplies. The Interstate Commerce 
Commission is authorized, to March 31, 1961, to guarantee, in whole 
or in part, loans maturing within 15 years made to carriers by public 
or private financial institutions where the proceeds are to be used 
for capital expenditures, including additions and betterments, or for 
maintenance of road and equipment. Where the proceeds are for 
purposes of maintenance, the guaranty may not exceed 50 percent of 
the amount charged for maintenance in the preceding year, and it 
is unlawful for dividends to be declared during the period of the 
guaranty. 

2. Sections 3 and 4 (amending sec. 1 and adding a new sec. 13a to 
the act) permit railroads, at their option, to have the Interstate 
Commerce Commission, rather than State commissions, pass upon 
discontinuance or change in the operation of any train or ferry, where 
such are operated on a line of railroad not located wholly within a 
single State. 

3. Section 5 (amending sec. 15a of the act) adds a new paragraph 
to guide the Commission in competitive rate cases. 

4. Section 6 (amending sec. 203 (b) (6) of the act) freezes the 
so-called agricultural exemption from motor-carrier regulation by the 
Commission to the present list of exemptions, except for a rollback 
on frozen fruits, frozen berries, frozen vegetables, coffee, tea, cocoa, 
hemp, wool imports, and certain categories of domestic wool (1. e., these 
articles would no longer be exempt). 

5. Section 7 (amending sec. 203 (c) of the act) makes it clear 
that “private carriage” involving pseudo “buy-and-sell” techniques 

H. Rept. 2705, 85-2——-3 i 
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is subject to regulation. There is no change affecting any private 
carrier transportation where such transportation is incidental to or 
in furtherance of a primary business enterprise (other than transpor- 
tation). 


H. R. 8748—z ing Interstate Commerce Act relating to the 
statute of limitations on actions involving transportation of property 
or passengers for or on behalf of the United States Government 

The purpose of the bill is to provide a uniform statute of limitations 
on actions involving transportation of property and passengers appli- 
cable to the United States Government as well as to other shippers. 

The bill amends sections 16 (3), 204a, 308 (f), and 406a of the 
Interstate Commerce Act to provide a uniform period for the recovery 
of overcharges and undercharges on both private and Government 
shipments. This is upped from 2 to 3 years for the private shipper; 
reduced to 3 years for the Government; upped from 2 to 3 years for the 
carrier as against the private shipper, ‘and reduced from 6 to 3 years 
for the carrier as against the Government. 

In view of the payment before audit requirement on Government 
shipments, the amendment also defines the cause of action as accruing 
on this type of transportation upon (a) payment of charges for the 
transportation involved, or (6) subsequent refund for overpayment of 
such charges, or (c) deduction made under section 322, whichever is 
later. 

The bill also amends section 322 of the Transportation Act— 

(a) To put a limitation of 3 years (not including any time of 
war) on the period during which the General Accounting Office 
may make deductions; 

(6) To require the carrier to file claims with the General 
Accounting Office within 3 years (not including time of war); and 

(c) To substitute “overcharge” for “overpayment” and to 
define ‘‘overcharge’’ as charges in excess of published tariffs on 
file with the Interstate Commerce Commission and the Civil 
Aeronautics Board of rates, fares, and charges negotiated under 
section 22 of the Interstate Commerce Act. 

This amendment puts a limit of 3 years on the time the General 
Accounting Office may make deductions; reduces from 10 to 3 years 
the time a carrier may file a claim w ith the General Acc ounting Office; 
and, owing to the redefinition of ‘“overpayment,’’ precludes the 
General Accounting Office from deducting amounts resulting from any 
unilateral determination that applicable rates are unreasonable 
(though leaving it free to seek reparations other shippers do, before 
the Commission). 

S. 375—Security interests in motor vehicles 

The purpose of the legislation is to facilitate the financing of the 
purchase of certain specified types of large trucks and buses by 
common carriers and contract carriers having certificates of public 
convenience and necessity issued under the Interstate Commerce Act. 
The proposed legislation provides in substance that the validation in 
one State in accordance with the provisions of the proposed legisla- 
tion, of a security interest (as, for example, a lien) in such a truck or 
bus, shall be enforcible in al nt other States against general creditors, 
subsequent lien creditors, and subsequent purchasers. 
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House Joint Resolution 221 (Beamer)—Granting the consent of Congress 
to the several States to negotiate and enter into compacts for the 
purpose of promoting highway traffic safety 

The purpose of this joint resolution is to grant the consent of 

Congress to the various States to enter into interstate compacts for 

the purpose of promoting traffic safety. 


REGULATION OF INTERSTATE AND FOREIGN 


COMMUNICATIONS 

Total bills referred'to opnamiucee.~ Se eae eee 70 
Reported, passed, and now public law______-_..-------- Poe 1 
Reported, passed Houses ii5 6 44s de cas cee adi ocean. ae 1 
Reported, House Calendar. «....-GAMecOs. teeta. on ne cp eke ecu eee 2 
Tabled by committee, other Chamber bill reported_...........-.--.------ 3 
Tabled by committee, subject matter covered_._..___........-----.-- . 3 
Pending - -- eUshioces coh, oe eee eateteaee Be vt ees 60 


SECOND SESSION 


H. R. 7757—Radwo telephones on vessels 


The purpose of this legislation is to enlarge the exception provisions 
of section 382 of part III of title III of the Communications Act of 
1934, as amended. Part III requires that certain vessels carrying 
passengers for hire be equipped with radio telephones as a safety 
measure. ‘To the three daha of vessels excepted from the require- 
ments of part III would be added a fourth class of vessel, viz, vessels 
which in the course of their voyages do not go more than 1,000 yards 
from the nearest land. 


Senate Joint Resolution 106—Commission to study use of radio 
frequencies 


The purpose of this legislation, as amended, is to establish a Com- 
mission on the Allocation of Radio and Television Frequencies which 
would investigate the utilization of radio and television frequencies. 

The Commission would submit to the President and to the Congress 
within 6 months after the appointment and qualification of its mem- 
bers, a report of the results of its study and investigation. 


H. R. 8543—Issuance of licenses to noneitizens for radio stations on 
aircraft 

The purpose of this legislation is to give to Federal Communica- 
tions Commission discretionary authority to issue licenses to non- 
citizens for the operation of aireraft radio stations in the case of 
persons holding United States pilot certificates or in the case of persons 
holding foreign aircraft pilot certificates which are valid in the United 
States on the basis of reciprocal agreements entered into with foreign 
governments. 


S. 2119—Educational telerision— Grants for transmission apparatus 
The principal purpose of this legislation is to expedite the use of 
television channels set aside for educational purposes. S. 2119, as 
amended, would authorize the Commissioner of Education of the 
Department of Health, Education, and Welfare, to make grants for 
television transmission apparatus for educational broadcasting pur- 
poses. The grants are not to exceed $1 million in any State. The 
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applicant would provide for the operation and maintenance expense 
of such television facilities. 


CIVIL AERONAUTICS 





Total :hilis referred to committee..2) su .le ws ee - oi. ce oe 96 
Remora, passed, and now public law... - ..- .. .. 2-8 ee ce 8 
poeported, papsen; aud wetoed. «262665. $240 Vs 2a. ct en GO eg sk. 1 
OPI IIIS Tc i a as 2 
Tabled by committee, other Chamber bill reported sks Sct ee Sait sts ipl 24 
Tabled by committee, subject matter covered____..__-_.---...---.--.-- 1 
Hearings held, pending_______- S JAC oeS q Role th. oe owas a keene 4 
INES ibd sien skein joann a ideale oA on hs oe Sade Sioa aie 56 


FIRST SESSION 


H. R. 4520—Permanent certificates to certain airlines operating be- 
tween the United States and Alaska. 

H. R. 5822—Disposition of capital gains of air carriers from sale of 
flight equipment. 

H. R. 7993—To guarantee private loans to certain airlines for the 
purchase of aircraft. 

S. 1856 (H. R. 6872)—To provide for the establishment of an Airways 
Modernization Board. 


SECOND SESSION 


S. 3880—To establish a Federal Aviation Agency 

The principal purpose of this legislation is to establish a new Federal 
Aviation Agency, headed by a civilian Administrator, to make and 
enforce safety regulations for the control of all air traffic, civil and 
military. The new Agency absorbs the Civil Aeronautics Adminis- 
tration and the Airways Modernization Board. 

The legislation transfers authority to issue safety regulations from 
the Civil Aeronautics Board to the new Agency, but the Board retains 
authority with reference to economic regulation of air commerce and 
responsibility for the conduct and report of civil aircraft accident 
investigations, plus authority to hear and determine two types of 
appeals from actions of the Administrator involving safety certificates. 


S. 1380 (H. R. 5239)—To provide civil penalties for violations of security 
provisions of the Civil Aeronautics Act 
This legislation authorized civil penalties for violation of the secu- 
rity provisions of the Civil Aeronautics Act. After committee action 
favorably reporting this bill, the subject matter was covered in S. 3880, 
the Federal Aviation Act of 1958, and S. 1380 was not called up for 
action in the House. 


S. 3502—To amend the Federal Airport Act 


The purpose of this legislation, as reported by the committee, was 
to extend the Federal Airport Act on a matching basis through fiscal 
year 1963 at an increased level of $100 million a year beginning with 
fiscal year 1959. 


S. 13866 (H. R. 4916)—To amend the Alaska Airports Act 


This legislation amended existing law to authorize 55-year leases 
on real property upon public airports at Anchorage and Fairbanks, 
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Alaska, where used for erecting structures used in connection with the 
operation of these airports. 


H. R. 12311—Amending the act authorizing an additional airport for 
the District of Columbia 
This bill removed the $14 million limitation on the amount author- 
ized to be appropriated for construction of an additional public 
airport for the District of Columbia. 


H. R. 10045—Sale of land acquired for Burke Airport 


This legislation gave former owners preferential rights in buying 
back land acquired by the Government for an airport at Burke, in 
Fairfax County, Va. The State of Virginia, and its political sub- 
divisions, were given 90 days to acquire property for public purposes 
under existing law. After that, former owners had 90 days to buy 
back their land. As reported, the bill provided for repurchase at the 
price paid by the Government, less the value of improvements removed 
and damage done by the Government. The House amended the bill 
to provide for repurchase at the current fair market value. 


H. R. 4805—To reimburse the County of Riverside, Calif., for damages 
to Ryan-Hemet Airport 

The purpose of this legislation, as reported, is to provide for the 

payment of $100,000 to the county of Riverside, Calif., for damages 


done to the Ryan-Hemet Airport by military aircraft during World 
War II. 


WEATHER 
Total bills referred to committee... ......-.-..-----. 22-22 l leek 9 
Reported, passed, and now publie law______.._-....-.-.--------ui-L---e 1 
Tabled by committee, other chamber bill reported: _._...._........------- 5 
WRG cna tde wish 4 ~ ques foc} - wegeeheeieks apeeeeeenesl senna 3 


SECOND SESSION 


S. 86—To provide for a research program in weather modification 


This legislation provided for establishment of a research program 
in the field of weather modification to be conducted by the National 
Science Foundation. 


PETROLEUM AND NATURAL GAS 


Total bills referred to committee... ........22 22-2 19 
Reported, House Calendatsiési.< asas eLikskein di ti ben denecasmdont 1 
Tabled by committee, subject matter covered_...........-.-.---.-----.. 12 
POE on oem < Seen ne apse mtb legate sishad dan aaa a ae en 6 


FIRST SESSION 


H. R. 8525—Natural Gas Act amendments of 1957 


SECOND SESSION 


SECURITIES AND EXCHANGES 


Total bills referred to committee____....... ----- 2-2 ee 14 


PORGINE. 5... sn oc a heen vnddncesunsncusnensee eee 14 
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REGULATION OF INTERSTATE TRANSMISSION OF POWER 


Total bills referred to committee. __......2. foie le ee 9 
Pn 6 ics en niin eo + nnulghtaae aati iin ailiets Acie wees oie 9 
RAILROAD LABOR, RETIREMENT AND UNEMPLOYMENT 

Total bills referred to committee. -~- __-..--..-- 22-2 89 
Reported, tabled by House, Senate bill passed in lieu, now public law__-_--__-_ 1 
Memorted, Hows Catenuat. <5 205) Sse ee eh 1 
Tabled by committee, subject matter covered____.._.-...-.0.-2 224. Le 81 
Superseded by .sponsor’s reintroduced bill__...-.-...-.....-..-..---_ _-- 4 
cheb biatditin ah then abba s:stn ste aetna e040 ino senhate Spiele: = wibek aieepee-ath 2 


SECOND SESSION 


H. R. 4853—Amendments to the Railroad Retirement Act, Railroad 
oe Tax Act, and the Railroad Unemployment Insurance 
ct 

The bill reported by the committee would amend the Railroad 
Retirement Act, Railroad Retirement Tax Act, and the Railroad Un- 
employment Insurance Act. The amendments to the Railroad Re- 
tirement Act principally are: (1) An increase, generally, of 7 percent 
in annuities, pensions, and survivor benefits; (2) women employees 
and spouses may retire at age 62 on a reduced annuity; and (3) a 
disability annuitant may earn up to $1,200 in any year without losing 
his disability annuity. The amendments to the Railroad Retire- 
ment Tax Act are to increase the tax rate from 6% to 7 percent 
beginning with January 1, 1959, through 1964 and further increases 
in the tax rate will be contingent upon increases in the social-security 
tax rate. The maximum tax base is increased from $350 to $400 per 
month per employee beginning January 1, 1959. The amendments 
to the Railroad Unemployment Insurance Act are principally (1) an 
increase in daily benefit rates for those who are unemployed and sick; 
(2) an extension of unemployment benefits by either 13 or 26 weeks 
for those who have exhausted their normal benefit rights; and (3) an 
increase in the tax rate and tax base to finance the cost of these addi- 

tional benefits. 


H. R. 7166—Technical and administrative amendments to the Railroad 
Retirement Act, Railroad Unemployment Insurance Act, and 
Social Security Act 

The amendments proposed by the reported bill are technical and 
are designed principally to simplify and improve administration of 
the Railroad Retirement and Railroad Unemployment Insurance 

Acts. They would also correct certain inequities and anomalies, 

eliminate references to obsolete laws, and insure that the provisions 

conform with comparable provisions in the Social Security Act. This 
latter change is especially important because of the provision in the 

Railroad Retirement Act guaranteeing that monthly benefits to rail- 

road employees and their families shall not be less than benefits which 

would be payable under the Social Security Act if railroad employees 
were covered under the latter act. 

This bill would not affect the cost of benefits under the system in 
any significant amount. Actually, through the simplification and 
improvement of operations, administrative costs would be lowered. 
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PUBLIC HEALTH AND QUARANTINE 


Total bills referred to committee. -.__._..2.22 2b ee tees. 119 
Reported, passed, and now public law_...........----+-...+----+--+---- 9 
FRCOGN NEE, EE, BRAM ind, oni ko km cin eat meee he eh tnineven hie 2 
Reer Gna, Hae COMUNE on no nn ch nbence necegeeeGs de dendenecme 2 
Tabled by committee, other Chamber bill reported _.-._........--_----- 4 
Tabled by committee, subject matter covered__........-.--..-...--.---- 27 
Superseded by sponsor’s reintroduced bill_.....--......--.-------------- 5 
Hearings holds pemaiiig so. ai. 20. SEV aan ot ak a kw 9 
PIE. S-crassieisd — ox «gre cine terhoneltne malo eect cette: dealer’ olin «amen 61 


FIRST SESSION 


House Concurrent Resolution 216—Dr. Spies’ medical achievements. 

H. R. 5953—Elko Indian colony. 

H. R. 6456—Reexportation of imported articles. 

H. R. 8053—Federal assistance to hospitals caring for Indians. 

H. R. 9023—Indian hospitalization payments to Bernalillo County, 
N. Mex. 


SECOND SESSION 


H. R. 9521—Amending section 403 (k) of the Federal Food, Drug, and 
Cosmetic Act, to define the term ‘‘chemical preservative’’ 

This bill would amend section 403 (k) of the Federal Food, Drug, 
and Cosmetic Act (21 U. 8. C. 343 (k)) to provide that the term 
“ehemical preservative,’ as used therein, shall not include any 
pesticide chemicals when used im or on any raw agricultural com- 
modity which is the produce of the soil. The bill would make it 
clear that harmless residues of pesticide chemicals on fresh fruits and 
vegetables are not “chemical preservatives” within the meaning of 
section 403 (k), and, therefore, are not subject. to the labeling require- 
ments of that section. 


H. R. 11414—Grants to schools of public health 


The purpose of this legislation is to earmark an authorized appro- 
priation of not to exceed $1 million for grants-in-aid by the Surgeon 
General to schools of public health. This sum would come out of the 
sum of not to exceed $30 million which by section 314 (c) of the Public 
Health Service Act is authorized to be appropriated for public health 
grants to States and local communities. 

H. R. 12628—Extension of hospital construction program 

The sole purpose of the proposed legislation is to extend for a 
period of 3 years,’ without any modification, the present hospital 
construction program which otherwise would expire June 30, 1959. 
Under such extension there would be authorized for an additional 
period of 3 years appropriations totaling $211.2 million annually, of 
which $150 million is authorized under part C (the old part of the 
program); $60 million under part G (the four new categories 


authorized in 1954); and $1.2 million for studies, demonstrations, 
and research project grants. 


H. R. 12694—Loans in lieu of grants for hospital construction 


The purpose of this legislation is to authorize loans for the con- 
struction of hospitals and other facilities under the Hill-Burton pro- 


7 As finally enacted, the Hospital Construction Act was extended for a period of 5 years. 
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gram in accordance with the same procedures and subject to the 
same limitations and conditions as would be applicable to the making 
of grants under this program. The enactment of this legislation 
would enable religious organizations which have conscientious objec- 
tions to accepting grants from the Federal Government for the con- 
struction of hospitals to secure loans for such. purposes if they would 
otherwise qualify for grants. 


H. R. 12876— Extension of health research facilities program 


The purpose of the legislation, as amended, is to extend for an 
additional period of 3 years, title VII of the Public Health Service 
Act (relating to health research facilities) authorizing an annual 
appropriation of $30 million for each of these years. 


H. R. 13254—Pretesting of food additives 


The purpose of the legislation is (1) To protect the health of con- 
sumers by requiring manufacturers of food additivies and food 
processors to pretest any potentially unsafe substances which are to 
be added to food; and (2) to advance food technology by permitting 
the use of food additives at safe levels. 

S. 3694—Indian sanitation facilities 

The bill would amend the act of August 5, 1954 (68 Stat..674), which 
transferred to the Public Health Service, effective July 1, 1955, all 
functions, responsibilities, authorities, and duties of the Department 
of the Interior relating to the maintenance and operation of hospital 
and health facilities for Indians and the conservation of the health of 
Indians. S. 3694 would clarify the functions and authority of the 
Public Health Service under this act with respect to the provision of 
sanitation facilities and services. 


H. R. 2445—To regulate the interstate transportation of lobsters 

This legislation, as reported, would impose a minimum size on 
lobsters which may be shipped in interstate commerce or imported 
into the United States from foreign countries. The bill was designed 
to assist lobster fishermen in meeting unfair foreign competition and 
to assist the various States in enforcing their own laws relating to 
lobster fishing. 


BUREAU OF STANDARDS, STANDARDIZATION OF WEIGHTS AND 
MEASURES, METRIC SYSTEM 


heen Der £0 GOMMIDEELOS.. .. x «ook Si ols wo a nee etaeee 16 





Reported, passed, and now public law__.___.......--.---.-..--------- 
Reported, tabled by House, Senate bill passed in lieu. --...........----. 
Tabled by committee, other chamber bill reported__.._..__..-..-._..._- 
a ei eal rk Saag i Pits ets age aad aerate 
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WOO bo bo 


SECOND SESSION 


H. R. 11257—National Science Foundation—Delegation of authority 


The principal purpose of the bill, as amended, is to promote greater 
efficiency in the operation of the National Science Foundation by 
authorizing the National Science Board to delegate specific authority 
to its Executive Committee and to the Director to approve grants or 
contracts between meetings of the Board. 
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S. 2114—Amending the Organic Act of the National Bureau of Standards 

The bill would authorize the National Bureau of Standards to re- 
quest appropriations for the acquisition of land for field sites to be 
used in connection with its radio propagation research programs. The 
Bureau would have to make specific request for appropriations for such 
purchases. The bill would increase the present limitation from $25,000 
to $40,000 on the construction of any new building or other facilities 
without having to obtain specific appropriation therefor. It also pro- 
vides for other changes of a technical and minor nature. 


S. 4089—Grants for support of scientific research 

The purpose of this bill is to authorize those Federal Government 
departments and agencies authorized to enter into contracts for basic 
scientific research at institutions of higher education, or at nonprofit 
organizations whose primary purpose is the conduct of scientific 
research, to (1) make grants for the support of such research; and 
(2) vest in such institutions or organizations, without further obli- 
gation to the Government, title to equipment purchased with such 
grant or contract funds. 
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1 Of these, 8 have become public law. 


In the following description of the status of bills referred, action taken during 
the second session is indicated by the use of the year (1958). Otherwise the data 


given are for the first session, or 1957. 
Reported by the committee—now public law (33): 


H. R. 3625—Motor carrier securities. Introduced (Harris) January 24. 
Hearings, Harris subcommittee, April 30. Reported (Harris) May 7, No. 
391. Passed House May 20. Passed Senate, amended, August 5. House 


agrees August 28. Approved September 7, Public Law 85-309. 


H. R. 3775—Solicitation of assents to modification or alteration, railroad re- 
organizations. Introduced (Harris) January 28. Hearings, Harris sub- 
committee, April 30. Reported (Harris) May 13, No. 440. Passed House 
June 3. ,Passed Senate August 8. Approved August 16, Public Law 


85-150. 


H. R. 4511—Nonnavigability, Back Cove, Main. Introduced (Hale) 
February 6. Reported (Harris) May 6, No. 388. Passed House May 20. 


Passed Senate August 5. Approved August 13, Public Law 85-126. 


H. R. 4520—Certification of Alaska air carriers. Introduced (O’ Hara) 
February 6. Hearings, Harris subcommittee, May 3. Reported (Harris) 
June 24, No. 610. Passed House July 11. Passed Senate August 10. 


Approved August 26, Public Law 85-166. 


H. R. 5953—Indian sewer water facilities. Introduced (Baring) March 13. 
Hearings, Williams subcommittee, April 10. Reported (Williams) June 13 
No. 554. Passed House July 1. Passed Senate August 5. Approved 


August 14, Public Law 85-137. 
22 
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H. R. 6456—Reexportation condemned foods and drugs. Introduced (Dol- 
linger) March 28. Hearings, Williams subcommittee, July 29. Reported 
(Williams) July 30, No. 933. Passed House A t 5. Passed Senate 
August 20. Approved August 31, Public Law 85-250. 

H. R. 8053—Indian hospitals. Introduced (Anderson, Montana) June 11. 
Reported (Williams) Suse 17, No. 574. Passed House July 1. Passed 
Senate August 5.. Approved A t 16, Public Law 85-151. 

H. R. 9023—Indian hospital, New Mexico. Introduced (Dempsey) August 1. 
Hearings, Williams subcommittee, August 12. Reported (Williams) 
August 13, No. 1052. Passed House August 14. P: Senate, amended, 
August 20. Conference report filed aan 27, No. 1237. Adopted by 
House and Senate August 23. Approved August 31, Public Law 85-249. 

8. 937—-Railroad rates, circuitious routes. Referred to committee May 23. 
Reported (Harris) June 19, No. 577. Passed House July 1. Approved 
July 11, Public Law 85-99. 

S. 943—Motor contract carrier rates. Referred to committee July 5. Re- 
ported (Harris) July 29, No. 895. Passed House August 5. Approved 
August 13, Public Law 85-124. 

S. 1856—Air Modernization Board. Referred to committee June 28. Re- 

rted (Harris) July 19, No. 836. Passed House, amended, July 31. 
Renate agrees to amendments August 8. Approved August 14, Public 
Law 85-133. 

8S. 1383—Freight forwarder permits. Referred to committee July 5. Re- 
ported (Harris) July 25, No. 880. Passed House August 14. Approved 
August 28, Public Law 85-176. 

S. 1492—Penalties for safety violations. Referred to committee May 9. 
Reported (Harris) July 25, No. 877. Passed House August 5. Approved 
August 14, Public Law 85-125. 

H. R. 5822—Air carriers reinvestment of capital gains. Introduced (Harris) 
March 11. Hearings Harris subcommittee July 17,18. Reported (Harris) 

No. 980, August 2, Passed House August 14. Passed Senate, amended, 
February 20, 1958. Conference report filed Mareh 25, 1958, No. 1548. 
Senate adopts March 20, 1958. House adopts March 28, 1958. Approved 
April 9, 1958, Public Law 85~373. 

. 1866—Alaska, airports, leases on. Referred to committee June 6. Hear- 
ings April 16, 1958, Harris subcommittee. Reported (Harris) June 23, 
1958, No. 1943. Passed House June 26, 1958. Approved July 3, 1958, 
Public Law 85-503. 

S. 3500—Auto price labeling. Referred to committee May 15, 1958. Hear- 

ings, Mack subcommittee, May 28, 1958. Reported (Mack, Illinois) June 
24, 1958, No. 1958. Passed House June 26, 1958. Approved July 7, 1958, 
Publie Law 85-506. 

. 86—Weather modification. Referred to committee August 6. Reported 
(Rhodes of Pennsylvania) May 7, 1958, No. 1695. Passed House, amended 
June 19, 1958. Senate agrees to House amendments July 1, 1958. Ap- 
proved July 11, 1958, Public Law 85-510. 

H. R. 12311—District of Columbia Airport. Introduced (Harris) May 1, 
1958. Reported (Harris) June 16, 1958, No. 1886. Passed House June 
19, 1958. Passed Senate July 1, 1958. Approved July 11, 1958, Public 
Law 85-511. 

H. R. 11414—Publie Health Act grants in aid to schools, public health. 
Introduced (Rhodes, Pennsylvania) March 13, 1958. Hearings, Williams 
subcommittee, January 29, 30, 1958 (on prior bill H. R. 6771). Reported 
(Williams, Mississippi) April 2, 1958, No. 1593. Passed House, amended 
May 5, 1958. Reported in Senate July 3, 1958, No. 1797. Passed Senate 
July 10, 1958. Approved July 22, 1958, Public Law 85-544. 

H. R. 12694—Hospital construction loans. Introduced (Williams, Missis- 
sippi) June 24, 1958. Hearings, Williams subcommittee, May 5, 6, 7, 8, 
1958 (on H. R. 6833). Passed House June 26, 1958 (suspension of rules). 
Passed Senate July 21, 1958 (S. Rept. 1846). Approved August 1, 1958, 
Public Law 85-589. 

H. R. 12850—Switchblade knives in interstate commerce. Introduced 
(Mack, Illinois) June 9, 1958. Hearings Mack subcommittee April 17, 
1958. Reported (Mack) June 23, 1958, No. 1945. Passed House June 
26, 1958. Passed Senate July 31, 1958 (S. Rept. 1980). Approved 
August 12, 1958, Public Law 85-623. 


TR 
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H. R. 12628—3-year extension, Hospital Survey and Construction Act. 
Introduced (Williams, Mississippi), May 22, 1958. Hearings May 5, 6, 
7, 8, 1958. Reported (Williams) June 24, No. 1952. Passed House June 
26, 1958 (suspension of rules). Reported Senate July 17, 1958, No. 1847. 
Passed Senate, amended, July 21, 1958. House agrees August 1, 1958. 
Approved August 14, 1958, Public Law 85-664. 

H. J. Res. 221—Approval of State compacts for highway safety. Introduced 
(Beamer) February 5. Hearings (Roberts subcommittee) March 10, 1958. 
Reported (Roberts) June 26, 1958, No. 2037. . Passed Howse June 30, 
1958. Passed Senate August 11, 1958 (8. Rept. 2207). Approved August 
20, 1958, Public Law 85-684. 

S$. 3880—Federal Aviation Agency. Referred to committee July 15, 1958. 
Hearings (Harris subcommittee) June 22, 1958, on H. R. 12616. Reported 
(Harris) August 2, 1958, amended, No. 2360. Passed House, amended, 
August 4, 1958. Conference Report No. 2556, August 12, 1958. House 
agrees August 13, 1958. Senate agrees, approved August 23, 1958, Public 
Law 85-726. 

$8. 375—ICC motor mortgage lien recording. Referred to committee August 
6. Reported (Harris) August 2, 1958, No. 2354. Passed House, amended, 
August 4, 1958. Passed Senate, amended, August 6, 1958. House agrees 
to Senate amendments to House amendments August 12, 1958. Approved 
August 23, 1958, Public Law 85~—728. 

H. R. 12876—Health research facilities extension (medical, dental, and public 
health). Introduced (Roberts), June 10, 1958. Hearings on similar legis- 
lation, Williams subcommittee April 22, 23, 29, 1958. eported (Harris) 
July 30, 1958, No. 2315. Passed House, amended, August 5, 1958. Passed 
Senate August 18, 1958. Approved August 27, 1958, Public Law 85-777. 

H. R. 8543—Noncitizen aircraft radio licenses. Introduced (Mack, Illinois) 
July 5. Hearings, Harris subcommittee April 18, 1958. Reported (Mack) 
June 16, 1958, No. 1885. Passed House June 26, 1958. nate Report 
No. 2338. Passed Senate August 14, 1958, amended. House agrees 
August 15, 1958. Approved August 28, 1958, Public Law 85-817. 

H. R. 10045—Sale land, Burke Airport, Va. Introduced (Broyhill) January 
16, 1958. Hearings, Harris subcommittee, April 1, 1958. Reported 
(Roberts) June 24, 1958, No. 1955. Passed House, amended, August 5, 
1958. Passed Senate August 14, 1958 (S. Rept. 2345). Approved August 
28, 1958, Public Law 85-825. 

H. R. 11668—Transfer of funds, Trading With the Enemy Act. Introduced 
(MeCormack) March 26, 1958. Hearings ,Mack subcommittee, March 13, 
1958, on H. R. 10327. Reported (Mack) April 1, 1958, No. 1590. Passed 
House April 21, 1958. Passed Senate, amended, August 15, 1958 (8. Rept. 
No. 2184). House agrees to Senate amendment August 20, 1958. Ap- 
proved September 2, 1958, Public Law 85—884. 

H. R. 469—Textile Fiber Products Identification Act (misbranding). In- 
troduced (Smith of Mississippi), January 3. Hearings, Mack subcom- 
mittee April 4, 5, 11, 12, 29. Reported, amended, August 5 (Mack of 
Illinois) No. 986. Passed House August 14. Passed Senate, amended, 
August 18, 1958 (S. Rept. 1658). Conference report August 22, 1958. 
(H. Rept. 2695). House adopts August 22, 1958. Senate adopts August 
22, 1958. Approved September 2, 1958, Public Law 85—897. 

8. 2114—Field sites, National Bureau of Standards. Referred to committee 
March 4, 1958. Reported (Williams, Mississippi) August 15, 1958, No. 
2635. Passed House August 22, 1958. Approved September 2, 1958, 
Public Law 85-890. 

H. R. 13254—Food additives. Introduced (Williams, Mississippi) July 1, 
1958. Hearings Williams subcommittee on similar legislation, July 15. 
Reported (Williams, Mississippi) July 28, 1958, No. 2284. Passed House, 
amended, August 13, 1958. Passed Senate, amended, August 23, 1958. 
House agrees August 23, 1958. Approved September 6, 1958, Public Law 
85-929. 

S. 4039—Scientific research grants. Referred to committee August 5, 1958. 
Reported (Williams, Mississippi) August 15, 1958, No. 2640. Passed 
House, amended, August 22, 1958. Senate agrees August 22, 1958. 
Approved September 6, 1958, Public Law 85-934. 

Reported by committee, tabled by House for Senate bill passed in lieu (9): 

H. R. 3233—Government rates. Introduced (Harris) January 17. Hear- 
ings, Harris subcommittee, April 2. Reported (Harris) July 1, No. 677. 
Tabled by House July 30, for 8. 939, amended, in lieu. Conference report 
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filed August 14, No. 1171. Adopted by House, August 19. Adopted by 
Senate, August 22. Approved 31, Public Law 246. 

H. R. 5328— Motor carrier Medals of Honor. Introduced (Harris) February 
26. Hearings, Harris subcommittee, March 28. Reported (Harris) May 
7, No. 392. Tabled by House, May 20, for 8. 1463, amended, in lieu, 
8S. 1463. Senate agrees to House amendments, May 22. Approved June 
13, Public Law 85-50. 

H. R. 7993—Guaranty of loans to air carriers. Introduced (Harris) June 7. 
Hearings, Harris subcommittee, July 17. Reported (Rogers) Au 2, 
No. 981. Tabled by House, August 19, for 8S. 2229, passed, amended, in 
lieu. Conference report August 21, No. 1219. Adopted by House and 
Senate, August 23. Approved September 7, Public Law 307. 

H. R. 8825—Definition of motor contract carrier. Introduced (Harris) 
July 19. Hearings, Harris subcommittee, July 23. Reported (Harris) 
August 2, No. 970. . Tabled by House August 14, for 8. 1384, passed in 
lieu, 8. 1384. Approved August 22, Public Law 85-163. 

H. R. 5124—ICC, Safety Appliance Act of 1958 (railroad brakes, rules and 
regulations). Introduced (Harris) February 20. Hearings, Harris sub- 
committee, March 28-29, April 1-12. Reported (Staggers), No. 1205, 
August 20 (S. 1386, substituting text of H. R. 5124; passed House, 
amended, April 2, 1958). Senate agrees to House amendment April 3, 
1958. Approved: April 11, 1958, Public Law 85-375. 

H. R. 12832—Transportation Act of 1958. Introduced (Harris) June 5, 
1958. Reported (Harris) June 18, 1958. Tabled by House, June 27, 1958, 
for 8S. 3778, amended, passed in lieu. Conference report, July 24, 1958, 
No. 2274. Adopted by House and Senate, July 30, 1958. Approved 
August 12, 1958, Public Law 85-625. 

H. R. 8742—Statute of limitations on overcharges and undercharges. Intro- 
duced (Flynt) July 16, 1957. Hearings, Harris subcommittee, April 30, 
May 1, 1958. Reported (Flynt) August 1, 1958, No. 2346. Tabled by 
House, August 5, 1958, for 8S. 377, amended, passed in lieu. Senate 
agrees to House amendments: August 12, 1958. Approved: August 26, 
1958, Public Law 85-762. 

H. R. 7166—Railroad Retirement and Unemployment Insurance Acts, tec!:- 
nical amendments. Introduced (Harris) May 2. Reported (Harris) 
August 15, 1958, No. 2641. Tabled by House, August 23, 1958, for S. 
2620, passed in lieu. Approved September 6, 1958, Public Law 85-927. 

H. R. 11257—National Science Foundation, internal operating changes. In- 
troduced (Harris) March i0, 1958. Hearings, Williams subcommittee 
May 13-16, 1958. Reported (Harris), August 15, 1958, No. 2642. Tabl 
by House, August 20, 1958, for 8. 3268, passed, amended, in lieu (Senate 
took no further action). 

Reported, passed, and vetoed (1): 

8. 3502—Federal Airport Act, Extension. Referred to committee May 15, 
1958. Hearings, Harris subcommittee, July 22, 23, 1958. Reported 
(Harris), No. 2539, August 11, 1958. Passed House, amended, August 
18, 1958. Senate agrees August 19, 1958. Vetoed September 2. 1958. 

Reported by committee, passed by House (4): 

H. R. 5384—Concellation of through rail routes. Introduced (Harris) 
February 27. Hearings, Harris subcommittee, April 2. Reported (Harris) 
July 25, No. 878. Passed House August 19. 

H. Con. Res. 216—Gratitude of Congress and American people, Dr. T. D. 
Spies. Introduced (Rayburn) July 22. Passed House July 23. 

H. R. 9521—Redefinition chemical preservative. Introduced (Haley) 
August 29. Hearings, Williams subeommittee, April 21, 24, 1958. Re- 
ported (Williams, Mississippi), July 7, 1958, No. 2119.’ Passed House, 
amended, August 20, 1958. 

H. R. 7757—Radio-telephone exemptions, small boats. Introduced (Hale) 
May 24, 1957. Hearings, Harris subcommittee, June 18, 1958. Reported 
(Harris) July 25, 1958, No. 2281. Passed House July 29, 1958. 

Reported by committee, on House Calendar (9): 

H. R. 8525—-Natural Gas Amendments of 1957. Introduced (Harris) July 
: as — bill for H. R. 6790 et al., see below. Reported (Harris) July 29, 
No. 837. 

H. R. 11234—Federal Trade Commission, unfair trade practices in meat 
commerce. Introduced (Celler) March 6, 1958. Hearings, Mack sub- 
committee (and Judiciary subcommittee), 4 days, June 1957—July 26, 1957. 
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Reported (Mack, Illinois), March 17, 1958, No. 1507. H. R. 9020, from 
Agricultural Committee, passed, August 12, 1958. 

5. 1380—Civil Aeronautics Act of 1938, civil penalties—security provisions. 
Referred to committee March 10, 1958. earings, Harris subcommittee, 
April 22, 1958. Reported (Harris) June 25, 1958, No. 1995. (Subject 
matter covered in 8. 3880). 

H. R. 2445—Interstate transportation of lobsters. Introduced (Hale) Jan- 
uary 10. Hearings, Williams subcommittee, March 29. Ordered reported, 
amended, August 14, 1958. Report No. 2652 (Harris), August 15, 1958. 

H. R. 4305—Ryan-Hemet airport, damages to. Introduced (Saund) Feb- 
ruary 4. Hearings, Harris subcommittee, April 16, 1958. Reported 
(Moss) August 22, 1958, No. 2693. 

H. R. 4353—Railroad retirement. Introduced (Harris) February 5. Hear- 
ings, Harris subcommittee, March 11, 14, 15, 19, 25, 26, and 27, 1957. 
Reported (Harris), No. 2562, August 12, 1958. 

S. 3694—-Indian sanitation facilities. Referred to committee July 25,1958. 
Reported (Williams, Mississippi) August 15, 1958, No. 2637. 

Senate Joint Resolution 106—Commission of radio frequencies. Referred 
to committee July 22, 1958. Reported (Harris) August 2, 1958, No. 2355. 


Tabled by committee for other Chamber bill reported (47): 





H. R. 971 (Van Zandt), H. R. 5663 (Harris)—Penalties for safety violations. 

aoe, Harris subcommittee, March 28. 8S. 1492 ordered reported 
uly 25. 

H. R. 2808 (Harris)—Long- and short-haul clause, circuitous routes. Hear- 
ings, Harris subcommittee, April 2. 8. 937 ordered reported June 12. 

H. R. 3774 (Harris)—Publication of motor contract carrier rates. Hearings, 
Harris subcommittee, April 2. 8. 948 ordered reported July 25. 

oe 4391 (Harris)—Freight forwarder permits. S. 1383 ordered reported 

uly 25. 

H. R. 6855 (Hiestand), H. R. 6872 (Harris), H. R. 6873 (Wolverton), H. R. 
6890 (Haskell)—Air Modernization Board. Hearings, Harris subcom- 
mittee, June 5. §. 1856 ordered reported July 10. 

S. 939—Government rates. Referred to committee June 6. H. R. 3233 
ordered reported June 13. 

8. 1386—Power train brakes. Referred to committee August 14. H. R. 
5124 ordered reported August 14. 

H. R. 4890 (Harris), H. R. 8333 (Harris)—Motor mortgage lien recording. 
Hearings, Harris subcommittee, April. 8. 375 ordered reported, August 1, 
1958. 

House Joint Resolution 381 (Bray)—Commission on radio frequencies. 
Senate Joint Resolution 106 ordered reported, August 1, 1958. 

H. R. 12177 (Udall), H. R. 13407 (Macdonald)—Educational television. 
Hearings, Harris subcommittee, July 15, 1958. 8S. 2119 ordered reported, 
August 13, 1958. 

H. R. 12616 (Harris), H. R. 12844 (Mrs. Church), H. R. 13019 (Bering), 
H. R. 13134 (Roosevelt), H. R. 13316 (Haskell)—Federal Aviation 
Agency. Hearings, Harris subcommittee, June 1958. 8S. 3880 ordered 
reported August 1, 1958. 

H. R. 6418 (Harris), 8. 1749—Civil penalties, aeronautics. Hearings, 
Harris subcommittee, April 22, 1958. 8. 3880 ordered reported, August 1, 
1958. 

H. R. 6312 (Harris), 5. 1718—Terms of Civil Aeronautics Board members. 
Hearings, Harris subcommittee, April 18, 1958. 8. 3880 ordered reported, 
August 1, 1958. 

H. R. 10488 (Harris), H. R. 10721 (Wolverton), S. 3016—-Certificates, dealers 
in aircraft. S. 3880 ordered reported, August 1, 1958. 

H. R. 5239 (Harris)—Civil penalties, aeronautics. Hearings, Harris sub- 
committee, April 22, 1958. 8S. 1380 ordered reported, June 13, 1958. 

H. R. 4916 (Harris)—Alaska airports. Hearings, Harris subcommittee, 
ane 16, 1958. 8S. 1366 ordered reported June 13, 1958. 

H. R. 10972 (McFall), H. R. 11091 (Dingell), H. R. 11566 (Tollefson), 
H. R. 11619 (Bennett, Michigan)-—Extension of Airport Act. Hearings, 
a subcommittee, July 22, 1958. 8S. 3502 ordered reported August 8, 
1 . 

H. R. 7737 (Harris)—Bureau of Standards sites. S. 2114 ordered reported, 
August 15, 1958. 

H. R. 13091 (Harris)—Scientific research grants. Hearings, Williams sub- 
committee, July 24, 1958. 8S. 4039 ordered reported, August 13, 1958. 
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H. R. 3631 a H. R. 5232 (Berry), H. R. 5954 (Berry), H. R. 5958 
(Engle), H. 9246 (Dixon)—Cloud and weather research. Hearings, 
oy 108k Gkbenemiea March 18, 1958. 8. 86 ordered reported March 
7, 195 

H. R. 12100 (Rhodes, ieee R. 12133 (Thomson, Wyoming), 
H. R. 12134 (Westland), H JR. 12462 (Harris) —Indian sanitation facilities. 
8. 4039 ordered reported, August 13, 1958. 

H. R. 672 (Hale), R. 5039 Berry) —Airport surface treatments. Hear- 
ings, Harris subcommittee, July 22, 1958. S. 3502 ordered reported 
August 8, 1958. 

Tabled by committee, subject matter covered see 

H. R. 237 (Ikard), H. R. 1007 (Williams), H. R. 3363 (Brooks, Louisiana), 
H. R. 6478 (Alger), H. R. 6790 (Harris), H. R. 6791 (O’Hara, Minnesota), 
H. R. 6813 (Macdonald), H. R. 7105 (8 ers), H. R. 7232 (Hiestand), 
H. R. 7827 (Alger), H. R. 8168 (Siler), H. R. 8526 (O’Hara, Minnesota)— 
Natural Gas Act amendments. Hearings, full committee, started May 7. 
H. R. 8525 ordered reported July 9. 

H. R. 2021 (Metcalf), H. R. 2380 (Anderson, Montana)—Indian hospitals. 
a Williams subcommittee, April 9. H. R. 8053 ordered reported 
une 13 

H. R. 5605 (Williams), H. R. 6524 (O’Brien, New York)—Textile labeling. 
Hearings, Mack subcommittee, April 4. H. R. 469 ordered reported 
August 1. 

H. R. 5926 (Bartlett)—Alaska carrier certificates. Hearings, Harris sub- 
committee, May 5. H. R. 4520 ordered reported June 12. 

House Concurrent Resolution 218 (Huddleston)—Dr. Spies. House Con- 
current Resolution 216 passed House July 23. 

H. R. 7578 (Harris)—-New Mexico Indian hos a. me yee Williams sub- 


committee, August 12. H. R. 9023 ordered reported Au 
H. R. 5123 (H ee eee motor contract carriers. eR 8825 ordered 
ah re Ju 


. 8743 (Focesaten) 8S. 377—Statute of limitation of Government ship- 
‘me ng Hearings, Harris subcommittee, April 22, 1958. H. R. 8742 
ordered reported, July 29, 1958. 

H. R. 11527 (Harris), H. R. 5523 (Harris), H. R. 5524 (Wolverton), H. R. 
12488 (Byrne), H. R. 12671 (Michel), H. R. 12677 (Broyhill), H. R. 
12681 (Gray), H. R. 12843 (Mrs. Church), H. R. 12964 (Dillon), H. R. 
5521 (Harris), H. R. 5522 (Wolverton), H. R. 5823 (Harris), H. R. 5825 
(Harris)— Miscellaneous transportation bills. Hearings, Harris subcom- 
eeeen April 1957, April-June 1958. H. R. 12832 ordered reported, 

une 12, 1958. 

H. R. 6886 (Engle)—Noncitizen radio operators. Hearings, Harris subcom- 
mittee, April 1958. H. R. 8543 ordered reported, June 13, 1958. 

H. R. 11629 (Miller, Maryland), H. R. 11693 (Lankford)—-Small boat radio- 
telephone exemption. Hearings, Harris subcommittee, June 1958. H. R. 
7757 ordered reported, June 18, 1958. 

H. R. 6771 (Rhodes, Pennsylvania)—Training health service personnel. 
Hearings, Williams subcommittee, January 29, 1958. H. R. 11414 ordered 
reported March 27, 1958. 

H. R. 7741 (Knutson)—Extension hospital construction. Hearings, Williams 
subcommittee, ew 1958. H. R. 12628 ordered reported, June 19, 1958. 

H. R. 1979 (Poage); H R. 6329 (Riley), H. R. 6833 (Harris), H. R. 7575 
(Watts)—Loans for hospital construction. Hearings, Williams subcom- 
mittee, May 5, 1958. . R. 12694 ordered napreenes June 19, 1958. 

H. R. 6874 (Harris), H. R. 6875 (Wolverton), H. R. 7841 (Fogarty), H. R. 
11913 (Roberts), H. R. 12875 (Williams, Mississippi) — Medical research 
facilities. Hearings, Williams subcommittee April 22, 1958. H. R. 
12876 ordered reported, July 29, 1958. 

H. R. 366 (O’Hara), H. R. 6747 (Harris), H. R. 7700 (Fulton), H. R. 7798 
(Delaney), H. R. 7938 (Mrs. Sullivan), H. R. 8112 (Miller, Nebraska), 
H. R. 8390 (Harris), H. R. 8629 (Wolverton), H. R. 10404 (Williams, 
Mississippi), H. R. 12784 (Osmers)—Pretesting of food additives. Hear- 
ings, Williams subcommittee, April 15, 1958. H. R. 13254 ordered 
reported, July 25, 1958. 

H. R. 2464 (MelIntire), H. R. 3023 (Coffin)}——Definition of lobsters. H. R. 
2445 ordered reported, August 8, 1958. 





28 





COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


H. R. 4956 (Teller), H. R. 7258 (Yates), H. R. 9820 (Delaney), H. R. 10618 
(Mrs. Kelly, New York), H. R. 11289 (Addonizio), H. R. 13084 (Broom- 
field)—-Switchblade knives. Hearings, Mack subcommittee, April 17, 1958. 
H. R. 12850 ordered reported, June 19, oor 

H. R. 5282 (Celler), H. R. 5283 (Dixon), H. 5454 (Berry), H. R. 7764 
(Evins), H. R. 7796 (Bentley), H. R. 8487 ‘(Wixon), H. R. 10200 (Evins), 
H. R. 11233 (Mack, Illinois)— Meat processing. Hearings initiated June 5. 
H. R. 11234 ordered reported, “Mareh 11, 1958 

H. R. 1016 (Younger), H. R. 4204 di pan} xkdncaiedehathidon claims. 
Tabled July 29 as other bill passed House. 

H. R. 10327 (MceCormack)—Return of property. Hearings, Mack subcom- 
mittee, March 13, 1958. H. R. 11668 ordered reported, March 27, 1958. 

Railroad retirement, 79 bills; railroad unemployment insurance, 6 bills. 
Tabled August 7, 1958, for H. R. 4353 ordered reported. 


Tabled (3): 


H. R. 5662 (Harris)—Motor-water temporary permits. Tabled June 20. 
H. R. 7830 (Dollinger)—Return of religious property. Hearings, Mack 
subcommittee, March 13, 1958. Tabled July 3, 1958. 


H. R. 12294 (Dollinger)—Return of religious property. 


Et a a ff 
PPR PPPPRPP PPE 


1958. 
Superseded by sponsor’s reintroduced bill (14): 


R. 


R. 
. 7798 (Delaney)—Food additives. 

. 4353 (Harris)—Railroad retirement. 
R. 
. 4742 (Becker)—War claims. 

. 7938 (Mrs. Sullivan)—Food additives. 
. 7258 (Yates)—Switchblade knives. 


Tabled July 30, 


R. 504 by H. R. 1073 (Boggs) —Barbiturates. 
R. 3117 by H. 
3118 by H. 
4014 by H. 
4101 by H. 
4102 by H. 
4185 by H. 
4432 by H. 
2849 by H. 
4013 by H. 
. 6750 by H. 
. 6795 by H. 
. 5416 by H. 
. 7318 by H. 


3420 (Van Zandt)—Railroad retirement. 
3421 (Van Zandt)—Railroad retirement. 


4354 (Wolverton)—Railroad retirement. 


9820 (Delaney)—Switchblade knives. 


. 7794 (Johnson)— Milk processing. 
. 9286 (Marshall)—Milk processing. 
. 12804 (Roberts)—Driver training. 
. 9935 (Wainwright)—War claims. 


Hearings held, pending (81): 


H. R. 


H. R. 3626 (Harris)—Penalty per diem 


freight cars. 


182 (Gross), H. R. 3484 (Ford), H. R. 4564 (Clevenger)—Illuminated 


March 28. 


Hearings, Harris subcommittee, March 28. 
H. R. 369 (O’Hara, Minnesota) 
(Staggers), H. R. 7707 (Stagge rs) Standard and daylight time. 
Harris subcommittee, 
H. R. 1032 (Zelenko)—Safety appliances. 


, H. R. 370 (O’Hara, Minnesota), H. R. 5771 


Hearings, 
May l. 
Hearings, Harris subcommittee, 


Hearings, Harris subcommittee, 





May 1. 





Hearings, Harris sub- 
committee, May 1. 

H. R. 1066 (Boggs)— Motor through routes. 
April 2 

H. R. 5664 (Harris)—-Safety registration of exempt motor carriers. Hearings, 
Harris subcommittee, March 28. 

H. R. 5629 (Harris), 8. 1491—-Explosives Act amendment. 
subcommittee, March 28. 

H. R. 5331 (Harris), 8. 1461—Revocation of certificates. 
subcommittee, July 23. 

H. R. 5660 (Harris), 8S. 1459—Charter rights. . Hearings, Harris subcom- 
mittee, July 23. 

H. R. 503 (Byrnes, Wisconsin), H. R. 1073 (Boggs), H. R. 2498 (Sadlak) — 
Barbiturates. Hearings, Williams subcommittee, April 18. 

H. R. 8327 (Andrews)—Motor shipment routing. 
committee, March 12, 1958. 

H. R. 12804 (Roberts)—Driver training. 
June 17, 1958. 

H. R. 8703 (Harris)—Civil penalties, aeronautics. 
committee, April 22, 1958. 

S. 1474—Cargo line certificates. 
1958. 


Hearings, Harris subcommittee, 


Hearings, Harris 


Hearings, Harris 


Hearings, Harris sub- 
Hearings, Roberts subcommittee, 
Hearings, Harris sub- 


Hearings, Harris subcommittee, April 17, 
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H. R. 6706 (Bartlett), H. R. 9426 (Harris)—Alaska airports. Hearings, 
Harris subcommittee, April 16, 1958. 

H. R. 3103 (Siler)—Grants to public hospitals. Hearings, Williams sub- 
committee, May 5, 1958. 

H. R. 11054 (Reuss)—Transfer of PHS funds. Hearings, Williams subcom- 
mittee, May 5, 1958. 

H. R. 11826 (Coffin)—Rural treatment centers. Hearings, Williams sub- 
committee, May 5, 1958. 

H. R. 11839 (— )—Mental hosiptals. Hearings, Williams subcommittee, 
May 5, 1958. 

H. R. 7794 (Johnson), H. R. 9286 (Marshall)—Milk standards. Hearings, 
Williams subcommittee, March 18, 1958. 

H. R. 2450 (Holland), H. R. 4218 (Price), H. R. 9918 (Long), H. R. 10180 
(Sikes), H. R. 11950 (Teague, Texas), science and research scholarships, 
Hearings, Williams subcommittee, May 13, 1958. 

H. R. 10293 (Dawson, Illinois), H. R. 10456 (Price), H. R. 10464 (Van 
Zandt)—Science programs, National Science Foundation. Hearings, 
Williams subcommittee, May 13, 1958. 

H. R. 10527 (Harris), H. R. 10770 (Tollefson), H. R. 10847 (Pelly), H. R. 
11048 (Miller, California), H. R. 11216 (Friedel), H. R. 11264 (Mac- 
donald), H. R. 12786 (Macdonald), H. R. 12785 (Dollinger)—Distribution 
of merchandise. Hearings, Mack subcommittee, April 29, 1958. 

H. R. 3980 (Hoffman)—Benton Harbor navigability. Hearings, Harris 
subcommittee, May 15, 1958. 

H. R. 9368 (Schenck)—Automotive exhaust. Hearings, Roberts subcom- 
mittee, March 17, 1958. 

H. R. 7353 (Devereux), H. R. 7358 (O’Brien, New York), H. R. 7359 
(O’Brien, New York), H. R. 11142 (O’Brien, New York)—War claims. 
Hearings, Mack subcommittee, April 16, 1958. 

War Claims and Trading With Enemy Act, 26 bills. Hearings, Mack sub- 
committee, August 1957. 

O 
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LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 
CommiTTEE ON Post Orrice anp Crvin Service, 
Washington, D. C., November 17, 1958, 
Hon. Raupn R. Roserts, 
Clerk of the House of Representatives, 
Washington, D. C. 

Dear Mr. Roserrts: I submit herewith a report entitled “Legis- 
lative Control of Federal Positions and Salaries’ to be printed as a 
House report. 

This is a report of the Committee on Post Office and Civil Service 
and has the approval of the full committee. 

Sincerely yours, 


Tom Murray, Chairman. 
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Hovust or REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION OF THE 
ComMITTEE ON Post Orrice AND Crvit SERVICE, 
November 8, 1958. 
Hon. Tom Murray, 
Chairman, House Committee on Post Office and Civil Service, 
House of Representatives. 


Dear Mr. CuarrMan: At your request, our Manpower Utilization 
Subcommittee has carefully reviewed the changing grade structure 
of the classified employees in the executive branch of the Federal 
Government and herewith presents a report on the findings and 
recommendations. 

The report shows that the Classification Act’s entire compensation 
structure in recent years has been rewritten and revised upward by 
administrative action. This has resulted in an estimated increase in 
our payroll of about $1% billion a year. 

In 1942 we had 11,000 classified employees in grades GS-13 and 
above. Today we have 56,000. Yet there are about the same 
number of classified employees now as in 1942. This a 500 percent 
increase in 16 years. At the low end of our grade structure the 
reverse has taken place. The number of personnel in grades GS-1 
and 2 has dropped since 1942 from 420,000 to 59,000. 

Counting supergrades (GS-16, 17, and 18) and engineering and 
scientific positions paying up to $19,000 a year, as well as Presiden- 
tial appointees, the increase of “top-level”? Federal jobs has been 
great. The number of these jobs increased from 1,500 in 1950 to 
more than 4,500 today. 

Our subcommittee hearings last June on supergrade requirements 
pointed up the fact that the departments and agencies were asking 
for additional supergrades (GS-16, 17, and 18) not so much to improve 
efficiency of operations but to rectify grade level problems brought on 
by the departments and agencies themselves. 

We recognize that there are instances of justified promotions and 
upgradings due to the effects of the electronic age and new or ex- 
panded programs authorized by Congress. However, this large 
increase in the number of high-level positions and the general up- 
— that has taken place are disproportionate and largely cannot 
ve fully justified. 

This report points up the fact that there are many different factors 
creating this inflationary spiral in our grade structure, most of them 
are well within the authority of department and agency heads to 
control. Reorganizations, frequent revisions in job standards, inade- 
quate appraisal of job sheet specifications, the increase in supergrades 
and other top-level jobs, plus the human element to grow, all have 
had inflationary effects. 


¥ 
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There has been created built-in incentive for departments and 
agencies to interpret every new congressional action as an opportunity 
for more personnel. With this additional personnel apparently there 
is an almost automatic revision of grades upward. 

Our subcommittee has not always been impressed by the effort and 
enthusiasm of agencies to attempt to absorb more work or new pro- 
grams with the existing staffs. Too frequently such manpower 
utilization factors as the following have been missing: Evaluation of 

rocedures and of jobs to increase unit production, determination of 
ess essential or nonexisting functions, and abolition of overlap and 
duplication. All this means our Federal payroll now at $1 billion 
a — is attributable both to number of employees and to higher 
grades. 

The excesses and abuses in the creation of jobs, especially top level, 
would have been even greater had it not been for the study and 
surveillance of the employment and grade structure. However, the 
efficient use of cur manpower must be a matter of concern for all 
officials of our Government. Therefore, we call upon these respon- 
sible officials to exercise more vigorous and objective control of the 
number of jobs in the Federal Government and to put a stop to any 
a upgrading of jobs. 

will appreciate it if you will take the necessary steps to have this 
report made a House document of the 85th Congress. 
Sincerely yours, 
James C. Davis, Chairman. 
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LEGISLATIVE CONTROL OF FEDERAL POSITIONS AND 
SALARIES 


INTRODUCTION 


By tradition and statutory authority the House Committee on 
Post Office and Civil Service has been responsible to the Members of 
Congress for reviewing controls on Federal positions and salaries in 
the executive departments and agencies. In compliance with these 
mandates, the committee has initiated studies and outlined programs 
which stress the importance of pt personnel management and has 
always been ready to assist (and in many cases has assisted) depart- 
ments and agencies to obtain more effective utilization of manpower. 

It is and nas been the strong feeling of this committee that a well- 
organized program for personnel m ment in each agency and 
department, with strong leadership by the Civil Service Commission 
and the Bureau of the Budget, can effectively perform the assigned 
tasks without spiraling employment and more bureaucracy. « How- 
ever, the lack of an effective and systematic management control of 
pres ar results in an ever emir total number of Government 
employees and their movement upward into higher pay levels. These 
can be deterrents to the best efforts of Congress as well as to the 
efficient operations of our departments and agencies. 

The testimony of witnesses before this committee and the results 
of our studies have led us to conclude that all executive departments 
and agencies have not been completely effective in ing out the 
mandates of the Congress. The executive departments and agencies 
have reported to this committee time and time again that they are 
reviewing positions, abolishing those found to be unnecessary, and 
making appropriate adjustments in those which are essential. 


SUMMARY OF FINDINGS AND RECOMMENDATIONS 


1. The committee has found that, if this indeed is being done as 
reported, it has been largely ineffectual so far as concerns an adequate 
control to prevent unlimited and continuing administrative promotions 
and upgradings. The record shows that in effect the entire compen- 
sation structure of the Classification Act of 1949 has been rewritten 
and revised upward by administrative action. The history of opera- 
tions under the act—particularly since the creation of supergrade 
positions in 1949—has been one of constant upgrading, increases in 
the ratio of supervisors to total employment, and gradual diminu- 
tion—to the point of virtual extinction—of the number of filled posi- 
tions in the two lowest grades of the general schedule. 

Between June 1956 and June 1958, the Federal departments and 
agencies increased by 34 percent the number of personnel in grades 
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GS-15 through GS-18. During the same time the number of Gov- 
ernment employees in grades 1 and 2 decreased from 87,000 to 59,000, 
a decline of 32 percent. 

Further, between June 30, 1942, and June 30, 1958, the average pay 
of a Federal civilian employee increased by 153.3 percent or from 
$2,175 to $5,510. This is an actual increase of $3,335 over 1942. 
Statutory pay raises have accounted for only a 95 percent increase 
in average salary. This means that to a large degree over one-third 
of the increase has been due to administrative promotions and up- 
gradings, which represent an increase in payroll cost of $1.2 billion a 

ear. 

. The committee recognizes that there are instances of justified pro- 
motions and upgradings because of new or expanded programs and 
activities authorized by the Congress. At the same time, in the face 
of the record it must os concluded that the tremendous increases in 
the number of higher-level positions and the general upgrading that 
has taken place are entirely disproportionate and largely cannot be 
justified on the basis of new and expanded programs. 

2. In the judgment of this committee, excesses and abuses in the 
creation of high level positions and in appointments thereto would 
have been even greater than they have been, but for the committee 
studies and surveillance and the enactment by Congress of legislation 
Sea scrutiny such as that provided for by section 1310 (d) of 
Public Law 253, 82d Congress. The constant tendency and inclina- 
tion to seek ever-higher levels for positions in the executive branch— 
all with the discretion of appointing officials—is exemplified by the 
official requests in the 85th Congress to authorize the executive branch 
to create and fill an unlimited number of supergrade positions. 

From 400 supergrade positions authorized by the Congress in 1949 
the executive agencies now have 2,027 supergrade positions and 532 
specially authorized scientific and engineering positions paying up to 
$19,000 per year (Public Law 313, 8ist Cong., as <cunihed The 
increase in the number of top-level positions authorized by the Con- 
gress seems to stimulate the volume of requests by the Federal agencies 
for even greater numbers of such positions. 

3. Officials of executive agencies have testified to the committee that 
one of the most significant reasons for more supergrades is to relieve 
the classification squeeze in the GS-14 and GS-15 grades. The com- 
mittee concludes that the GS-16, GS-17, and GS-18 positions appar- 
ently are needed, not so much to improve efficiency of agency opera- 
tions, but to rectify grade level problems brought on by the agencies 
themselves. 

In the light of the record disclosed by the committee studies, any 
request for executive authority which will lead to further increases in 
higher levei positions will be very carefully scrutinized. Responsible 
officials will be required to completely justify such requests, to stipu- 
late exactly bow the authority will be used if granted, and to adhere 
without variation to such stipulation—if the requests are approved. 

4. The committee also calls upon responsible officials in the executive 
branch to exercise more vigorous and objective control to put a stop to 
administrative upgradings that are not fully justified—whether or not 
additional supergrade position authority is granted by the Congress. 
Authority and responsibility with respect to the creation and filling of 

ositions in grades GS-13 and above should be placed at an official 
val high enough to insure that the decision reached will be completely 
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independent, objective, and free from any personal,or other improper 
influence. No such position should be created or filled in the absence 
of a clear demonstration that it will contribute materially to the 
efficient and economical conduct of a necessary part of a Federal pro- 
gram authorized by the Congress. This policy should be established 
by the head of each department or agency and carried out under direct 
an POPs supervision at or near the department or agency head 
evel. 

5. Department and agency heads also should review procedures to 
insure full compliance with the intent of the Congress in the enact- 
ment of the Classification Act of 1949 and amendments thereto, 
section 1310 of Public Law 253, 82d Congress, and other laws dealing 
with staffing, position levels, and compensation. 

6. The number of Federal positions excepted from the competitive 
service should bekeptataminimum. Thegradelevels of those positions 
which are exedueat’ such as positions in schedule C, should be kept 
subject to the determination of the Civil Service Commission in ac- 
cordance with the principles and standards provided by the Classifica- 
tion Act of 1949, as amended. Each applicant or prospective appointee 
to any such position must be required, prior to appointment to the 
position, to demonstrate that he meets appropriate minimum qualifi- 
cation standards established by the Commission in relationship to the 
level of duties and responsibilities of the position and the grade in 
which it is placed. 

7. Placement of all positions in supergrades should be subject to 
Civil Service Commission determination that the grades are justified, 
as provided by the Classification Act of 1949 for all other grades. 
Qualifications of incumbents ought to be subject, prior to any appoint- 
ment being made to a supergrade position, to appropriate standards 
of demonstrated ability, experience, education, and accomplishment 
established by the Commission. 

8. Today one of the most significant personnel administrative prob- 
lems facing the Federal Government is the obvious inflation that. is 
present throughout our classified-grade structure. Actions such as 
the frequent changing of job standards, the glib rewriting of position 
descriptions, and the availability of more and more supergrades, 
coupled with ineffective overall manpower management controls, have 
to a large degree created this inflationary cycle. This, at its worst, 
could be considered a serious avoidance of executive responsibility 
and, at its best, shows failure to carry out the mtent of the Congress 
as embodied in the Classification Act of 1949. The responsibility is 
not that of the Civil Service Commission alone. Equal responsibility 
rests on the officials and their staffs in all the departments and agen- 
cies of the Federal Government to abide by the rules and regulations 
of the civil-service system as embodied in the Classification Act and 
other laws of Congress. 








STUDY OF CHANGES IN DISTRIBUTION OF CLASSIFIED 
AND OTHER FEDERAL POSITIONS BY GRADE AND SAL- 
ARY LEVEL 

I. CoMMITTEE JURISDICTION 


Paragraph (1) (e) of Rule XI of the Rules of the House of Repre- 
sentatives, ae the powers and duties of the Committee on 
Post Office and Civil Service (Legislative Reorganization Act of 1946, 
60 Stat. 824), per e, in part, that there shall be referred to this 
committee “All proposed legislation, messages, petitions, memorials, 
and other matters relating to * * * 

“1. The Federal civil service generally. ars: 
“2. The status of officers and employees of the United States, 
including their compensation, classification, and retirement.” 

Section 136 of the Legislative Reorganization Act of 1946 is as 
follows: 

Src. 136. To assist the Congress in appraising the administration of the laws 
and in developing such amendments or related legislation as it may deem neces- 
sary, each standing committee of the Senate and the House of pe mh 
shall exercise continuous watchfulness of the execution by the administrative 
agencies concerned of any laws, the subject matter of which is within the jurisdic- 
tion of such committee; ant for that purpose, shall study all pertinent reports 


and data submitted to the Congress by the agencies in the executive branch of 
the Government. 


II. Committers Stupies aND INVESTIGATIONS 


In carrying out this mandate the Committee on Post Office and 
Civil Service has maintained close surveillance over matters relating 
to the Federal civil-service and Federal employment and salaries. 
The committee has conducted, on a continuing basis, studies and 
investigations of staffing, employment, and compensation in the 
executive branch. It has devoted particular attention to the estab- 
lishment and maintenance of appropriate controls to prevent unwar- 
ranted expansion and enlargement of the number of Federal employees 
and the amount of the Federal payroll. 

It is deemed appropriate at this time, in the light of the critical 
international situation and the tremendous additional burden that the 
public will be called on to bear in order to strengthen our national 
defense, that the committee report to the Congress on results of its 
studies and investigations of Federal employment and pay. Accord- 
ingly, this report sets forth in summary form pertinent factors, in- 
formation and evidence, and findings developed by the committee, in 
pursuance of the responsibility imposed on it by law, with respect to 
numerical and dollar increases in the Federal payroll, the causes 
thereof, and measures to provide needed controls thereover. 


4 


LEGISLATIVE CONTROL OF POSITIONS AND SALARIES 5 


Ill. Tas Wuirren AMENDMENT 


Based on experience in World War II and the immediate postwar 
eriod, the Congress took action, shortly after the beginning of the 
orean conflict, to counteract the influences which in past emergencies 
had resulted in wholesale expansion in the number of Federal jobs and 
their salary rates by the approval of an amendment that became 
section 1302 of Public Law 1052, 81st Congress, effective September 1, 
1950. This section required the Civil Service Commission, in making 
appointments, to “make full use of its authority to make temporary 
appointments in order to prevent increases in the number of per- 
sonnel” and contained certain other provisions having a braking effect 
on the too-rapid promotion of personnel. 

The rather general language of the statute not having fully served 
its purpose, the Congress took more positive action to establish a 
system of control on employment and rocketing salary rates by the 
approval of a further amendment that became section 1310 of Public 
Law 253, 82d Congress, effective upon approval November 1, 1951. 

Section 1310 (a) of Public Law 253 repeated and amplified the 
above provisions of Public Law 1052. 

Section 1310 (b), facilitating the transfer of employees from non- 
defense to defense activities, with reemployment rights, has been 
executed. 

Section 1310 (c) laid down specific rules and limitations to curtail 
ea rapid promotions of employees to higher grades and salary 
evels. 

Section 1310 (d) is directed to intensifying and improving the 

uality of, the classification review process for positions subject to 
the Classification Act of 1949, as amended, and for this purpose 
provides in part as follows: 

(d) From time to time, but at least annually, each executive de ment and 
agency shall (1) review all positions which since September 1, 1950, have been 
created or placed in a higher grade or level of difficulty and responsibility of work 
or in a higher basic pay level, (2) abolish all such positions which are found to be 
unnecessary, (3) with respect to such positions which are found to be necessary, 
make such adjustments as may be appeceaaes in the classification grades of those 
positions which are subject to the Classification Act of 1949, as amended, or in 
the basic pay levels of those positions which are subject to other pay-fixing 


authority. 

Section 1310 (d) further provides that each department and agency 
shall submit a report each year to the Post Office and Civil Service 
Committees and the Appropriation Committees of the Senate and 
House of Representatives concerning action taken thereunder, to- 
gether with information comparing (iy the total number of employees 
on the payroll and (2) the average salary and grade of positions, as of 
June 30 of such year and of the immediately preceding fiscal year. 

Section 1310 (a) met with immediate, concerted, and outspoken 
opposition ti:roughout the executive branch. The history of opera- 
tions under this subsection evidences administrative interpretation 
and application thereof in such a way as to cast it in the light of being 
an undesirable obstruction to Government personnel operations and 
in fact, unworkable. This attitude culminated in urgent official 
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recommendations for repeal, coupled with assertions that the legisla- 
tion was unworkable and was hamstringing personnel operations and 
interfering with important Government programs. No suggestions 
or recommendations were made for appropriate modifications which 
would continue the benefit of the basic controls while permitting 
needed baby ees In fact, the administrative position was to 
refuse to even discuss such modifications. United States Civil Service 
Commission representatives appeared before this committee in the 
83d Congress and officially recommended outright repeal. At the 
same time they presented the outline of a new career-conditional pro- 
gram which they indicated would accomplish the same general purpose 
through administrative action but ae be placed in effect sale after 
such outright repeal. 

The committee invited the author of section 1310, Hon. Jamie 
Whitten, to participate in its deliberations at that time, and he ap- 
peared and was examined in the matter together with the representa- 
tives of the Civil Service Commission. At the conclusion of these 
deliberations the committee unanimously rejected the Civil Service 
Commission recommendation for repeal, on the basis that tne controls 
established by the law in question are effective and wholly desirable 
in the public interest and, with comparatively minor modification, are 
not only workable but essential. These modifications were included 
in Public Law 763, 83d Congress, spelling out conditions for opera- 
tions under subsections (a) and (c) of section 1310 which permit 
ample latitude for effective application thereof without any adverse 
effect whatever on Government programs or personnel activities. It 
is to be noted that at.the conference on tne bill that became Public 
Law 763 the Commission’s career-conditional program was offered as 
a plan that could and would be placed into effect immediately upon 
enactment of the legislation. (See H. Rept. No. 2665, 83d Cong., to 
accompany H. R. 2263, at pp. 28-29.) This is the same plan which 
the Commission representatives earlier had indicated could be adopted 
only if section 1310 (a) were repealed outright. 


(A) “CEILING”? ON FEDERAL JOBS 


The committee reaffirms its judgment that this provision of law is 
a valuable and necessary part of the permanent laws of the United 
States dealing with Federal personnel, and that it has been an effective 
measure in preventing uncontrolled expansion in the number and 
salary rates of Federal jobs. It would appear that most departments 
and agencies of the Government would favor this more flexible form 
of personnel grade control than to have a “ceiling figure” set by law. 


(B) BRAKE ON EXCESSIVE PROMOTIONS 


The foregoing comment with respect to section 1310 (a) of Public 
Law 253 applies, as well, to the results achieved under section 1310 (c) 
of this law. Section 1310 (c) lays down specific rules and limitations 
to excessive promotions. There is perhaps no existing limitation 
affecting Federal employment and the Federal payroll which is needed 
more than the restrictions on too rapid promotions as contained in 
this subsection. 
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IV. Leaisuative Controits or FepreraAL Parrott NEEDED 


At the outset, it is to be recognized that if there is to be effective 
control it must be provided and thoroughly monitored by the Congress. 
Unremitting vigilance is required to resist and contain pressures to- 
ward an ever-larger number of bederal jobholders and an ever-higher 
level of Federal salaries. The history of governments demonstrates 
a strong disposition, on the part of those administering public pro- 
grams, to enlarge their numbers, their spheres of activity, and their 
compensation, coupled with resistance to any diminution or limitation 
thereof. 

(A) ““PANRKINSON’S LAW” 


This condition has been reduced to an economic formula known as 
“Parkinson’s law’! in a treatise by Cyril Northcote Parkinson. 
Although the studies from which ‘“Parkinson’s law” was developed 
were conducted on the British civil service, all evidence points to the 
fact that it is a law of universal application. This committee, on the 
basis of its studies and investigations, has found that “ Parkinson’s law” 
is operative in our Government. We have found no abatement— 
rather, there is and has been strong acceleration—in the pressures 
toward mushrooming public payrolls and in the resistance to legisla- 
tive controls. But, though existing, this “law” is not necessarily 
immutable. Its effect can be counteracted by proper legislative con- 
trols and vigorous legislative review of executive activities. This 
presents one of the gravest problems facing the Congress. 

The post-World War II period has provided an apt demonstration 
of the workings of ‘‘Parkinson’s law.”’ It has developed a hard core 
of self-generating Federal jobholders, with built-in resistance to legis- 
lative efforts to hold payrolls within reason. Increased employment 
and higher salaries brought about by past emergencies have left in 
their wake new plateaus for public iaiananl and salaries after the 
emergency no longer exists. These plateaus have been used as points 
of departure, or springboards, for more and more jobs and higher and 
higher salaries at public expense. This condition is aggravated each 
time there is a national emergency. It will occur, if not restrained, 
in the present emergency. ‘The tremendous “starting load” of gearing 
to space-age defense needs could provide the impetus for another 
upward surge in Government jobs and payrolls. 


(B) ANNUAL REVIEW OF HIGH LEVEL POSITIONS 


The executive departments and agencies, in submitting the reports 
required by section 1310 (d) of Public Law 253, have indicated that 
they are complying with its specific language. Some of these depart- 
ments and agencies report that the annual review has proved an 
effective tool in the economical operation of their organizations. 
Some have reported that they review all positions against this sub- 
section, although it requires only a review of positions placed in higher 
grades on or after September 1, 1950. It would be desirable to have 
all executive positions reviewed annually. 


1 See Parkinson’s Law and Other Studies in Administration (Houghton, Mifflin Co., Boston, 1957). 


H. Rept. 2706, 85-2—-—-2 
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But, notwithstanding compliance with the strict language of section 
1310 (d), the record indicates that the operating departments and 
agencies largely have missed the real point of this legislation. The 
earlier reports submitted showed that the mere facts of having to 
make the reviews and submit the reports to the Congress probably 
had some deterrent effect on rapidity of promotions and aperanee, of 
positions. After the novelty wore off, this trend in the right direction 
seems to have ceased and practice has reverted to the ‘‘onward and 
upward” movement in salary levels. 

The average salaries of employees in the departments and agencies 
once more showed an increase in the year ended June 30, 1958, as 
compared with the previous year. This continues the trend of the 
past. While this is attributable in part to in-grade salary inci eases, 
it is also due in part to promotions and upgrading. 


(Cc) INCREASES IN HIGH LEVEL POSITIONS 


The reports submitted under section 1310 (d) also indicate a con- 
tinuation of the trend throughout the executive branch constantly 
to increase the number of positions in grades GS-13 and above. 
Salary rates for these grades are as follows: 

Annual salary range 

$9, 890-$11, 090 
11, 355— 12, 555 
12, 770— 13, 970 
14, 190— 15, 150 
15, 375— 16, 335 


The number of positions in grades GS-13 and above at June 30, 
1957 (49,730), represents an increase of 14.3 percent over the number 
of such positions 1 year earlier. Notwithstanding this increase, in the 
fiscal year 1958 there was another increase of 6,250 top-grade posi- 
tions over 1957, or more than 12.5 percent. For fiscal 1958 the De- 
partment of Defense showed the largest increases, 3,253, followed by 
the Department of Commerce with 622, the Department of Agn- 
culture with 420, and the Treasury Department with 342. Ten 
agencies or offices showed decreases totaling 79 positions. Several 
showed no change. 

In 1942 there were 11,104 positions in grades GS—13, GS-14, and 
GS-15—the highest classified grades at that time. This represented 
1 such position for every 89 employees or 1.12 percent of the total 
Classification Act employment. On June 30, 1958, there were 1,207 
filled positions in grades GS-16, GS-17, and GS—18—the so-called 
supergrade positions created in 1949—and 54,764 positions in grades 
GS-13, GS-14, and GS-15. The total of 55,971 such positions in 
1958 represents 1 such position for approximately every 17 employees, 
or 5.8 percent of the total Classification Act employment (table I, 
appendix). This is an increase of 500 percent in such higher grade 

ositions during the 15-year period. 

The tabulation below shows for selected dates from 1939 to 1958 
(1) the number of employees in grades GS-13 and above or the 
equivalent grades, (2) the percentage of employees in. each such grade, 
(3) the ratio of employees in such grades to total Classification Act 
employment (supervisory ratio), and (4) the number of employees 
subject to the Classification Act. 
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1 | 
Year | seinptiiyles |Pebount Ratio Total em- Year | Employees |Percent} Ratio | Total em- 
| ployment ployment 
| } 
(1) (2) (3) (4) (1) (2) (3) (4) 
TINS teeiee dill 
1939- | 3, 903 16 | 50.9 | 234, 067 || 1949_.... 19, 269 2.6 37.0 719, 212 
1942__..- 11,104; 1.12 89.0 989, 069 || 1956____- 41, 407 4.5 21.7 908, 535 
1044 15, 250 | 1.4 69. 4 1, 059, 317 |} 1957_.... 50, 359 5.18 19.2 970, 973 
1946 17, 344 1.9 51.5 893, 543 || 1958__... 55, 971 5.8 17.1 962, 264 


The rapid increase in ratio of these high-grade positions to total 
employment since 1949 will be noted. 

The percentage of employees in the lowest 3 grades (CAF, CPC, 
SP, and GS) has decreased sharply during the past 15 years (table II, 
appendix). In 1942, 71.9 percent of the employees were in the lowest 
3 grades. In fiscal year 1958, 25.4 percent were in comparable 
grades. The following tabulation shows for selected dates from 1942 
to 1958 (1) the number of employees in the three lowest grades and 
(2) the percentage of employees in those grades. 











} 
| Employees | Percent of || | Employees | Percent of 
Year total | Year | total 
(1) (2) i (1) (2) 
i WiC CS BBs eee Priimce mryy we 
Sa it eatieinaces Uiesccpupiecaalle 712, 111 Tie OG ncincddtemadewshane | 281, 623 31.0 
ID chisods. Sey 631, 999 90.7 Beh iin .n J dben bie 273, 208 28.1 
TOR ee Sic La chcik eal 486, 567 S60 1h TOE aig ode gcse cbc} 244, 561 25.4 
WOU Seine chacgia causa! 362, 468 | £0.0 || | 





The trend in higher grade positions in the departments and agencies 
during the last fiscal year is shown in the tables of the appendix. 
These figures were requested by the committee in addition to the 
reports submitted pursuant to section 1310 (d) of Public Law 253, 
82d Congress. They show an increase of 6,250 higher grade positions 
for fiscal year 1958 over fiscal year 1957 and a ratio of Classification 
Act employees to such positions of 17.1, varying in the departments 
and agencies from a low of 1.6 for the Federal Mediation and Con- 
ciliation Service and 2.0 for the Bureau of the Budget to a high of 
65.9 for the Veterans’ Administration and 99.0 for the Government 
Printing Office. 

For every single supergrade position there has been an increase of 
37 positions in grades GS-13, GS-14, and GS-15 or equivalent since 
1942. As an example of how this came about, in 1 department 61 
positions in grades GS-13 through GS-15 were created for every 
supergrade position established in the fiscal year 1956. Since these 
61 new grade GS-13 through GS-15 positions largely were filled by 
promotion from within, positions vacated by those promoted also 
were made available for promotion of employees from lower-graded 
positions, and so on down the line to the lowest levels of the Classifica- 
tion Act positions in this department. 

Had the ratio of positions at grade GS-13, GS-14, and GS-15 levels 
to total employment remained as it was in 1942, there would be at 
present only 10,777 positions in such grades—instead of the 54,764 
we have. Moreover, such upgrading has resulted in a chain reaction 
throughout the entire general schedule of the Classification Act. 
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The average annual salary for the 989,069 Classification Act em- 
ployees was approximately $2,175 in fiscal year 1942.2, On June 30, 
1958, for 962,264 such employees, it was $5,510—an increase of 
$3,335, or 153.3 percent. Pay raises granted by law account for 
an increase of only $2,077 or 95.5 percent. The remainder—averaging 
$1,258 per employee—is due in considerable part to administrative 
reclassification. centers holding positions in the General Schedule 
presently are paid at levels averaging two grades higher than was the 
case in 1942. The net result has been an estimated increase of 
$1,210,528,000 in the annual Federal payroll. (See schedule A of the 
appendix.) 

Such a result was furthest from the intention of the Congress in 
providing for supergrade positions in the Classification Act of. 1949. 
The creation of these supergrade positions was proposed, justified, and 
approved largely on the basis that it would help bring new high- 
caliber executive personnel into the Government to fll important 
positions in the career service. This major revision in the Classi- 
cation Act was never intended to be used for general administrative 
promotion and upgrading of employees. 


(D) INTENT OF ESTABLISHING SUPERGRADES 


Section 604 of Public Law 429, 81st Congress (the Classification Act 
of 1949), contains specific and detailed provisions for transfer of all 
existing professional and scientific, subprofessional, and_ clerical, 
administrative, and fiscal positions, theretofore subject to the Classi- 
fication Act of 1923, to grades GS-1 through GS-15 of the new 
General Schedule established by such section. The explanation of 
this provision in House Report No. 1264, 81st Congress, to accompany 
H. R. 5931, is as follows: 

Section 604: Subsection (a) of this section prescribes the method by which the 
existing grades of the Classification Act of 1923, as amended, are to be translated 
into corresponding new grades. The translation is to take place automatically, 
as prescribed by the bill. This provision is designed for smooth transition from 


the old to the new schedules. No existing grade is automatically translated into 
GS-16, GS-17, or GS-18 (see sec. 505). [Emphasis supplied.] 


The explanation in the report for section 505 is as follows: 


Section 505: The general plan of operations specified in title V is limited by 
this section, which provides (a) that positions may be placed in grade 16 or 17 of 
the general schedule only by action of, or after prior approval by, the Civil Service 
Commission, and (b) that positions may be placed in or removed from grade 18 
(the highest grade) of the general schedule only by the President upon recom- 
mendation of the Commission. 

Thus, it is clear that each position theretofore subject to the Classi- 
fication Act of 1923 was to be placed in a particular grade of the new 
schedules upon enactment of Public Law 429, and that this was the 
entire immediate effect of the new law so far as concerns conversion 
of these positions from the old to the new schedules. The new law 
was to have no automatic effect of placing any position in the super- 
grades, which it established for the first time. The principles for the 
placing of positions in the supergrades were spelled out separately 


? Based on middle-step rates. 
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(E) INCREASES IN SUPERGRADE POSITIONS 


The growth in demands for eupergiely Ronen since their incep- 
tion in 1949 has been startling. The Classification Act of 1949 
limited the numbers of such positions to 300 in grade GS-16, 75 in 
grade GS-17, and 25 in grade GS-18, or a total of 400. There are 
now 2,027 such positions, including 1,513 subject to allocation by the 
Civil Service Commission and the remainder in the jurisdiction of 
certain specific departments and agencies. Moreover, the United 
States Civil Service Commission has officially recommended legisla- 
tion to remove all limitations on the number of supergrade positions. 

These positions are apart and aside from the further number of 532 
“scientific and professional” positions, with salaries ranging from 
$12,500 to $19,000, provided for by Public Law 313, 81st Congress, 
and by the 84th and 85th Congresses. Actually the 85th Congress, 
in its 2d session, more than doubled the number of top-level “scientific 
and engineering” positions. As of January 1958 there were 240 of 
these positions in effect. However, the Federal Employees Salary 
Increase Act of 1958 alone created 262 additional top-level “‘scentific 
and engineering” jobs. Thirty additional such positions were au- 
thorized in legislation not referred to this committee. 


(F) EFFECT OF APPOINTIVE POSITIONS 


One of the causes of this tremendous rise in the number of high 
salaried positions in the competitive service has been the creation and 
filling of appointive positions. Generally, as soon as a new appointee 
to a policymaking position takes office it is found necessary to provide 
him with one or more deputies, associates, or assistants—often in a 
supergrade position with a salary slightly below that provided for 
the appointive position. This then provides a cadre of top-level 
management, under which a staff is built up in varying numbers, 
depending upon the breadth and scope of the responsibility assigned 
to the appointive position. 

Examining further, it is found that these appointive positions may 
result from management engineering studies conducted by private 
firms or individuals, on a contract basis, for the department or agency 
concerned. The committee has been concerned at the wide usage of 
this practice and its implications of turning over Government manage- 
ment responsibilities to outsiders. Regardless of this, if the manage- 
ment engineering reports recommend creation of high level positions 
these recommendations usually are accepted by the department or 
agency while at the same time other recommendations which are 
distasteful—including any for reductions in staffing—may be rejected 

Results of the inflation of the top Federal job structure caused 
by added appointive positions are not difficult to find. Less than 5 
years ago there were 46 assistant secretaries in the departments. 
Today there are over 70- 

This pattern also discloses that each assistant secretary seems to 
need at least 2 or 3 deputies or assistants. Today we have over 280 
secretaries, under secretaries, assistant secretaries, deputy assistant 
secretaries, and assistants to secretaries—an average of 28 per depart- 
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ment. Five years ago there were about 200 such positions. This is 
aside from the large number of administrators, deputy administrators, 
assistant administrators, chairmen, commissioners, and their assistants 
in the independent establishments. And each such position carries 
with it, of course, the usual complement of administrative assistants, 
secretarial help, and so on down the line. Delegation and redelega- 
tion of responsibilities under this setup may leave the original appoin- 
tive position largely divested of the actual functions on the basis of 
which it was justified. 

The Executive Pay Act of 1949 (Public Law 359, 81st Cong.) 
established salary rates for 253 executive positions. The Federal 
Executive Pay Act of 1956 (title I, Public Law 854, 84th Cong.), 
established salary rates for 306 such positions. Since Public Law 
854 was approved, salary rates have been established by separate 
legislation for 40 additional such positions, bringing the present total 
to 346. This is an increase of 93 such positions, or nearly 37 percent. 
Included in the 40 positions so added are 29 positions in the Atomic 
Energy Commission. The 40 positions also include such positions 
as Staff Director of the Commission on Civil Rights; Manager of the 
Fund (ICA); Chairman of the Airways Modernization Board; Admin- 
istrator of the Southwest Power Administration; Assistant Attorney 
General; administrative assistant to the Attorney General; and 
certain others. 

In 1950 the Federal Government had 1,532 “top flight’ civilian 
executives. These executives represented all appointive or civil-service 
employees in the executive branch above the GS-15 pay grade. On 
June 30, 1958, there were 4,507 of these “civilian executives,” an 
increase of 3,000 positions or 200 percent. 


(Gc) “SCHEDULE C”’ POSITIONS 


Another factor in the increase in high level career positions is the 
placement of positions in the “‘schedule C” category, that is, so-called 
“policy” positions. A yearly record of placement of positions in 
‘schedule C” and the average grades of such positions foll 





Ows: 
As of Dec. 31— 
As of Sept. 
30, 1958 
1953 | 1954 1955 1956 1957 
GS-12 and under._.......-_-- i) | 455 (*) 503 t) @ 
SD Biles dee ieceansy-<osade (1) 411 @ 331 1) ) 
Oe ch redeiennnen cen (1) | 269 1 327 1) (1) 
SS SP ae de 871 | 1, 135 1, 181 1,211 1, 212 1, 213 


1 A breakdown of grades for these years not available, 


As shown above, while average grades of these positions have 
remained comparatively static, they presently account for 327 of the 
total of 2,027 supergrade positions in the entire Government, or nearly 
1 out of every 6 such supergrade positions. More important, appli- 
cants for these positions are not subject to tests of qualification prior 
to appointment such as are provided for positions in the competitive 
service. Appointments may be made to such positions, therefore, 
without having the assurance that appointees possess the educational, 
experience, and accomplishment qualifications which would be required 
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were they in the competitive service and subject to the Classification 
Act of 1949. 

Only 46 of the present schedule C positions are specifically author- 
ized by statute. 

Committee studies have developed a number of instances wherein 
appointments to schedule C positions have placed the “peanene in 
high level positions with salaries and responsibilities far above any in 
their past experience. As in the case of appointees to supergrade 
positions, discussed above, this situation with respect to schedule C 

ositions has opened the way for the employment of other personnel 
in high level positions, under the Classification Act of 1949, in order 
to carry out the duties and responsibilities assigned to the schedule C 
position. In the judgment of the committee it also has contributed 
to the trend toward delegation of Government management responsi- 
bility to outside management engineering concerns, whose recom- 
mendations may or may not be adopted—but often are if they will 
increase the number of high level positions. 


(H) REORGANIZATIONS TO CREATE HIGHER GRADES 


“Reorganizations” are another major factor in the increased 
number of high level Government positions. Generally, these re- 
organizations start with the statement that they are for the worth 
purpose of increased efficiency, effectiveness, and capacity for addi- 
tional workload, or for similar reasons. In many cases the immediate 
result is a new table of organization providing for more and higher level 
positions. In one department, for example, the committee found an 
amazing reorganization. They had a supply directorate, headed by a 
grade GS-13 employee. Under him were 8 divisions, headed by 6 
employees in grade GS—11, 1 in grade GS-9, and 1 in grade GS-7. A 
reorganization was planned, for the purposes stated above. No new 
functions were added, and the same man headed the new organiza- 
tion. But under the reorganization this man became a grade GS-14 
official, with three grade GS-13 assistants. Instead of 8 divisions, 
there became 11 divisions plus an administrative office. There were 
7 grade GS-11 positions instead of 6, plus 2 new grade GS-12 posi- 
tions, along with 2 grade GS—9’s and a grade GS-7. The supervisory 
salaries for this supply directorate were $59,000 a year before the 
reorganization. After the reorganization, they totaled $106,000 a 
year. Whether the reorganizations are planned by Federal officials 
or result from recommendations of independent management engi- 
neering studies appears to be immaterial. The result generally is a 
marked increase in the position grade structure at supervisory level 
and in the administrative payroll. 


(I) LEGISLATIVE RIDERS 


Notwithstanding the specific areas of committee jurisdiction laid 
down in the Legislative Reorganization Act of 1946, legislative riders, 
approved by other committees, have tended to nullify the efforts of 
this committee to maintain a reasonable and proper control over 
supergrade positions in the classified civil service. Every time such 
an action creates another supergrade position, it results in opening 
the way for administrative development of a larger staff and higher 
grades all the way down the line in the favored administrative unit. 
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The 85th Congress, 2d session, created the unprecedented number 
of 949 supergrade and Public Law 313 scientific and engineerin 
positions; however, only 549 of these positions were created throug 
action by the Post Office and Civil Service Committee and are in the 
Federal Employees Salary Increase Act of 1958. The other 400 
supergrade and Public Law 313 positions resulted from legislative 
riders and other legislation creating new agencies, a cahitete cir- 
cumvention of this committee’s jurisdiction. 

Of these 400 newly created positions, 322 are not within the Civil 
Service Commission quota control of supergrades under section 505 
of the Classification Act of 1949, as amended. Also, 272 of these 
positions are not subject to Civil Service Commission grade review. 

The statutory authorities for the supergrade and/or Public Law 313 
type positions created by legislation of the 85th Congress, 2d session, 
are as follows: 

The Defense Supplemental Appropriation Act, Public Law 85-322 
(72 Stat. 6), February 11, 1958, created 10 supergrade and 15 Public 
Law 313 positions subject to Civil Service Commission grade review 
and quota control. 

The Commerce Appropriations Act, Public Law 85-469 (72 Stat. 
469), June 25, 1958, created 20 supergrades for that Department 
subject to Civil Service Commission grade review and quota control. 

The Federal Aviation Agency Act, Public Law 85-726 (72 Stat. 
731), August 23, 1958, included a provision for the new agency to 
take control of 20 supergrades provided in Public Law 85469. The 
act also provided for 8 additional supergrades for the Civil Aeronautics 
Administration, and, for the Federal Aviation Agency, 50 supergrades, 
15 Public Law 313 positions, and 10 other positions with salaries not to 
exceed $19,500 per year. The supergrade positions in this act are 
not subject to Civil Service Commission quota control but are subject 
to the Commission’s grade review. 

The Railroad Retirement Board Act, Public Law 85-927 (72 Stat. 
1778), September 6, 1958, created nine supergrades for the Board. 
These jobs have been declared not subject to Civil Service Commission 
quota control or grade review. 

The National Aeronautics and Space Agency Act, Public Law 85- 
568 (72 Stat. 426), July 29, 1958, created 260 supergrades, none of 
which are subject to Civil Service Commission quota control or grade 
review ‘. 

The Mutual Security Act, Public Law 85-477 (72 Stat. 261), June 
30, 1958, provides for three positions, each with annual rates not to 
exceed $18,000. These three jobs are not subject to Civil Service 
Commission quota control or grade review. 

The Congress, in passing the Federal Employees Salary Increase 
Act of 1958, Public Law 85-462 (72 Stat. 203), June 20, 1958, reem- 
—— section 505 of the Classification Act of 1949, as amended, 

y authorizing all supergrade positions included in general appropria- 
tion acts subsequent to February 1, 1958, to be deducted from the 
supergrade quota established by such act. However, the various leg- 
islative riders that were passed subsequent to the Federal Employees 
Salary Increase Act of 1958, specified that the quota control in such 
act would not be applicable. 

1 The Comptroller General, in a decision on October 7, 1958, held that the 90 National Advisory Com- 


mittee for Aeronautics’ scientific positions transferred to the new Space Agency are a part of the overall 
limitation of 260 scientific positions applicable to the Space Agency. 
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Prior to the second session of the 85th Congress, the Congress had 
created 58 supergrade positions outside of quota control by the Civil 
Service Commission. Tneluded in this number were 23 supergrade 
positions not subject to review by the Civil Service Commission. 

From the above it is obvious that the use of legislative riders and 
other substantive legislation, outside the scope of this committee’s 
jurisdiction, to create positions above the e GS-15 level was 
accelerated in the second session of the 85th Congress. Not only was 
the recognized authority for controlling the number of supergrades 
not heeded, but also the proper evaluation of grade levels by the Civil 
Service Commission was denied. 

Undoubtedly some of the positions created by this legislation emi- 
nating from other committees have in the past not been justified as 
supergrade level and would not now justify the high grades which 
have been given the departments and agencies, This type of inter- 
ference, wherein full study of proposed high-grade positions by the 
proper committee is not possible, makes this committee’s responsi- 

ility for controlling the classification structure more difficult te 
perform. 

Committee hearings in June 1958 on supergrade and Public Law 
313 position requirements demonstrated the value of committee 


approval of top-level jobs. A summary of these hearings is pre- 
sented below. 


V. Requests ror SUPERGRADES 


During the month of June 1958 the Subcommittee on Manpower 
Utilization held hearings regarding the needs of departments and 
agencies for supergrades (GS-16, GS-17, and GS-18) and Public Law 
313 positions. In the course of the hearings eight departments and 
agencies testified. These departments and agencies at the time 
already had over 800 supergrade positions and during the course of 
the hearings requested approximately 800 additional such positions. 

Two of the arguments advanced most strongly by the departments 
and agencies were: (1) additional supergrades were needed to attract 
more people from outside the Federal Government, and (2) additional 
supergrades were required to keep Federal employees in the Govern- 
ment. 

During the course of the hearings it was shown that more than 75 
— of the personnel in supergrade positions today were promoted 
rom within. For example, the Department of Defense actually had 
recruited from outside the Federal Government for only 10 percent of 
its supergrade employees. 

As to personnel losses, none of the departments or agencies indi- 
cated a high turnover. One department, employing a considerable 
number of scientists, indicated a turnover of less than 3 percent per 
year of its scientists and engineers. This compares significantly with 
the nationwide turnover of scientists and engineers, which is more than 
12 percent. The Secretary of another department indicated that the 
recent salary raise of June 1958 would “unquestionably help the 
Government to retain its people.”’ 

Another argument advanced for more supergrades was the need 
to relieve the compression on the GS-15 pay grade. By continuous 
upgrading, agency heads indicated that there are now too many 
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GS-15 personnel and not a sufficient number of GS-16 and GS-17 
ositions. Each year more GS-14 and GS-15 jobs are created. 
ithout an opportunity to create more supergrades, the agencies 

now have GS-15 section heads and GS-15 assistants. 

Several times it was noted during the course of the hearings that 
the departments and agencies did not have critical immediate require- 
ments for more supergrades. The additional requirements for super- 
grade positions either were of a long-range nature or on the basis of 
an immediate upgrading to relieve grade pressure. Neither of the 
two premises would necessarily reflect the prospect of significant 
operational improvements by reason of having more supergrades. 
Signifying this trend was the request of 1 agency to create 85 addi- 
tional GS-16 positions, of which 75 would be filled by people presently 
employed in grade GS-15. 

he hearings also revealed wide variances among the departments 
and agencies in the ratio of supergrades to total employment. For 

example, in the Office of the Secretary of Defense there is a ratio of 1 

- authorized supergrade for each 17 employees as compared to the Navy 

Department with a ratio of 1 authorized supergrade for each 6,200 

eopior ee classified and unclassified. Departments and agencies 

with a very high ratio of supergrades to total employment are: 

Office of the Secretary of Defense, Bureau of the Budget, Federal 

Mediation and Conciliation Service, office of Defense Mobilization, 

and Federal Civil Defense Administration. In contrast, besides 

Navy, the Army, Air Force, Veterans’ Administration, and Post 

Office Department have very low ratios—1 supergrade to 3,500 or 

more employees. 


APPENDIX 





Scuuputzs A 


Federal employment subject to the Classification Act by grade and fiscal years 1942 
and 1968 




























Grade or equivalent Total number of employees 
Bilis i ciicwn on libdcc tbe towens 121, 989 —117, 863. 
GO tis... Mee a 298, 927 —243, 950 
O66. iii. edtbsiis lia 169, 073 +16, 385 
SE oi aiieus~s bites dice 93, 325 +68, 725 
CB iBivsadizciminsibiiistbdabiiess 93, 432 +15, 310 
Fic cstisncandébublcludcbbaecce 32, 865 +9, 600 
GG cctecnnditen Gabhstiinebbidies 72, 283 +16, 737 
DC ivicizicterjdindincknninhisheddaie 6, 458 +18, 863 
GIO. ct. ncccdintinetidedinneiabeiendiies +50, 744 
G68. ti nntensedtthedeae +9, 708 
GER ih indencewenndecadtiinibslaas +48, 139 
Eo  . cnn eeisrerambcheiablianiamiatiiads +365, 930 
GP Glictnctn<chbncincddsmncessenl +26, 188 
I icenailindittehteenntiiiciiticsi ai deni +11, 879 
GPO Ebinnndndwihins ddthntietnaigeiine +5, 591 
GED 9. n cnstinncdieistpnaiaedeiaie dee +767 
aE 5, 2. ncucsnccuvstiptieetnedcuntaen +323 
GB018 8 os cc cccuctidbcinbactsdsababideamebeane +119 
POR i ciccctbencmmgisinaidlien 989, 069 962, 264 — 26, 805 





1 Years selected based on comparable total employment. 
2 Established by Olassification Act of 1949. 
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Grade or equivalent 








ScuHepDuULE A—Continued 
Comparative salaries range, 1942 and 1958, excluding longevity steps 


1942 


$1, 260-$1, 620 
1, 440- 1, 800 
1, 620- 1, 980 
1, 800- 2, 160 
2, 000~ 2, 600 
2, 300- 2, 900 
2, 600- 3, 200 
2, 900- 3, 500 
3, 200- 3, 800 
3, 500- 4, 100 
3, 800- 4, 600 
4, 600- 5, 400 
5, 600- 6, 400 
6, 500- 7, 500 
8, 000- 9, 000 





1958 


$2, 960-$3, 530 
3, 255- 3, 825 
3, 495- 4, 065 
3, 755- 4, 325 
4, 040-— 4, 940 
4, 490- 5, 390 
4, 980- 5, 880 
5, 470— 6, 370 
5, 985— 6, 885 
6, 505- 7, 405 
7, 030- 8, 230 
8, 330- 9, 530 
9, 890-11, 090 
11, 355-12, 555 

12, 770-13, 970 

14, 190-15, 150 

15, 375-16, 335 

17, 500 


(a) $2,175 average salary 1942 based on middle step rates. 

(6) $5,510 average salary 1958 furnished by Civil Service Commission. 

(ec) Difference = $3,335, or 153.3 increase over average salary of 1942. 

(d) 95.5 percent pay raises granted by statuté since 1942 (compounded) fur- 
nished by Civil Service Commission. 

(e) Annual payroll increase from administrative reclassification actions com- 


puted as follows: 
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Increase 


$1, 700-$1, 910 
1, 815— 2, 025 
1, 875— 2, 085 
1, 955— 2, 165 
2, 040— 2, 340 
2, 190— 2, 490 
2, 380— 2, 680 
2, 570— 2, 870 
2, 785— 3, 085 
3, 005— 3, 305 
3, 230— 3, 630 
3, 730— 4, 130 
4, 290— 4, 690 
4, 855- 5, 055 
4, 770— 4, 970 


ee 
Se ee 


$3,335 total increase less $2,077 statutory increase = $1,258 average. 
$1,258X 962,264 employees (1958) = $1,210,528,000 


TABLES 


Executive Postrions, Grapes GS-13 anp ABOVE 


During fiscal year 1958 there was an increase of 6,250 positions in 
grades GS-13 and above, an increase of 12.5 percent over fiscal year 
1957. In the prior fiscal year 1957 there was an increase of 7,176 
positions in these grades, an increase of 14.3 percent over fiscal year 
1956. 

In fiscal year 1958, 5.8 percent of Classification Act employment 
was in grades GS-13 and above, compared with 5.1 percent in fiscal 
year 1957, 4.5 percent in fiscal year 1956, 2.6 percent in fiscal year 
1949, and 1.4 percent in fiscal year 1944. 

Attached are four tables, showing, in table I, employment in GS-13 
and above for significant years 1939-58; table II, the number of em- 
ployees in grades GS-1 through 3, for significant years 1939-58; 
table III, a 1958 breakdown, by erades and agencies, of employees in 
grades GS-13 and above, showing the supervisory ratio, change in 
top-grade positions June 30, 1958, over June 30, 1957, and total top- 
grade positions on June 30, 1958; and table IV, the trend of executive 
positions in various agencies showing the ratio of employees to total 
employment, 1952-58. 


cy 
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TasLeE I].—Employment in lower grades of the classification acts at significant dates, 


























1989 to 1968 
1939 140 | 1986 | 1957 | 1958 
AF-1 
sP-1 jas RT Me 30, 776 16,616 | 6,335| 4,876] 4,126 
NN i 1,840 183 @ 1) 
rae SaaS ot nl 18, 25,813 | (i 1 » 
Gee ee 17, 893 22,676 | (1) (t 1 
SR Nas adcossifapan 42, 333 117,153 | 80,857 | 69,003 | 54,977 
nag aa 84, 549 153, 584 | 104,431 | 199, 239 | 185, 458 
Es ncanutiiininamanial 6, 310 16,411} @ @ 
OPO-5. .ncesicisiccseccckéie 10, 032 () (i 1 
Re eae 157, 859 | 712, 111 362, 468 | 281,623 | 273, 208 | 244, 561 
SSS] SS ES SO SSE NEE EEE EE 
Percentage of total Classifi- 
cation Act employment..... 67.4 50.0 31.0 28.1 25.4 





1 CPO schedule abolished Sept. 11, 1956, 
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LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 
Srecia, Committers To INVESTIGATE 
CAMPAIGN EXPENDITURES, 1958, 
Washington, D. C., January 3, 1959. 
Hon. Rate R. Roserts, 
Clerk of the House of Representatives, 
Washington, D. C. 

Dear Sir: By direction of the special committee appointed pursuant 
to House Resolution 656 of the 85th Congress to investigate the elec- 
tion of Members of the House of Representatives, I transmit to you 
herewith the report of that committee. 

It is respectfully requested that copies of this report be transmitted 
to the Committee on House Administration and to the Department 
of Justice for their consideration, within their respective jurisdictions, 
of the several complaints reproduced herein. 

Sincerely yours, 
CuiFrrorp Davis, Chairman. 
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Union Calendar No. 1138 


85TH CoNGRESS HOUSE OF REPRESENTATIVES { REpPortT 
2d Session No, 2708 





SPECIAL COMMITTEE TO INVESTIGATE CAMPAIGN 
EXPENDITURES, 1958 


JANUARY 2, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Davis of Tennessee, from the Special Committee To Investigate 
Campaign Expenditures, submitted the following 


REPORT 


[Pursuant to H. Res. 656 (85th Cong.) } 


PARTI 


AUTHORITY AND MEMBERSHIP OF THE COMMITTEE 


House Resolution 656, 85th Congress, 2d session, creating a Special 
Committee To Investigate Campaign Expenditures, in the election of 
the Members of the House of Representatives in 1958, was introduced 
by Hon. John W. McCormack, the majority leader, on July 30, 1958. 

The resolution was taken up by the House by unanimous consent 
on July 30, 1958, and agreed to. 

House Resolution 683, 85th Congress, 2d session, providing funds 
for the expenses of conducting the investigation authorized by House 
Resolution 656, was introduced in the House on August 12, 1958, and 
referred to the Committee on House Administration. The resolution 
as reported, authorizing the Special Committee To Investigate Cam- 
paign Expenditures, 1958, to incur expenses not exceeding $30,000, 
was agreed to August 15, 1958 (H. Rept. 2633, 85th Cong., 2d sess.) 

The Speaker of the House, on August 19, 1958, appointed the fol- 
lowing Members to the committee: 


Clifford Davis, Tennessee (Ninth District). 

Robert E. Jones, Alabama (Eighth District). 

Thomas P. O’Neill, Jr., Massachusetts (Eleventh District). 
Kenneth B. Keating, New York (Thirty-eighth District). 
David S. Dennison, Ohio (Eleventh District). 
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JURISDICTION AND Ponicy 





The jurisdiction and authority of the committee is set forth in 


Resolved, That a special committee of five Members be 
appointed by the Speaker of the House of Representatives to 
investigate and report to the House not later than January 3, 
1959, with respect to the following matters: 

1, The extent and nature of expenditures made by all can- 
didates for the House of Representatives in connection with 
their campaign for nomination ahd election to such office. 

2. The amounts subscribed, contributed, or expended, and 
the value of services rendered, and facilities made available 
(including personal services, use of advertising space, radio 
and television time, office space, moving-pieture films, and 
automobile and other transportation facilities) by any indi- 
vidual, individuals, or group of individuals, committee, 
partnership, corporation, or labor union, to or on behalf of 
each such candidate in connection with any such campaign 
or for the: purpose of influencing the votes cast or to be cast 
at any convention or election held in 1958 to which a candidate 
for the House of Representatives is to be nominated or elected. 

3. The use of any other means or influence (including the 
promise or use of patronage) for the purpose of aiding or in- 
fluencing the nomination or election of any such candidates. 

4. The amounts, if any, raised, contributed, and expended 
by any individual, individuals, or group of individuals, 
committee, partnership, corporation, or labor union, including 
any political committee thereof, in connection with any such 
election, and the amounts received by any political committee 
from any corporation, labor union, individual, individuals, 
or group of individuals, committee, or partnership. 

5. The violations, if any, of the following statutes of the 
United States: 

(a) The Federal Corrupt Practices Act. 

(b) The Act of August 2, 1939, as amended, relating to 
pernicious political activities, commonly referred to as the 
Hatch Act. 

(c) The provisions of section 304, Public Law 101, Eight- 
ieth Congress, chapter 120, first session, referred to as the 
Labor-Management Relations Act, 1947. 

(d) Any statute or legislative Act of the United States, or 
of the State within which a candidate is seeking nomination 
or reelection to the House of Representatives, the violation of 
which Federal or State statute or statutes, would affect the 
qualification of a Member of the House of Representatives 
within the meaning of article I, section 5, of the Constitution 
of the United States. 

6. Such other matters relating to the election of Members 
of the House of Representatives in 1958, and the campaigns 
of candidates in connection therewith, as the committee deems 
to be of public interest, and which in its opinion will aid the 


esolution 656, creating it. The text of the resolution follows: 
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House of Representatives in enactimg,.remedial legislation, 
or in deciding contests that may be instituted involving the 
right to a seat in the House of Representatives. 

. The committee is authorized, to act. upon its. own mo- 
tion and upon such information asin its judgment may be 
reasonable or reliable. Upon complaint; being made to the 
committee under oath, by any person, candidate, or political 
committee, setting forth allegations as to facts Saale under 
this resolution, it would be the duty of said committee to in- 
vestigate, the committee shall investigate such charges as 
fully as though it were acting upon its own motion, unless, 
after a hearing upon such complaint, the committee shall find 
that the allegations in such complaint are immaterial or un- 
true. Ali hearings before the committee, and before any duly 
authorized subcommittee thereof, shall be public, and all or- 
ders and decisions of the committee, and of any such subcom- 
mittee shall be public. 

For the purpose of this resolution, the committee, or any 
duly authorized subcommittee thereof, is authorized to hold 
such public hearings, to sit and act at such times and places 
during the sessions, recesses, and adjourned periods of the 
85th Congress, to employ such attorneys, experts, clerical, 
and other assistants, to require by subpena or otherwise the 
attendance of such witnesses and the production of such cor- 
respondence, books, papers, and documents, to administer 
such oaths, and to take such testimony, as it deems advisable. 
Subpenas may be issued under the signature of the chairman 
of the committee or any subcommittee, or by any member 
designated by such chairman, and may be served by any per- 
son designated by any such chairman or member. 

8. The committee is authorized and directed to report 
promptly any and all violations of any Federal or State 
statutes in connection with the matters and things mentioned 
herein to the Attorney General of the United States in order 
that he may take such official action as may be proper. 

9. Every person who, having been summoned as a witness 
by authority of said committee or any subcommittee thereof, 
willfully makes default, or who having appeared, refuses to 
answer any question pertinent to the investigation heretofore 
authorized, shall be freld to the penalties prescribed by law. 

That said committee is authorized and directed to file 
interim reports whenever in the judgment of the majority 
of the committee, or of a subcommittee conducting portions 
of said investigation, the public interest will be best served 
by the filing of said interim reports, and in no event shall 
the final report of said committee be filed later than January 
3, 1959, as hereinabove provided. 


The committee, immediately after its formation, adopted the fol- 
lowing policy respecting investigations of particular campaigns: 
Tn order to avoid the useless expenditures of funds and the 
loss of time by the committee and the staff, it has been decided 
by the committee to conduct investigations of particular cam- 
paigns only upon receipt of a complaint in writing and under 
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oath by any person, candidate or political committee contain- 
ing sufficient and definite allegations of fact to establish a 
prima facie case requiring investigation by the committee. 
Also, in general the committee will not conduct investiga- 
tions oe. to complaints received when the complainant 
has adequate remedies available under the laws of the State 
involved. However, the committee reserves the right to act 
upon its own motion in any manner which it believes will 
better enable it to carry out the duties imposed by House 
Resolution 656. 


ACTIVITIES OF THE COMMITTEE AND Score or Tuts Report 


The committee determined that the intent of the House of Repre- 
sentatives, as expressed in House Resolution 656, could best be com- 
plied with by the committee’s undertaking the following three-point 
es which was capable of full attainment within the time and 

ancial limitations obtaining : 


1. Furnish all candidates in the general election with copies 
of the pertinent Federal legislation to assist them in conduct- 
ing their campaigns pursuant to law, and to advise them of the 
purpose of and laws regarding the questionnaire forms that 
each received from the clerk of the House. 

2. Inform all candidates in the general election of the exist- 
ence of the committee, its jurisdiction, and the policy it had 
adopted regarding investigations of particular campaigns. 

3. Investigate particular campaigns where the policy of the 
committee had been met (as set forth above) or where it was 
determined that the committee should act upon its own motion 
to carry out the duties imposed upon it by House Resolution 
656. 


The committee staff prepared a committee print entitled, “Informa- 
tion.of Importance to Candidate for Office of United States Repre- 
sentative in the 86th Congress,” which was mailed to every congres- 
sional candidate in the general election of November 4, 1958. This 
committee print contained— 


1. The texts of provisions of the United States Constitution 
and Federal statutes concerning the election of Representa- 
tives; 

2. Brief explanatory summaries of the relevant provisions 
of the United States Constitution, the Federal Corrupt Prac- 
tices Act, the Hatch Act, the Pendleton Act, and the Powers 
Act; and 

8. Detailed information concerning the existence, jurisdic- 
tion, and policy of the committee. 


Much of this information had previously been compiled by the Amer- 
ican Law Section, Legislative Reference Service, Library of Congress. 
Part II of this report sets forth the work of the committee and its 
staff with respect to particular campaigns, where complaints meet- 
ing the policy of the committee had been received. 
art III of the report contains the observations and recommenda- 
tions of the committee on the subject of legislation to improve and 
strengthen the laws governing the conduct of Federal elections. 


PART II 
SPECIFIC CAMPAIGNS 


Among the duties imposed upon the committee by House Resolu- 
tion 656 were those of investigation and reporting to the House, by 
January 3, 1959, any violations of Federal or State laws which— 


would affect the qualification of a Member of the House of 
Representatives within the meaning of article I, section 5, 
of the Constitution of the United States. 


The committee was also charged with the investigation of— 


such other matters relating to the election of Members of the 
House of Representatives in 1958, and the campaigns of can- 
didates in connection therewith, as the committee deems to 
be of public interest, and which, in its opinion, will aid the 
House of Representatives * * * in deciding any contests 
that may be instituted involving the right to a seat in the 
House of Representatives. 


Because of the obvious impossibility of Yorne every con 
sional campaign under the limitations of funds and personnel ob- 
taining, the committee adopted the policy of investigating particular 
campaigns only upon receipt of a complaint in writing and under 
oath. However, the committee reserved the right to act upon its own 
motion in any manner which it believed would better enable it to 
carry out the duties imposed by House Resolution 656. This policy 
was announced to all candidates by means of the committee print 
mentioned in part I of this report. 

Pursuant to its announced policy the committee considered sworn 
complaints filed in connection with the elections in the Fifth Congres- 
sion District of Arkansas, the First Congressional District of Illinoi 
the Sixth Congressional District of Kansas, the First Congressiona 
District of Kentucky, the First Co ional District of Maryland, 
the Ninth Congressional District of Minnesota; the congressional dis- 
tricts of the State of Tennessee, and the First Congressional District 
of West Virginia. 

Staff investigations were conducted in the First District of Ken- 
tucky and the First District of West Virginia. Testimony was taken 
and evidence introduced in public hearings on December 15, 16, and 17, 
1958, in order to aid in determining what further action, if any, was 
warranted with respect to complaints received relating to the elections 
in the Fifth District of Arkansas and the Ninth District of Minnesota. 
Those hearings are printed separately from this report. 

The action taken by the committee on each of the above-mentioned 
complaints is set out below. 


5 
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ARKANSAS—FIFTH CONGRESSIONAL DISTRICT 


On December 5, 1958, the committee received a sworn complaint, 
dated December 3, 1958, from John F. Wells, of Little Rock, Ark., who 
had cast his vote in the Fifth Congressional District of Arkansas for 
the incumbent and Democrati¢ nominee, the Honorable Brooks Hays. 
The text of the complaint, with exhibits attached thereto, is as follows: 


DeceMser 3, 1958. 
Specrat ComMITTEe To INVESTIGATE CAMPAIGN EXPENDITURES, 
% Hon. Clifford Davis, Chairman, 
House Office Building, Washington, D.C. 

GENTLEMEN: This has reference to the November 4 General Elec- 
tion in the Fifth Congressional District of Arkansas, and specifically 
to the voting which took place in Pulaski County where the under- 
signed resides. I cast a vote for the Democratic Nominee, Brooks 
Hays. I earnestly request you to institute a thorough investigation 
which, lam positive, will develop evidence proving: 


I 


IRREGULARITIES AND VIOLATIONS OF LAW IN THE VOTING AND COUNTING 
RESULTED IN THE APPARENT ELECTION OF THE WRITE-IN CANDIDATE 


Examples: 

1. Precinct officials have volunteered information establishing that 
the stickers, contrary to law and despite an instruction from the 
Attorney General that they could not be legally distributed closer 
than 100 feet to a voting place, were actually delivered to election 
officials with ballots, boxes, and other supplies in some instances ; that 
they were placed on the tables with ballots and handed to voters by 
some election officials, clearly in violation of law (see exhibit 1, appen- 
dix I); that in many cases supporters of the write-in candidate dis- 
tributed the stickers within or nearer than 100 feet to the polls—all of 
which was in violation of State law. (See exhibit 2, appendix I.) 

2. The stickers, which became a part of the ballot on which they were 
—— contained an “X” printed within a box beside the name of 

r. Alford. This is a glaring irregularity. It would be unthinkable 
to permit election officials to hand to a voter and to accept from a 
voter a ballot with a preference already indicated by printing. The 
law requires that the voter shall himself make the “X” beside the 
name of the candidate he wishes to vote for. (See exhibit 3, 
appendix I.) 

3. In some cases, the number of voters whose names appear on the 
precinct registers is less than the total vote for Congressional candi- 
dates. For example: 

In Jacksonville Ward II, the register contains 362 names, but 434 
votes were reported in the Congress Race, 325 for Alford and 109 for 
Hayes, the incumbent who was the Democratic Nominee; whereas, the 
total votes reported for Governor was 164, 128 for Governor Faubus, 
the Democratic Nominee, and 36 for his Republican opponent whose 
name was printed on the ballot. 

Combining the returns from the three wards in Jacksonville, it is 
found that 1,119 names are on the register of voters, but that 1,125 
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votes for Congress were counted compared with only 899 for, the.can- 
didates for Governor (both of whose names were PRINTED on the 
ballot). Alford’s vote in Jacksonyille was 751, Hays’ 374. 

In Jacksonville Ward 3, a column was added to the Register pages 1 
and 2 to show to whom stickers were issued by the election officials 
in violation of the law. 

In North Little Rock Ward 4, Precinct B, with 368 names on the 
Register, a total of 427 votes was shown for eae with 243 ‘to 
Alford, 184 to Hays. In the Governor’s Race, only 347 were tabu- 
lated. 

In Big Rock Township Precinct E, 626 votes were counted for Con- 
gress, although the Register lists 569 voters. Here Alford was cred- 
ited with 452 votes, Hays with 174. . 

In Big Rock Township Precinct D, the 2 candidates for Governor 
received 788 votes; whereas, a total of 975 was shown for Congress 
with 738 for Alford and 237 for Hays. The number of names on the 
Register of voters is 982, only 5 more than were shown to have voted 
for Congress; but a review of all the returns indicates that generally 
an average of about 10 percent of the voters in most precincts did not 
vote in the Congress Race. 

In Brodie Township Precinct B, 164 names appear on the Register 
of voters, but 165 votes for Congress were counted, 123 for Alford, 42 
for Hays. 

In these few precincts, the Alford majority was certified as 1,293 
which is more than the majority credited to him in the final certifi- 
cations from throughout the District. The totals based on certifica- 
tions from all counties were: For Alford, 30,739; for Hays, 29,483, 
a difference of 1,256. (See exhibit 4, appendix 1.) 


It 


OTHER IRREGULARITIES IN DISREGARD OF STATE AND FEDERAL CORRUPT 
PRACTICES LAWS OCCURRED DURING THE CAMPAIGN AND HELPED CREATE 
THE UNWHOLESOME ATMOSPHERE IN WHICH THE ELECTION WAS 
CONDUCTED 


Examples: 

1. The Alford sticker constituted election campaign material which 
did not contain the names of the persons responsible for it. (See 
exhibit 3, appendix I.) 

2. An unsigned circular was widely distributed with intent to 
incite race feeling and to prejudice voters against Hays the day before 
the election and on election day. This circular contained a photo- 
graph of Congressman Hays with two Negro Churchmen in Chicago— 
and the inference was that there was something improper about the 
attendance of Hays, who is President of the Southern Baptist Con- 
vention, at the convention of Negro Baptists in Chicago. The point 
is that the circular was unsigned and, therefore, in violation of the 
law. (See exhibit 5, appendix I.) 

3. The write-in candidate represented himself to be a “Democratic” 
candidate (see exhibit 6, appendix I) in his advertising, and the stick- 
ers that were distributed at the polls referred to him as a “Democratic” 
candidate although he was opposing the Democratic Nominee who was 
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-_- in the Democratic Primary on July 29 in which Dr. Alford 
voted. 
III 


THE SO-CALLED WRITE-IN CANDIDACY OF DALE ALFORD WAS CONCEIVED 
AND PROJECTED AS A CONSPIRACY TO USE THE POWER OF POSITION 
IN THE DEMOCRATIC PARTY TO OVERTURN THE WILL OF THE MAJOR- 
ITY OF DEMOCRATS VOTING IN THE JULY 29 PRIMARY 


1. Death of John Pruniski, Sr., of North Little Rock, on June 15, 
1958, caused a vacancy on the Pulaski County Board of Election Com- 
missioners which the State Board of Election Commissioners was 
authorized to fill. 

2. The selection of a successor was deferred until September 12, 
1958, when AT THE INSTANCE OF GOVERNOR FAUBUS, 
who is Chairman of the State Board, Wylie Cavin of North Little 
Rock was named to the County Board, although a majority of the 
State Board had been pledged to another who had been recommended 
by leading citizens. 

3. The same Mr. Cavin, without public notice, addressed to Attor- 
ney General Bruce Bennett the request for an official opinion as to 
the legal propriety of the use of stickers by supporters of a write-in 
candidate. The Attorney General’s Office did not divulge receipt of 
the request—nor were the other members of the County Board noti- 
fied (the Chairman, E. A. Henry, told me)—until the Attorney 
General released the official opinion to Mr. Cavin on the Saturday 

receding the election, after the stickers had been printed. (See ex- 
hibit 7, appendix I.) Mr. Cavin, as a member of the County Board, 
selected many of the election judges and clerks. 

4. The write-in campaign’s publicity and advertising was turned 
over to the advertising agency, Thomas C. Hockersmith & Associates, 
which handled the campaign of Goernor Faubus and others sup- 
ported by Faubus and which also is the advertising representative for 
the Arkansas Industrial Development Commission and Arkansas 
Publicity and Parks Commission. 

5. The write-in candidate’s campaign manager was one of Governor 
Faubus’ closest associates, Claude Carneliter, Jr., who resigned as 
attorney for the State Public Service Commission to handle the Alford 
Campaign, and who before and since the campaign has been Chairman 
of the Dollars for Democrats solicitation, receipts from which (he 
has stated) are to remain in Arkansas—for what purpose has not been 
revealed—while Governor Faubus personally undertakes (he prom- 
ises) to raise the State’s quota for the Democratic Party’s National 
Committee. In this connection, a letter from Carpenter to school 
teachers, written subsequent to the election, is pertinent. (See exhibit 
8, appendix I.) 

6. The write-in candidate’s campaign was one of the most lavishly 
financed in the State’s history, and the source of these funds is a mat- 
ter of public concern, inasmuch as it was apparent that the titular 
head of the Democratic Party in Arkansas (the Governor of the 
State, himself a Democratic nominee pledged to support all other 
nominees of the Party) was backing the write-in candidate. 
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7. Governor Faubus personally sought to induce other Democratic 
nominees to support the write-in candidate, although he had signed 


a pledge to support all Democratic nominees in conformity with the 
rules of the Party. 


NO ADMINISTRATIVE REMEDY AVAILABLE 


On November 12, I requested the Pulaski County Board of Election 
Commissioners to recount the sticker ballots and certify the number 
of such ballots in each precinct. That request was ignored, but 
AFTER the Board certified the returns it asked the Prosecuting At- 
torney fer instructions, He has informed me orally that, since the 
Board had certified the vote, it cannot now without an order from a 

roper authority open the boxes for a recount of all or part of the 

allots. On November 17, I wrote the State Board of Election Com- 
missioners asking that it call upon the County Board to determine 
and certify the number of sticker ballots. A member of the State 
Board, Mr. Thomas Harper of Fort Smith, Chairman of the Demo- 
cratic State Committee, subsequently replied, asserting the State 
Board had no authority to act in the matter. Thus, I am without an 
administrative remedy which either the County or State might pro- 
vide. (See exhibit 9, appendix I.) 


ACTION REQUESTED OF YOUR COMMITTEE 


The undersigned requests that— 

1. Your Committee take whatever steps are necessary to impound 
the ballot boxes in Pulaski County and to make provision for a re- 
count of the ballots with ballots containing stickers isolated so as to 
ascertain the effect on the outcome of their use; in such a recount, 
the Committee is asked to give consideration to inviting the partici- 
pation of the County and State Election Boards and representatives 
of the candidates. 

2. Your Committee investigate the circumstances surrounding the 
election for the purpose of determining the nature and extent of the 
irregularities and their effect on its outcome. 

3. Your Committee investigate and determine Dr. Alford’s qualifi- 
cations to serve as a member of Congress when he ran in the General 
Election as a “Democratic” candidate with the help of some of the 
Democratic nominees against the candidate who was duly nominated 
in the regularly held Democratic Party Primary (in which Dr. 
Alford voted). 

4. In the event your Committee determines that the certification 
of results does not truly represent the will of a majority of the quali- 
fied electors voting in the General Election in the Fifth Congressional 
District of Arkansas, or in the event your Committee determines. that 
Dr. Alford does not meet the qualifications to serve as a member of 
Congress, the Committee take such action as it. deems appropriate. 

Respectfully submitted. 

(Signed) John F. Wells, 
(Typed) Joun F. Wetts, 
112 E'ast Second Street, Little Rock, Arkansas. 
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AFFIDAVIT 


The undersigned, John F. Wells, a qualified elector residing in 
Little Rock, Ward 3, after being duly sworn states on oath that the 
foregoing statement, consisting of seven (7) typewritten pages which 
the undersigned has initialed for identification, is true and correct. 


(Signed) John F. Wells, 
(Typed) Joxuwn F. WE Ls. 
Strate or ARKANSAS, 
County of Pulaski, ss: 
Subscribed and sworn to before me this 3d day of December, 1958. 
[SEAL | Epitn W. Sweezy, Notary Public. 


My commission expires July 16, 1962. 


On December 15, 1958, the committee heard the complainant, John 
F. Wells, and the successful candidate, Dr. Dale Alford, in public 
hearings. At that time, Mr. Wells submitted a second sworn statement 
supplementing his complaint of December 3, 1958. With his supple- 
mental statement he also submitted the affidavit of A. Christos, man- 
ager of operations of the Service Bureau Corp., an affiliate of Inter- 
national Business Machines, dated December 14, 1958, describing the 
methods used in checking the names of those who voted in Pulaski 
County, Ark., against the official 1958 List of Electors for that county. 
The texts of Mr. Wells’ supplementary statement and the affidavit of 
Mr. Christos are as follows: 

DeceMBeER 13, 1958. 
STaTEMENT oF JOHN F. Weis SuPPLEMENTING LETTER OF DECEMBER 
3, 1958, ro THE House Speciat Commirree To INVESTIGATE CAMPAIGN 
Expenpitures, Hon. Currrorp Davis, CHAIRMAN 


I 


IRREGULARITIES AND VIOLATIONS OF LAW IN THE VOTING AND COUNTING 
RESULTED IN THE APPARENT ELECTION OF THE WRITE-IN CANDIDATE 


Examples: 


1. Further illustrating the tactics which were employed in behalf 
of Dr. Alford is this additional] information : 

In North Little Rock Ward 3, Precinct B, Mrs. Van Mills, 2022 
W. 16th Street, was a judge. She states that the polling place was 
over-run by persons handing out Alford strickers and that despite 
her protest that this was illegal the activities continued, and that two 
deputy sheriffs who delivered an additional box for the ballots de- 
clared that the distribution of the stickers within the polling place 
should not be stopped. 

In North Little Rock Ward 2, Precinct D, Mrs. Harry Hildreth, 
a clerk who executed one of the affidavits attached to my original 
petition, has informed me that white men accompanied by groups of 
Negroes evidently their employes came into the polling place and voted 
the Negroes as a bloc. Sec. 3-910 Ark. Stats. 1947 provides (to pre- 
vent just such vote control) in precincts where more than 100 votes 
were cast at the next preceding election and where the electors consist 
of persons belonging to the different races, the judges and the sheriff 
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in attendance shall, when persons of both races are present and ready 
to vote, so conduct admittance to the voting place as to permit persons 
of the white and colored races to cast their votes alternately. | 

Where a majority of the judges and clerks did not acquiesce in the 
distribution of the Alford stickers within the polling place an orderly 
election was conducted. Those who were at first insistent wpon 
passing out stickers as ballots were handed out left the premises. 
This conclusion can be drawn for the election im Little Rock Ward 1, 
Precinct E, where, I have learned from Mrs. L. A. Henry, a judge 
of Box 2, that an Alford representative appeared with stickers and 
demanded that he be allowed to hand them out in the polling place. 
When permission was refused, he made a telephone call within her 
hearing in a futile effort to obtain official authority. Failing in that; 
he departed. The election proceeded in normal fashion. In that 
precinct the vote was Hays 985, Alford 551. 

In Little Rock Ward 3, Precinct A, balloting is conducted in the 
rotunda of the Pulaski County Courthouse. One of the clerks there 
was Mrs. Boyce Drummond, an affidavit from whom accompanied my 
original petition. She confirms that, when the box was taken into 
the county clerk’s office only a few feet from the polling place and was 
opened for removal of the certificate and registers, a bystander ob- 
served the Alford stickers im the box, asked how they came to be 
there and took possession of them. These are the stickers which are 
exhibits to my petition. 

I am not relating here other significant instances susceptible to 
proof which I have not had the time to assemble in such form as to 
submit it fully substantiated. A formal investigation would easily 
obtain this and a great deal of additional evidence similar to the 
examples which I have cited. 

2. Attorney General Bruce Bennett who issued the ruling that 
voters might use stickers to indicate a write-in choice has told me 
that his opinion did not rule even by implication that a sticker with 
an “X” printed beside the name of a candidate could be used legally. 

3. It has not been possible in the period since the November 4 vote 
was certified to make as thorough analysis from the official lists of 
voters in Pulaski County as I should have preferred but I engaged 
The Service Bureau Corporation (hereafter referred to as SBC), an 
affiliate of International Business Machines, to compare the voters’ 
list with the Pulaski County official list of qualified voters, i. e., all 
persons registered as qualified electors not later than October 1, 1958. 

In Jacksonville, SBC reports after a series of checks that 129 (over 
10 percent) of those listed as voters there did not appear from thé 
records to be qualified electors in that town. It would be necessary, 
of course, to have access to the ballots to determine how many of those 
were among the (at least) 66 votes reported in Jacksonville Ward 2 
in excess of the number of persons who, if the register can be relied 
upon, actually received ballots in that precinct. Here 434 votes’ were 
counted in the Congress race—325 for Alford and 109 for Hays— 
whereas in the governor’s race, with names of both candidates printed 
on the ballot, the total vote was only 164. In Jacksonville Ward 2 
there were 195 prima facie questionable ballots. 

In North Little Rock Ward 4, Precinct B, where 368 names were on 
the list of persons voting but where 427 votes for Congress candidates 
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were counted—243 for Alford and 184 for Hays—SBC reports that 50 
perenne who appeared not qualified to vote were among those listed as 

aving voted. Adding the 59 excess of votes over voters in that pre- 
cinct to the 50 apparently not qualified voters, the prima facie void vote 
in that precinct is 109. } 

In Big Rock Township, Precinct E, where 569 voters were listed but 
where 626 votes were counted for Congress candidates—452 for Alford 
and 174 for Hays—SBC reports that 67 persens who ap ared not 
qualified were on the list of voters for that township. Adding the 57 
votes in excess of the total number of voters in that precinct to the 
67 apparently not qualified voters, the prima facie void vote in that 

recinct is 124. It should be noted here that the total vote for the can- 
idates for governor in that precinct was only 509. 

In Big Rock Township, Precinct D, where 975 votes were shown 
for the Congress candidates—738 for Alford and 237 for Hays—with 
982 names on the list of voters, SBC reports that 116 listed as voters 
there were tentatively found to be not qualified electors in that town- 
ship, hence this is the minimum number of prima facie void votes. 
Only 788 votes were shown for both candidates for governor. 

In Brodie Township, Precinct B, where 165 votes for Congress can- 
didates were shown—123 for Alford and 42 for Hays—with only 164 
names on the voters’ register, SBC reports 59 of the voters appeared 
not to be qualified electors. These plus the one excess vote points to a 
prima facie void total in that precinct of 60 votes. 

In Gray Township where the total vote for the Congress candidates 
was 386—237 for Alford and 149 for Hays—SBC reports that 185 of 
the 399 names listed as voters appear not to be qualified electors in that 
township and their votes are prima facie void. 

In Hill-Young Township, Precinct E, where 94 persons were listed 
as voters and a total of 98 votes were counted for Congress candidates— 
58 for Alford and 40 for Hays—SBC reports that 18 of the names on 
the list of voters appeared to be not qualified. Adding the four excess 
votes over voters in that precinct: to the 18 apparently not qualified 
electors, the prima facie void vote total in that precinct is 22. 

In Worthen Township where 272 persons were listed as voters and a 
total of 276 votes were counted for aden candidates—142 for Hays 
and 134 for Alford—SBC reports that 23 of those on the voters’ regis- 
ter appear to be not qualified voters. Adding the excess of four votes 
over voters to the 23 apparently not qualified voters, the prima facie 
void vote in that precinct is 27. 

Wherever the number of votes counted in any race exceeds the 
number of voters listed, it is the duty of those in charge of the election 
to inquire into and correct the obvious discrepancy regardless of the 
effect on any candidates. Thus in Little Rock Ward 3, Precinct C, 
where 522 votes were counted for Congress candidates—437 for Hays 
and 85 for Alford—and where only 520 names of voters were listed, 
an explanation should be forthcoming. This can only be had by 
taking the legal steps by which your Committee might have the ballot 
boxes.opened and the ballots checked. 

If the Committee undertakes an investigation it will find in some 
precincts with more than one box and more than one set. of judges and 
clerks the number of ballots in one of the boxes will in some cases 
exceed the number of names on the register of voters for that box. 
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Where the total number of votes for all boxes in a precinct does not 
exceed the total number of names on the register, I am not claiming 
that any part of the ballots are on that account prima facie void but 
the Committee will be justified in reconciling the respective totals. 

As an example—in Little Rock Ward 4, Precinct A, Box 2, 734 
votes were ae for — candidates—473 for Alford and 261 
for Hays—although only 678 names are on the list of voters. This 
difference of 56, however, could be accounted for by the difference 
between the total number of votes for Congress candidates—809 
(Alford received 497 and Hays 312)—in Box 1 of that precinct. 
There, there were 889 names on the list of voters. Thus the combined 
total of the vote for Congress—1,543—is within the total number of 
votes in that precinct—1,567. Perhaps I should add the explanation 
that the apparent discrepancy in totals for boxes in the same precincts 
can be the result of persons registering with the, officials at one box, 
taking their ballots and, after filling them out, dropping them in the 
box of which another group of judges and clerks has charge. 

I repeat, however, that this is an irregularity which merits the 
attention of the Committee inasmuch as the county and state election 
boards ignored these and all other discrepancies or irregularities. 

I am attaching as an exhibit the SBC reports. Here I wish to 
emphasize that this phase of the inquiry has not been completed for 
lack of time. Specifically there has been no opportunity to carry 
the investigation to the point of determining the number of multiple 
votes by the same person. Some such apparent instances were de- 
tected and noted but I did not want to make an allegation of that 
kind without exhausting the means of obtaining an explanation. 

I personally observed judges and clerks in Little Rock Ward 4 each 
counting separate stacks of ballots, whereas the governing statute 
(Sec. 3-1001 Ark. Stats. 1947) requires that ballots shall be taken 
one by one from the box by one of the judges who shall read aloud the 
names of persons voted for contained therein and then hand the ballot 
to the second judge who shall pass it to the third judge (as the tally 
ismade). 

I heard complaints from judges and clerks that they had no in- 
structions whatever with respect to the laws and regulations applicable 
to the conduct of the election. I would not ask the Committee to make 
an investigation solely because of the type of irregularity in the method 
of counting of the ballots but it is a circumstance to be taken into 
consideration when viewing the overall picture of irregularities. 


II 


OTHER IRREGULARITIES IN DISREGARD OF STATE AND FEDERAL CORRUPT 
PRACTICES LAWS OCCURRED DURING THE CAMPAIGN AND HELPED CREATE 
THE UNWHOLESOME ATMOSPHERE IN WHICH THE ELECTION WAS 
CONDUCTED 

Examples: 


1. Those of us who constituted the general public had no oppor- 
tunity to protect our legal votes from the offsetting effect of the 
stickers. These were not distributed by the Alford headquarters until 
the Sunday prior to the election, The sticker is the type of campaign 
material which an Arkansas law cited by the state’s attorney general 
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in a qualifying opinion to the chairman of the Pulaski County Elec- 
tion Board bars from polling places and also is the type of campaign 
material which state and federal laws require shall be signed to show 
who is responsible for the printing and distribution. But the Alford 
stickers’ were not signed. Uninformed voters could not determine 
from inspecting it that the sticker was not provided officially just as 
were the ballots. It was the obvious intent of the Alford organization 
to lead as many people as possible to believe that the sticker was 
officially issued. If this was not fraud it approached it. 

2. That the distribution of the unsigned ‘circular which pictured 
Congressman Hays with two Negro churchmen in Chicago was in 
violation of state and federal law must have been known to those re- 
sponsible for the reason that when the same picture was used in an 
advertisement in the ARKANSAS DEMOCRAT on Monday, Novem- 
ber 3, the accompanying text was changed and a name was printed to 
indicate responsibility. 

3. I charge that the write-in candidate’s repeated and frequent 
allusions to himself as the “Democratic” candiate in speeches and 
advertising was a resort to fraud, all the more censurable—and 
fraudulent—since the titular head of the Democratic party in Arkan- 
sas, Governor Faubus, and the chairman of the Democratic Party 
Finance Campaign in the state, Claude Carpenter Jr., with others 
wielding the party’s powers collaborated in publicly sanctioning the 
deception. 

To familiarize the Committee with the devious means by which 
Dr. Alford projected the thought that he was the Democratic candi- 
date I am tendering as exhibits copies of two speeches which he made 
over television stations in Little Rock. You will find he made the 
statement: “Your Congressman now is carrying the label of the Na- 
tional Democratic Party.” 

In view of the fact that Congressman Hays was renominated in 
the Democratic Primary July 29, 1958, conducted by the Democratic 
state and county committees of Arkansas and that he had paid his 
Primary fee to the Democratic State Committee, he alone was entitled 
to the support of every other nominee in that Primary. 

Dr. Alford added in the same speech: “I am a Democrat. But I 
am not a Paul Butler Democrat * * * I am an Arkansas Democrat.” 
Patently he was consciously undertaking to confuse the public. 

I invite the attention of the Committee to the remainder of Dr. 
Alford’s speeches. 

IIT 


THE SO-CALLED WRITE-IN CANDIDACY OF DALE ALFORD WAS CONCEIVED AND 
PROJECTED AS A CONSPIRACY TO USE THE POWER OF POSITION IN THE 
DEMOCRATIC PARTY TO OVERTURN THE WILL OF THE MAJORITY OF 
DEMOCRATS VOTING IN THE JULY 29 PRIMARY 


This, in my judgment, is the gravest aspect of the case. The last 
date for citizens to qualify as electors eligible to vote in the November 
4 General Election was October 1. There is reason to believe Governor 
Faubus, Dr. Alford, Claude Carpenter Jr. and their associates knew 
in advance of that date that they would undertake a campaign te 
over-ride the expressed wishes of the majority who voted for Con- 
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gressman Hays’ renomination. They concealed their plans until after 
the deadline for voter qualification. It may or may not be significant 
that, while the total number of persons qualifying to vote in the 
General Election was state-wide 11,728 fewer than qualified.in 1957, 
in Pulaski County the number increased 2,816. 

Mr. W. H. Laubach, Republican member and secretary of the 
County Election Board, told me a week prior ‘to the election that the 
new commissioner, Wylie Cavin, had the privilege of naming judges 
and clerks for the North Little Rock and rural precincts—all precincts 
— Little Rock—and had not yet turned in his list to the secretary’s 
office. 

The chairman, E. A. Henry, submitted the lists for the Little Rock 
precincts. 

Mr. Cavin, who asked and received the attorney general’s opinion 
upholding stickers for ballots, is not a lawyer; he is engaged im several 
lines of business, in one of which he is dependent upon the pleasure of 
the Faubus administration for his license. He did not consult Mr. 
Henry, chairman of the County Board, who is a lawyer. Instead he 
wrote the letter to the attorney general without letting Mr. Henry 
know what was brewing. The fact that Mr. Henry, a lawyer, im- 
mediately addressed letters to the attorney general raising questions 
as to the correctness of the first opinion, makes it apparent that the 
law itself and the 1932 Supreme Court opinion which the attorney 
general cited did not support the latter’s ruling. 

It will be noted in one of the Alford ads a claim is made that the 
attorney general and Supreme Court had approved the specific sticker 
that was used. This was not true. 

The seerecy surrounding the issuance of the first opinion (approving 
stickers without being specific as to their form) bears out the charge 
that the Alford candidacy was projected through a conspiracy. At- 
torney General Bennett has told me, since my petition was filed with 
the Committee, that while in Florida he received a telephone call from 
one of his assistants, Roy Finch, relative to the request that. was first 
made orally and submitted in writing under an October 30 date. Mr. 
Finch did the research, or at least advised Mr. Bennett that the 1932 
Supreme Court opinion (handed down when the ballot form and 
method of indicating the choice of candidate was entirely different) 
would permit the use of stickers by Dr. Alford. 

Already I have reviewed Mr. Carpenter’s intimate association with 
the Faubus administration up to the time, and since, he handled the 
Alford campaign. It is noteworthy that, when Carpenter was in 
Washington recently with a National Committee member’s proxy, he 
was accompanied by Mr. Finch. Upon their return home, Mr. Finch’s 
resignation as an assistant attorney general and his association with 
Mr. Carpenter in the practice of law was announced. 

Dr. Alford has reported to the House an amount which he said 
was spent by Thomas C. Hockersmith & Associates in his behalf which 
is only a small part of the total disbursed in the Alford campaign by 
that advertising firm. I strongly urge that the Committee inquire 
fully into all expenditures by both candidates for Congress, and also 
in their behalf by committees. or friends supporting them. Such an 
investigation will, IT am confident, leave no. doubt that Governor 
Faubus saw to it that thé Alford campaign did not lack for funds. 
If that is established as fact, the public should be informed. 
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I hesitate to involve individuals whom Governor Faubus could in- 
jure except where the Committee deems this essential. If the Com- 
mittee will inquire into instances of improper approaches made to other 
Democratic nominees by Governor Faubus and/or associates, I shall 
supply names of persons who can substantiate the allegation that the 
governor and his associates did seek to induce other nominees to sup- 
port the write-in candidate. 


ADDENDUM 


I am tendering herewith the microfilmed copies of the vote registers 
of the General Election in Pulaski County ; copies of abstracts of the 
vote by precincts in all counties of the Fifth Congressional District; 
the printed list of qualified electors in Pulaski County. 

If the Committee wishes additional information or exhibits which I 
can help furnish, I hope it will call on me. 


(Signed) John F. Wells. 
(Typed) Jorn F. Wetts. 
Subscribed and sworn to before me this 13th day of December, 1958. 


[sEAL] Epitn W. Sweezy, 
Notary Public. 
My commission expires July 16, 1962. 





Decemper 14, 1958. 

The following counts shown by Township and Ward are indicative 
of the number of items that were not matched in a check against the 
1958 List of Electors for Pulaski County, Arkansas. 

The method used for checking was, briefly, this: 

1. Using the November 4, 1958 Register of Voters listings, one card 
was created showing name, address, ward, precinct, box and line 
number for each line entry of the Register. 

2. Each Ward, within each Township, was sorted separately to 12 
positions of the name. 

3. A listing of each Township and Ward was prepared showing 
name, address, ward, precinct, box, township and line number. 

4. Each listing was clerically checked against the List of Electors to 
isolate those that did not appear in the List of Electors. This check- 
ing was accomplished by employees of an outside clerical employment 


agency. 
5. Ri cards isolated in this fashion were then sorted to line number, 
then precinct, ward and township for purposes of verification. 
6. A listing was prepared of these cards in the above stated 
sequence. 
. Each line item was then rechecked back to the original Registers 
of Voters to eliminate as many spelling errors as possible. 
Nore.—This step was further prompted by the partial illegi- 
bility of some line items on each listing 
8. After the second check of unmatched items, all unresolved items 
were combined for all wards and sorted alphabetically. 
9. The enclosed listing represents those items that could not be 
reconciled back to the List of Electors book for various reasons. 
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10. A further clerical check of these 3331 unmatched items was — 
formed utilizing this listing furnished. This check was performed by 
personnel of the same clerical aren agency used previously, 
under the direction of Mr. J. F. Wells. 
11. All items were further investigated and placed in one of three 
groups. 
Group 1. Items listed that could not be matched. 
Group 2. Items listed that were found to match in a ward or Town- 
ship other than where registered. 
Group 3. Items that were resolved to have matched correctly after 
correctly ascertaining the proper spelling of name. 


12. Groups 1 and 2 were sorted each separately to Box, Precinct, 
Ward, Township for listing. , 

13. The enclosed listing represents these items. Recap Sheets ac- 
companying these items reflect the count for each classification, within 
each group. 

(Signed) A. Christos, 
(Typed) A. Curtstos, 
































Manager of Operations. 
Sworn and subscribed to before me this 14th day of December, 1958. 
[sEaL] Eprru W. Sweezy, 
Notary Public. 
My commission expires July 16, 1962. 
Third check* 
Unmatched| Unmatched eT 
Poll taxes | Punched -| Ist check | 2nd check | Matched 
in another | Unmatched 
Ward or 
township 
Sletiee aS bs eee le — al et ce ty oa ie a els 
Little Rock: 
Ward 1... hi 7, 880 4, 576 321 215 94 109 
Bi dst ‘ 6, 001 3, 123 228 186 60 104 
3 7, 545 4, 455 394 314 106 166 
4 10, 539 6, 075 425 329 127 159 
5 s 9, 928 | 6, 892 614 510 190 236 
41, 893 25, 121 1, 982 1, 554 577 774 
= es ee ees SSS Se 
North Little Rock: | i 
Ward 1... a 2, 704 | 1, 578 143 118 54 59 
Baka= cud 4, 652 | 2, 163 170 137 45 86. 
Ba ' 4, 834 2,7 255 194 86 97 
4. 4, 461 2) 645 298 211 106 96 
16, 651 9, 182 | 865 660 291 338 
Jacksonville... . | 4,300! 1,12.| 198 132 64 65 
Sherwood__- . 323 233 | 24 20 15 4 
Bayou Meto.. eal 385 197 } 20 14 8 
Big Rock. 6,014 3, 097 | 520 425 243 164 
Rrodie_ ; bay 988 432 | 95 83 47 33 
Campbell... sasn~s : 494 209 29 16 9 7 
Eagle ; - 229 93 16 4 5 4 
Fourche. ._. ; 723 394 50 41 25 14 
Gray ‘ . 603 399 189 189 131 54 
Hill-Young - .. - 2, 830 1, 152 116 91 52 
Maumelle - _- - 71 17 ss ak iccaiielacdl ae ee eel 
Owen.....-- 737 358 41 36 20 14 
Roland. .-- ia ath a 205 108 13 ll 4 7 
Union.... 910 420 38 26 18 7 
Worthen.... 523 272 32 24 20 3 
Total. cat sol 16, 425 | 8, 501 1, 321 1, 117 644 436 
(1, 512) (1, 548) 














Note.—Big Rock includes Cammack—Fourche includes Alexander. 
*No. of items eliminated after being found to be correct—271. 
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On December 17, 1958, the committee received in public hearings 
the testimony of the Honorable Brooks Hays, Representative in Con- 
gress from the Fifth Congressional District of Arkansas. The text 
of the hearings conducted by the committee, with all exhibits offered 
as evidence, are printed in full in a separate document. 

The conclusions and recommendations of a majority of the commit- 
tee and the separate views of a minority thereof are set. forth below. 


CONCLUSION 


The complaint in the Fifth Congressional District of Arkansas 
raises a number of serious questions. The complaint requests a re- 
count of a substantial part of the votes in the district, investigation of 
registrations, investigation of challenged ballots, investigation of 
practices at the polling places, investigation of the issuance of certain 
unsigned literature, determination of the legality of the type of sticker 
used. determination of whether or not improper use of the term “Dem- 
ocratic Candidate” was used, and other relief. 

The testimony and evidence presented by the complainant, John F. 
Wells, established in the opinion of a majority of the committee, a 
prima facie case of fraud and irregularity in the conduct of the gen- 
eral election in the Fifth Congressional District of Arkansas, directly 
affecting the outcome of the election and the right of either candidate 
to a seat in the House of Representatives. 

In his testimony before this committee, the successful candidate, 
Dr. Alford, expressed his belief that if an investigation were made 
his right to petition for review of other possible irregularities should 
be preserved and that if the vote in any of the precincts was to be 
recounted and reviewed, the entire vote should be reviewed. 

The complaint was not filed with the committee until December 5, 
1958, and the testimony of Dr. Alford was not heard until Decem- 
ber 15, 1958. Pursuant to the resolution creating it, this committee 
must report to the House of Representatives not later than January 3, 
1959. 

The investigation which this committee has made in the limited time 
available to it has clearly demonstrated that the problems raised by 
this complaint cannot be resolved prior to January 3, 1959. The mag- 
nitude and gravity of the charges and the supporting evidence now 
before us require a complete investigation. 

Tt is therefore the recommendation of a majority of this committee 
that when the 86th Congress convenes, Dr. Dale Alford be asked to 
stand aside and be not seated until a thorough investigation of this 
matter, including all questions of fact and of law, be undertaken and 
comnleted by the Congress. This committee also recommends that 
the House fix such a time within which the investigation be completed 
and reported to the House as the magnitude of this investigation 
requires. 

Tuomas P. O’Netn, Jr. 
Kennetu B. Keatrne. 
Davin Dennison. 
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. MINORITY VIEWS 


We very strongly dissent from the majority report insofar as it 
recommends to the Hoes of Representatives that the Honorable Dale 
Alford be asked to stand aside and not allowed to take his seat as 
Representative of the 5th Congressional District of Arkansas in the 
86th Congress. 

Our decision in this matter is predicated upon: 

1. The fact that Dr. Alford has been certified as having been elected. 
as a Representative in Congress from the Fifth District by the proper 
officials of the State of Arkansas. 

2. The majority is here recommending that an apparent winner of 
an election be asked to stand aside even though no complaint has 
been filed with this committee by a person who was a candidate for this 
seat. The committee entertaining a complaint from someone other 
than a candidate is highly unusual. The recommendation by the 
majority that an apparently elected Member be asked to stand aside, 
based upon a complaint filed by someone other than a candidate, is 
a highly unusual practice. 

3. There is no precedent within the actions taken by this committee 
during the past number of years that would tend to justify such a 
recommendation as made by the majority. Conversely, it is well estab- 
lished that when this committee feels further investigation of a com- 
plaint is required the committee recommend that the person holding 
the certificate of election be allowed to take his seat pending further 
investigation and final determination of the question. In the 84th 
Congress this same question was before this committee, on which 
both of the undersigned also served, and even in the face of a showin 
that the apparent winner of the election in the First Congressiona 
District of Maine was the Honorable James C. Oliver, the committee 
recommended that the Honorable Robert Hale, the holder of the cer- 
tificate issued by the State of Maine, be seated and only that an im- 
mediate investigation be commenced by the new Congress to make a 
final determination in the matter. ._The minority views to this 1956 
report took the position that they saw no reason to depart from the 
established procedure as set forth in title II of the United States 
Code. This advocacy is not only inconsistent with the position pre- 
vously taken but has even gone so far as to recommend that the holder 
of a certificate not be allowed to take his seat pending final determina- 
tion of the questions. 

4. Holders of certificates of election should not be made to stand 
aside upon mere allegations of fraud. The burden of proof is to show 
where fraud occurred and no such showing has been made before this 
committee. 

5. We entertain the highest respect and regard for Mr. Hays based 
upon our long and close association with, him in the House of Repre- 
sentatives. However, Dr, Alford was granted a duly executed Cer- 
tificate of Election by the proper officials of the State of Arkansas 
and it is our firm belief that the Congress of the United States has 
a responsibility to acknowledge and to give this certificate the recogni- 
tion to which it has been historically entitled in the absence of proof 
of fraud. 

It is the further view of the minority that further investigation is 
justified in this matter and to this extent we agree with the majority. 
bawevie: we feel that the circumstances here do not justify a departure 
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from the long-established and well recognized legal procedures 
available. 
Currrorp Davis, Chairman. 
Rost. E. Jonss, Jr. 


ILLINOIS—FIRST CONGRESSIONAL DISTRICT 


On December 15, 1958, the committee received the sworn complaint 
of the Honorable William L. Dawson, Representative in Congress 
from the First Congressional District, State of Illinois. ‘The text of 
this complaint, together with exhibits, is as follows: 


Strats or ILLINoIs 
County or Coox 


NorrHern District or Iniinois—EAstTern Dtvision 


Before the Special Committee to Investigate Campaign Expenditures, 
1958, United States House of Representatives 


AFFIDAVIT 


William L. Dawson, being first duly sworn on oath, deposes and 
says: 

1, That he is a resident of the City of Chicago, County of Cook, 
and State of [linois, and is a registered voter in the First Congres- 
sional District therein ; 

2. That he has read the statements of expenditures filed with the 
Clerk of the House of Representatives by Dr. T. R. M. Howard, a 
candidate for membership in the House of Representatives from the 
First Congressional District of Tllinois; 

3. That statements of expenditures filed by Dr. T. R. M. Howard 
are set forth in detail and attached hereto as Exhibits 1, 2, 3, 4 (see 
exhibits 1, 2, 3, 4, appendix IT); 

4, That it is reported upon information and belief that with the 
knowledge, consent and participation of Dr. T. R, M. Howard, Re- 
Se Candidate for Congress: That during the month of Septem- 

r, 1958, a committee, known as “The Noti-Partisan Committee for 
Howard for Congress”, sponsored a “Howard for Congress” Dinner at 
the Hotel Sherman in Chicago, Tllinois, at which time approximately 
twenty-five thousand dollars was raised in behalf of the candidacy 
of Dr. T. R. M. Howard; and 

5. That during the month of October, 1958, S. B. Fuller, President 
of the Fuller Products Company of Chicago, Illinois, sponsored a 
dinner at the Palmer House (A Hotel) in the city of Chicago, Tlinois 
at which time approximately forty-one hundred dollars was raised on 
behalf of the Candidacy of Dr. T. R. M. Howard; and 

6. That during the month of October, 1958, an organization known 
as “The Women for Howard for Congress”, sponsored a “Tea” at the 
Trianon Ballroom in Chicago, Illinois, at which time approximately 
forty thousand dollars was raised in behalf of the candidacy of Dr. 
T. R. M. Howard; and 

7. That at the Fuller Products Company, 2700. South Wabash Ave- 
nue, Chicago, Illinois, S. B. Fuller, President of the aforementioned 
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company, expended the sum of approximately three thousand dollars 
to over two hundred persons at the rate of ten or more dollars per 
person in behalf of the candidacy of Dr. T. R. M. Howard; and 

8. That a committee known as the Non-Partisan Committee for 
Howard for Congress maintained a headquarters on East 63rd Street 
for eee one year and employed regular personnel that was 
paid by said committee; and 

9. That the same so called Non-Partisan Committee for Howard 
maintained a headquarters on 306 East 43rd Street in Chicago for 
approximately three months and employed regular personnel that 
was paid by said committee; and 

10. That a substantial number of persons employed by the Howard 
for Congress Headquarters on East 63rd Street in Chicago, Illinois 
canvassed two hundred or more precincts in the First Congressiona 
District and were paid approximately from Fifteen to Thirty Dollars 
per person ; and 

11. That on about November 2, 1958, a Howard for Congress meet- 
ing was held at the Tabernacle Baptist Church, 4130 South Indiana 
Avenue in Chicago, Illinois, at which time approximately four hun- 
dred and fifty dollars was raised in behalf of the eandidacy of Dr. 
T. R. M. Howard; and 

12. That the statements of expenditures filed by Dr. T. R. M. 
Howard fail to account for the large sums of money raised and ex- 
pended in behalf of his candidacy and that the failure to accurately 
account for these large sums of money violates the Corrupt Practices 


ct. 

Wherefore, this affiant states that the above facts submitted by him 
are done in the interest of the citizens and taxpayers of Illinois, in 
order that the Special Committee To Investigate Campaign Expendi- 
tures, 1958, might investigate the expenditures heretofore submitted 
by the aforementioned candidate and to report a conclusion after con- 
sideration of all the evidence. 

Wiu.uz1am L. Dawson, Affiant. 


Subscribed and sworn to before me on this ___. day of December, 
1958. 


spmasiinatnmntieieneti , Notary Public. 
CONCLUSION 


In this matter the complaint was filed by the successful candidate. 
Accordingly, the complaint raises no question as to the right of a 
Member to a seat in the House of Representatives. The complaint 
does allege violations of the Federal Corrupt Practices Act. The 
committee, therefore, pursuant to the direction of the resolution 
creating it, referred the matter to the Attorney General of the United 
States for his attention and whatever action he deems appropriate in 
the circumstances. 


INDIANA—FOURTH CONGRESSIONAL DISTRICT 


This complaint was received by the committee on December 29, 1958. 
Due to the lateness of its receipt, no action was taken by the committee 
nor was the complaint considered by the committee. However, pur- 
suant to the instructions set forth in the resolution creating the com- 
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mittee, the complaint is submitted herewith as part of this report to 
the House of Representatives. 


In the House of Representatives of the United States of America, 
Before the Special. Election Committee of the 85th Congress 


Honorable Clifford Davis, Chairman 
W. Roperr FLEMING, PETITIONER-CONTESTANT 
w8. 
E. Ross ApAtR, DEFENDANT-CONTESTEE 


PETITION TO CONTEST ELECTION 


To Said Committee and to House of Representatives of the United 
States of America: 
Your petitioner, W. Robert Fleming, respectfully alleges and states: 

1. Petitioner is a duly qualified citizen and voter of the State of 
Indiana and the United States, residing at 1520 Forest. Park Boule- 
vard, in the City of Fort Wayne, in Allen County, Indiana. 

2. In the last general election, held on November 4, 1958, petitioner 
was the Democratic candidate for the office of Member of the House of 
Representatives of the United States of America, representing the 
Fourth District of Indiana, comprising the Counties of Adams, Allen, 
DeKalb, LaGrange, Noble, Steuben, Wells, and Whitley, and the 
Honorable E. Ross Adair, the present incumbent, was the Republican 
candidate for said office. No other candidates ran for said office. 

3. The official canvass of votes cast for said office in said district, 
composed of 392 voting precincts, shows that E. Ross Adair received 
69,745 votes and petitioner received 69,478 votes, giving Adair a 
plurality of 267 votes or an average plurality of approximately two- 
thirds vote per precinct. 

4. Petitioner has commenced proceedings to contest said election by 
serving on said E. Ross Adair, on December 17, 1958, a Notice of in- 
tent to contest said election, a copy of which notice is attached hereto, 
marked “Exhibit A,” and all the allegations thereof are made a part of 
this petition as though specially alleged and fully set forth herein. 

5. As shown by said notice, many errors, irregularities and instances 
of malconduct occurred in said district, affecting the outcome of said 
election to such an extent that, had they not occurred, petitioner would 
have been duly elected to said office. 

6. As detailed in said notice, petitioner was rightfully the winner 
of said election, and petitioner has reason to believe, and does believe, 
that a thorough investigation of all said irregularities and a recount 
of the votes in said Noble, LaGrange and Steuben Counties will sub- 
stantiate petitioner’s claim that he was duly elected to said office by 
the voters in said district at said election. 

7. An investigation of said election and a recount of said votes by 
this committee, or by a similar committee of the 86th Congress, with- 
out following the usua] burdensome and lengthy procedure prescribed 
for the contest of Congressional elections, will bring about an early 
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determination of the correct result of said election for said office at 
minimum expense and thereby set at rest all doubt and uncertainty as 
to the outcome of said election. 

8. In the exercise of its sound discretion, said House of Representa- 
tives should delay the seating of said E. Ross Adair as the Representa- 
tive of the Fourth District of Indiana in the 86th Co ss, until 
the true and correct results of said election for said office can. be 
determined. 

Wuererore, petitioner asks this honorable committee to assume 
jurisdiction of, and to hear and determine, this petition ; that this com- 
mittee investigate all said irregularities and undertake a recount of the 
votes in said Noble, LaGrange and Steuben Counties; that petitioner 
be declared the legally and duly elected Congressman from said dis- 
trict; that the seating of said E. Ross Adair as the Representative 
of said district in the 86th Congress be delayed until his right thereto 
has been finally determined by said House of Representatives; and 
that petitioner be given such other relief as is requested in said notice, 
a copy of which is attached hereto as Exhibit “A,” and for such other 
and further relief as may be proper in the premises. 


Respectfully submitted. 
(Signed) W. Robert Fleming, 
(Typed) W. Roserr Freie, 


Petitioner-C ontestant. 
Hastey & Eaocrrs, 


503 Strauss Building, Fort Wayne, Indiana, 
Attorneys for Petitioner, 
SratTe or INDIANA, 
County of Allen, ss: 

W. Robert Fleming, being duly sworn, upon his oath says that he is 
the above named petitioner-contestant ; that he has read the foregoing 
Petition and that the matters and facts therein set forth are true, as 
he is informed and verily believes. 

(Signed) W. Robert Fleming. 
(Typed) W. Roserr FiLemine. 

Subscribed and sworn to by W. Robert Fleming before me, a Notary 
Public in and for said County and State, this 23rd day of December, 
1958. Witness my hand and notarial seal. 

[sea] Henry Hastey, Notary Public. 

My commission expires August 1, 1961. 


ACKNOWLEDGMENT OF SERVICE 


I, E. Ross Adair, being the Republican candidate for Congress men- 
tioned by that name in the foregoing petition, hereby acknowledge 
that I have received a copy of said petition this 23rd day of December, 
1958. 

ree E. Ross Adair. 


Typed) E. Ross Apart. 
Witness : 
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Exureir A 


AMENDED AND SUPPLEMENTAL NOTICE OF INTENT TO CONTEST ELECTION 


To the Honorable E. Ross Apatr, 
Member of Congress of the United States of America, 
925 Lincoln Bank T ower, Fort Wayne, Indiana. 

You are hereby notified that I intend to contest your election as a 
Member of the House of Representatives of the United States, repre- 
senting the Fourth Congressional District of Indiana, which pur- 
ported election took place at the general election held in said District 
and State on aoe 4, 1958, upen each of the following grounds: 

A. On account of mistake or fraud in the official count of the votes, 

B. For irregularity or malconduct of members or officers of the 
various precinct election boards and the various county election boards 
and canvassing boards in said district. 

This notice supersedes and replaces the previous notice from me 
dated November 18, 1958, which was served upon you on November 19, 
1958, and it is hereby agreed that you may have thirty (30) days from 
your receipt hereof to answer this notice. 

In support of, and as part of, this notice, I respectfully allege and 
present the following: 

(a) Said Fourth Congressional District is composed of eight coun- 
ties, namely, Adams, Allen, DeKalb, LaGrange, Noble, Steuben, Wells 
and Whitley. Allen County alone votes by the use of voting machines. 
The other seven counties all vote by paper ballots. Every precinct 
election board in the entire district had as its head a Republican 
Inspector. 

(6) The official results of said election, which were determined by 
the state canvassing board on November 20, 1958, said board being 
charged with the responsibility of making such determination under 
the laws of Indiana, show that you, the Republican candidate, received 
69,745 votes, and that I, the Democratic candidate, received 69,478 
votes, out of a total of 139,223 votes cast. 

(c) According to such determination, therefore, you received less 
than 50.1% of these votes and I received more than 49.9% thereof. 
Your plurality was 267 votes out of 392 precincts in said district, or 
a plurality of approximately two-thirds of one vote per precinct. 

(d) On account of mistake, fraud, or error in the official count of 
the votes, and on account of irregularity or malconduct of members or 
officers of the various precinct election boards and the various count 
election boards and canvassing boards in said district, all of which i 
respectfully allege occurred in said election, more than 267 votes were 
counted for you which should not have been counted, and more than 
267 votes should have been counted for me which were not counted, 
thereby rendering your election. illegal and invalid, and I respectfully 
allege that a fair and correct recount of the votes cast at said election 
in said district would prove that I was the winner in said election 
and that I am entitled to represent said district in the House of Repre- 
sentatives of the United States of America. 

(e) No recount or other recourse is available to me in the courts 
of Indiana on account of the provisions of Article IT, Section 5, of 
the Constitution of the United States, which provides that said House 
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of Representatives shall be the judge of the elections, returns and 
qualifications of its own members. Toaiens has an identical section 
in its constitution. While the Indiana law providing for an election 
recount in the Indiana courts specifically. includes candidates for the 
Congress of the United States, the Supreme Court of Indiana in 1951 
twice held this law unconstitutional so far as it concerned representa- 
tives in the General Assembly of the State of Indiana. State ew rel 
Acker vs. Reeves, 229 Ind. 126, 95 N. E. 2d, 838; State ex rel Beaman vs. 
Circuit Court, 229 Ind. 190, 96 N. E. 2d, 671. By the same token, the 
Indiana Election Recount Law is unconstitutional so far as Con- 
gressional candidates are concerned. 

(f) The violations complained of include, but are not limited to, the 
following: 

1. In South Otsego precinct in Steuben County, in which precinct 

our plurality was 137 votes, the Republican inspector and the Repub- 

ican sheriff took blank official ballots, left: the polling place, visited a 
blind lady, had her mark the ballots, returned with her marked ballots 
and voted them, without any application on her part to vote by ab- 
sentee ballot as required by law. During their absence from the poll- 
ing place, voting in person by other voters continued, without the pre- 
cinct inspector or the precinct sheriff being present as required by law. 
Because of such gross malconduct, the votes in this precinct should be 
excluded. 

2. In Pleasant Township, precinct No, 1 in Steuben County, in which 
precinct your plurality was 79 votes, the Republican precinct inspector 
counted all the votes alone and permitted no other member of the pre- 
cinct election board to assist her in counting or tallying the votes, and 
refused to permit the Democratic precinct judge to view the ballots, 
although the law of Indiana requires the i tor to read each ballot 
aloud in view of the judge of the opposite political faith of that of the 
inspector, while each poll clerk or assistant poll clerk tallies each vote 
on the regular tally sheets for each candidate as it is read from the bal- 
lots by the inspector. In this same precinct, three times during the 
voting hours school classes were permitted to enter the polling place 
and to observe the voting, and the polling place was not provided with 
a chute for channeling voters to the polling place, which chute is re- 
quired by law to extend 50 feet from the entrance to the polling place. 
In this same precinct, as the time for closing the polls neared, the hus- 
band of a Republican member of the precinct election board was un- 
lawfully in the polling place and refused entrance to two voters and 
told them the polling place had closed, although the polling place had 
not in fact closed and the time for closing had not yet arrived. On ac- 
count of such gross malconduct, the votes in this precinct should be 
excluded. 

3. In Pleasant Township Precinct No. 4 in Steuben County, in which 
precinct your plurality was 133 votes, two Republican members of the 
precinct election board who carried the ballots and the precinct tally 
sheets to the county clerk’s office for delivery to the county canvassing 
board, found upon arrival at the clerk’s office in the Court House a pur- 
ported error in the tally sheets. Without notifying any Democratic 
member of the precinct election board, these two Republican members 
of that board took the ballots to another room in the Court House, 
opened the sealed container in which said ballots had been deposited by 
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the precinct election board and proceeded to count these ballots and to 
make changes in the vote report shown on the official report which had 
been signed by the precinct election board. Because of such gross mal- 
eonduct, the votes in this precinct should be excluded. 

4. In Pleasant Township precinct No. 8 in Steuben County, in which 
precinct your plurality was 48 votes, more votes were counted than 
there were ballots used in that precinct. Because of such error and 
apparent gross malconduct, the votes in this precinct should be ex- 
cluded. 

5. Also in Steuben County, a Republican candidate for county office 
was permitted to enter the polling place in various precincts through- 
out the day, while voting was in progress and contrary to law. 

6. In Clay Township North precinct in LeGrange County, the pre- 
cinct election board took the time out to eat supper while the polls were 
open, thereby causing a backlog of voters waiting for admission, and 
three Democratic voters who had arrived fifteen minutes before clos- 
ing time were refused the right to vote, although they were within the 
chute leading to the polling place and entitled to vote under the law. 

7. In LaGrange County, Bloomfield 2 Precinct, in which your plu- 
rality was 130 votes, a number of irregularities in the voting and 
counting of ballots have been reported, but such irregularities cannot 
be proved or disproved except by recount of such ballots. 

8. In LaGrange County, the County Clerk, who is the official cus- 
todian of the ballots and the election records, has refused to give infor- 
mation as to the number of ballots rejected and as to the absentee ballots 
cast. 

9. In LaGrange County, a Democratic candidate for the State Leg- 
islature was not permitted to vote in his own precinct. 

10. In one precinct in Noble County, a candidate received 110 votes 
but was given credit for only 54 votes. 

11. In another precinct in Noble County, more votes were counted 
than there were registered voters in the precinct. In this precinct you 
were given a plurality of 130 votes. Because of such gross malconduct, 
the votes in this precinct should be excluded. 

12. In Adams County, 57 valid Democratic ballots were rejected as 
mutilated, thereby unlawfully adding 57 votes to your plurality. 

13. In Allen County, one voter voted twice, as shown by the written 
report of the precinct election board. 

14. In Allen County, where all voting is done by machine except 
for absentee ballots, it was announced at the County Clerk’s office, 
where the county canvassing board meets, that approximately 900 
absentee ballots were to be counted, but the total vote count showed 
that only 323 votes were added to the figures already released. From 
the final figures, it appears that, of these 323 votes, Adair received 
233 and Fleming received only 90, a ratio of more than two and a half 
to one. This is a much greater ratio than occurred on the machine 
voting in the most Republican precinct in the county, and the entire 
county gave Fleming a plurality of 2,713 votes. Various irregulari- 
ties in the voting and counting of absentee ballots have been reported 
in Allen County, but such irregularities cannot be proved or disproved 
except through a full recount of such absentee ballots. 

15. The United Press-International News Service reported your 
final plurality in the District as 198 votes, and the Associated Press 
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News Service reported your final plurality in the District as 147 votes. 
Because of this variance, as well as the variance of each of these reports 
from your plurality of 267 votes as reported by the state canvassing 
board, considerable doubt is cast upon the validity and fairness of the 
entire count in the District, which doubt can be resolved only by a 
recount of all the votes. 

16. Since the newspaper announcement of my intention to contest 
this election, the Republican Central Committees in the various coun- 
ties have been feverishly approaching Democratic members of precinct 
election boards and attempting to procure from them signed state- 
ments that no irregularities occurred. Such action certainly would 
lead any reasonable person to conclude that irregularities did in fact 
occur. 

(g) The precincts hereinabove complained of, in Steuben County 
iene gave you a plurality of 397 votes which should be subtracted 
from your reported plurality of 267 votes, thereby giving me a plu- 

rality of 130 votes for the entire district. 

(h) Because of the many errors, irregularities and malconduct 
which occurred: in Steuben, LaGrange and Noble Counties, as above 
alleged, the entire vote cast in these counties for the Congressional 
candidates should be carefully recounted. 

In view of all the foregoing, I am respectfully contesting your 
election and asking the House of Representatives of the United States 
of America: 

(a) To declare me to be the duly elected member of said House of 
Representatives, representing dai Fourth District of Indiana, for 
the term of two years beginning in January, 1959. 

(6) Subject to the foregoing, to recount all the votes cast in said 
election in said Steuben, Lagrange and Noble Counties for said 
office. 

(c) Subject to the foregoing, to declare invalid all the votes cast 
in the various precincts in which I have hereinabove alleged that such 
votes should be excluded. 

(d) Subject to the foregoing, to recount all the absentee ballots 
cast for said office in Allen County. 

(e) Subject to the foregoing, to investigate fully all the facts, 
errors, irregularities and malconduct hereinabove alleged. 

(f) Subject to the foregoing, to recount all the votes cast for said 
office in each precinct in which errors, irregularities and/or malcon- 
duct occurred as hereinabove alleged. 

(7) To grant to me any and every relief which may be proper in 
the premises. 

Dated at Fort Wayne, Indiana, December 17, 1958. 

(Signed) W. Robert Fleming, 
(Typed) W. Rozserr Fiemine, 
Contestant. 
Hastey & Eacers, 
503 Strauss Building, Fort Wayne, Indiana, 
Attorneys for Contestant, 
Srate or Inprana, 
Allen County, 8 

W. Robert Fleming, etl duly sworn, upon his oath says that he 

is the above named contestant; that he has read the foregoing Notice 
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of Intent to Contest Election and that the matters and facts therein 
set forth are true, as he is informed and verily believes. 
(Signed) W. Robert Fleming. 
(Typed) W. Roserr FLemMine,. 
Subscribed and sworn to by W. Robert Fleming before me, a Notary 
Public in and for said County and State, this 17th day of December, 
1958. Witness my hand and notarial seal. 
Henry Hastey, Notary Public. 


My commission expires August 1, 1961. 
ACKNOWLEDGMENT OF SERVICE 


I, E. Ross Adair, being the Republican candidate for Congress 
mentioned by that name in the foregoing Notice of Intent to Contest 
Election, hereby acknowledge that I have received the original notice, 
of which the foregoing is a copy, this 17th day of December, 1958. 

(Signed) E. Ross Adair. 
E. Ross Apatr. 
Witness : 
(Signed) Henry Hastey. 


KANSAS 





SIXTH CONGRESSIONAL DISTRICT 


On December 13, 1958, the committee received the sworn petition of 
Elmo J. Mahoney, Democratic candidate in the Sixth Congressional 
District of the State of Kansas. The text of his petition, together with 
exhibits submitted in support thereof, is as follows: 


Before the Special Committee To Investigate Campaign Expendi- 
tures, 1958, United States House of Representatives 


(Honorable Clifford Davis, Chairman) 


In Re Election Investigation and Contest of Etmo J. Manonry v. 
Wint Sirs, from the Sixth Congressional District of Kansas 


Petition of Elmo J. Mahoney 


This petitioner, Elmo J. Mahoney, respectfully petitions and in- 
forms the above honorable committee as follows: 

That he was a candidate on the Democratic ticket for the office of 
representative in the Congress of the United States from the 6th 
Congressional District of Kansas in the biennial election held in such 
district on November 4, 1958, and that he sincerely believes that 
except for the matters and facts hereafter set forth he was actually 
and should have been declared officially elected to such office; that 
his opponent in such election, Wint Smith, who was the Republican 
candidate for such office, was declared officially by the proper election 
authorities of Kansas, to have been elected to such office from said 
district at said election by a margin of 233 votes more than this 
yetitioner; that petitioner is contesting the right of the said Wint 
Smith to a seat in the 86th Congress of the United States as the 
representative from the 6th District of Kansas, and respectfully re- 
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quests the above committee to investigate thoroughly into the matters 
herein mentioned and all other matters deemed essential and pertinent 
to a fair and complete investigation of such election with respect to 
such congressional office, and, pending same, that, it recommend to 
the House of Representatives of the United States that Wint Smith 
be not seated prior to the completion of such investigation, and, upon 
completion of same, that this petitioner, Elmo J, Mahoney, be recom- 
mended and declared the lawfully elected Representative in the Con- 
gress of the United States from the Sixth Congressional District of 
Kansas, and be seated accordingly, with all the rights and obligations 
attendant upon such office. 

Petitioner states that according to his best information and belief 
he was defeated for such office in said election in the Second Ward 
of the City of Osborne, Osborne County, Kansas, (which precinct. is 
within the confines of said congressional district) by Wint Smith by 
ninety-six votes. That upon investigation of said election in said 
precinct he was informed by three members who served on the said 
precinct election counting board at such election that gross and im- 
proper fraud and election irregularities had occurred (involving pos- 
sible violation of the General Statutes of Kansas of 1949, Sections 
21-818, 21-820, 21-823, and 25-1718, particularly) in the handling 
and tabulation of the ballots by one member who was a judge of said 
counting board; that Ethel Williams, who served as a clerk on such 
precinct counting board for such election, and Lloyd Ayres, who 
served as a counting board judge thereon, have not only communicated 
this information orally to the County Attorney of such county, but 
have also testified to same in writing under oath, the original of which 
is in the custody of said county attorney; that true and correct copies 
of the sworn affidavits of said two people with respect thereto are 
attached hereto as Exhibits 1 and 2 sie are made a part hereof by 
reference (see exhibits 1 and 2, appendix II); that Clara Seidel, an- 
other judge on the counting board in said precinct at said election, has 
informed this petitioner orally of substantially the same facts as set out 
in the attached Exhibits and stated to petitioner that she would testify 
to the same under oath if requested to appear before any court or con- 
gressional committee looking into such election irregularities as set 
forth in the attached Exhibits; petitioner states that as a result of the 
activities and election irregularities recited in the said Exhibits and 
Clara Seidel’s oral ratification of the same, the official results of said 
election in said precinct are not and could not be correct. and that all 
ballots in said precinct should be thrown out and disregarded in 
arriving at the official election results with respect to said district con- 
gressional race, because it would be impossible to ascertain in any de- 
pendable manner exactly how many of these ballots were so altered 
and exactly how it affected this petitioner’s position in such precinet 
election and that the only fair and proper thing to do in such election 
would be to disregard completely the count for both the Republican 
and Democrat congressional candidate in the Second Ward of the City 
of Osborne, Osborne County, Kansas. 

Petitioner states further that in Kenneth Township, which is a 
voting precinct comprising generally the City of Hoxie, Sheridan 
County, Kansas, and which is located in said 6th Congressional Dis- 
trict of Kansas, at said above mentioned Congressional election of 
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November 4, 1958, this petitioner was defeated by the said Wint 
Smith by a count of 340 votes to 286 (after all within-state absentee 
ballots were also counted) or a difference at 54 votes; that the records 
of said election, and particular the poll books and tally sheets re- 
quired by Kansas law to be kept by the receiving and election boards 
in such elections, reflect. inexplainable inconsistencies in so many of 
the election contests held that day that petitioner feels the final count 
for any of the candidates, and especially that involving this petitioner, 
is not correct and is not susceptible of correction and does not reflect 
the true result of such election held in said precinct that day, and 
that as a result all ballots involving this congressional contest should 
be disregarded and not counted in arriving at the final figure for the 
congressional district: in said election; in support of this allegation 
petitioner alleges that the election records for the said Kenneth Town- 
ship, Sheridan County, Kansas, which are in the custody of the county 
clerk of Sheridan County, Kansas, and have been at all times since 
said election, show that a total of 677 votes were cast that day in said 
precinct election; that in counting and tallying the vote on Constitu- 
tional Amendment No. 3 the counting board reported 464 yes votes, 
159 no votes and at least 65 void ballots, and possibly 68 void ballots ; 
from the state of the record petitioner could not determine whether 
the board was reporting 65 or 68 void ballots with respect to that 
constitutional amendment; as a result, the board reported it counted 
688, and possibly 691 votes, on that amendment, whereas only 677 
were reported cast ; further, on the election contest for state representa- 
tive from the 103rd Kansas district, the tally sheet of said precinct 
showed 378 votes for W. O. Richardson, 263 for Ad Smith and 37 
void ballots, for a total count of 678 votes, or an excess of one on that 
race; the said tally books also showed on the Register of Deeds race 
382 votes for Wilma Liester and 267 for Mable Denison and 37 void 
ballots, for a total of 688 votes, or an excess of 11; the county attor- 
ney’s race was reported in said tally books as 340 votes for Joseph W. 
Fromme, 310 votes for Ray C. Sloan, with 37 void ballots, for an excess 
count of 10 more votes than were actually cast; in the Sheriff’s race 
the tally in said precinct showed 324 votes for Guy Currier, 324 for 
Phil Galagher and 37 void ballots, for an excess of 8 over the actual 
number listed as cast; in the Clerk of the District Court race the 
prapenct tally showed 338 votes for Minnie Corder, 307 for Esther 

isquibel, with 37 void ballots, for a total of 682 votes counted, or an 
excess of five; further, petitioner informs the committee that the 
receiving board in said township permitted the following persons to 
vote in said election although they were not residents thereof for 
voting purposes and said board knew or should have known that 
fact: Mrs. Tom Jamison (listed as vote +225 in the poll books) and 
Tom Jamison (listed as vote +226 therein), both of whom are and 
were and had been for quite some period prior to said election day 
residents of Valley Precinct Township, Sheridan County, Kansas, 
and Henry N. Ochs, Jr. (listed as vote #350 in said poll books) and 
Mrs. Henry N. Ochs, Jr. (listed as #vote 543 therein, both of whom 
were at said time voting residents of Spring Brook Township, Sheri- 
dan County, Kansas, only; petitioner states he feels that although 
no intentional fraud may have been committed, both the receiving 
and counting boards of said Kenneth Township, Sheridan County, 
Kansas, were so careless or disregarding of their election duties that 
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the final results of said election, and particularly that with respect 
to this petitioner, were not correctly reflected and that, particularly 
in view of the fact more votes were reported counted than cast as afore- 
said, it would be impossible to establish what the true result in such 
congressional race in said precinct actually was and that because of 
the above matters the count on the congressional race for all the 
candidates in Kenneth Township in said election should be thrown 
out and regarded in arriving at the final district total. 

Petitioner alleges further that in Mulberry Township, Ellsworth 
County, Kansas, in said aforementioned election, the counting board 
tally showed 21 votes for candidate Smith, 11 for Mahoney and one 
for a man named Jones, for a total of 33 votes counted, whereas the 
poll books showing the list of voters at said election in said precinct 
reflected only 32 votes had been cast in all; that as a result thereof 
and in fairness to all candidates concerned, the final count for said 
precinct with respect to said congressional election should be thrown 
out and disregarded in the total district tabulation for said congres- 
sional race. 

Petitioner alleges that in Almena Township, Norton County, Kan- 
sas, so many serious irregularities occurred in said election, with 
respect to all races, including that of petitioner, that the total vote 
for Congress in said precinct should be thrown out and disregarded 
completely in arriving at the final district tabulation. Petitioner 
states that in suid precinct he received 153 votes and Wint Smith 266 
for a difference of 113 votes, but that as a result of the activities of 
the election boards in said township that day the final count is not 
accurately reflected and could not be in view of such activities. Peti- 
tioner incorporates herein by reference and makes a part hereof as 
Exhibits 3 and 4 copies of the signed and sworn statements and affi- 
davits of Inez Keith, a clerk on the receiving board in that precinct 
that day (see exhibit 3, appendix ITT), and Ola J. Bright, a judge of 
the said township election counting board at said election (see exhibit 
4, appendix III), in support of this allegation. Originals of said 
copies, properly subscribed and sworn, are in the possession of peti- 
tioner and available for the committee upon request. 

Petitioner alleges that on November 11, 1958, at the time the within- 
state absentee ballots of said election were received and counted by the 
Board of County Commissioners of Norton County, Kansas, he re- 
ceived 6 votes and Wint Smith 22; however, petitioner believes that 
various and serious irregularities occurred in the handling and count- 
ing of said ballots to the extent that a true count was not reflected 
in said total reported, the nature of which irregularities are set out in 
copies of signed statements sworn to by George M. Breiner and Glenn 
F. Hicks, two persons in the room and at the counting at said time, 
attached hereto as Exhibits 5 and 6 and made a part hereof by 
reference. (See exhibits 5 and 6, appendix IIT.) 

Petitioner alleges that this Congressional District is huge in area, 
consisting of 26 counties and comprising more than one-fourth the area 
of the State of Kansas, and that it has been almost impossible, in the 
time which has elapsed since said election, to investigate thoroughly 
all said counties, but petitioner believes that there were numerous other 
serious election irregularities that day in other counties in the han- 
dling, counting, voiding and tabulating and reporting of this congres- 
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sional contest, so much so, that if correct, such irregularities, together 
with those specifically cited herein, would have shown this petitioner 
the winner of such contest over Wint Smith. Petitioner alleges he 
believes there were numerous congressional ballots voided in Rooks 
county, and particularly in Plainville Township therein, which should 
not have been thrown out: that the same situation existed in Cloud, 
Smith, Republic, Jewell, Osborne, Phillips and Norton counties, and 
that if such ballots were reviewed many of them would be reinstated 
as valid ballots in said congressional count and would affect materially 
in petitioner’s favor the final vote count. 

Petitioner alleges also that in the conduct of said campaign he was 
confronted with potholders on the face of which was printed “Re- 
member to Vote—Wint Smith for Congress—Republican”. That he 
has been told and has in his possession a signed affidavit indicating 
these potholders were given out free by the Wint Smith supporters, 
including those close to him in said campaign, despite the fact that the 
Laws of this state prohibit the giving of anything of value to induce 
or influence another to vote for a particular candidate. Petitioner 
alleges that candidate Smith knew or should have known this was going 
on but that he did nothing to stop it. 

Petitioner alleges that he has no remedy, legal or equitable, avail- 
able under Kansas law, to contest, change or invesitgate this congres- 
sional campaign and election with a view to affecting the final results, 
and therefore he earnestly solicits the help and assistance of this com- 
mittee in the manner above outlined, and in any other way the commit- 
tee has jurisdiction to or feels impelled to inquire, investigate and act 
with respect to this particular election contest, because petitioner feels, 
when such investigation has been completed and the true and correct 
results officially tabulated, he will be declared elected to the aforemen- 
tioned seat in the United States House of Representatives to represent 
the people of his district, the 6th congressional district of Kansas. 

Dated at Topeka, Kansas, December 11, 1958. 

Emo J. Manoney. 
Strate or Kansas, 
County of Shawnee, ss: 


Elmo J. Mahoney, being duly sworn, deposes and says that he was 
a candidate for the office of representative in the Congress of the United 
States from the 6th Congressional District of Kansas in the biennial 
election held on November 4, 1958, and that he is contesting the right 
of Wint Smith to a seat in the 86th Congress as the representative from 
that district; and that the grounds set forth in the foregoing and 
attached Petition are true to the best of his knowledge, information 
and belief. 

Exmo J. Manoney. 


Subscribed and sworn to before me, a Notary Public, this 11th day 
of December, 1958. 
[srt } Joun P. Kane, 
Notary Public. 
My term ends August 24, 1961. 
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CONCLUSION 


The committee was of the opinion that the complaint filed by Mr. 
Mahoney justified further investigation by the House of Representa- 
tives. It therefore recommended that the 86th Congress conduct such 
further investigation and make a final determination in the matter, or 
as soon as possible, consistent with its other duties. 


KENTUCKY—FIRST CONGRESSIONAL DISTRICT 


The First Congressional District of Kentucky consists of 17 counties 
in the extreme western section of Kentucky: the counties of Ballard, 
Caldwell, Calloway, Carlisle, Christian, Crittenden, Fulton, Graves, 
Hickman, Livingston, Logan, Lyon, McCracken, Marshall, Muhlen- 
berg, Todd, and Trigg. 

Since January 1937 the district has been ably represented by the 
Honorable Noble J. Gregory, Democrat, of Mayfield, in Graves 
County. Some slight changes in the First Congressional District were 
made prior to the 1956 elections, which is pertinent here only insofar 
as Logan County which had been in the Rieied Congressional Dis- 
trict was shifted to the First Congressional District. 

In Kentucky candidates for the United States House of Representa- 
tives are selected in a primary election, which for 1958 was held on 
May 27. For the First Congressional District the candidates for the 
Democratic nomination for Representative in Congress were the in- 
cumbent, the Honorable Noble J. Gregory, Frank A. Stubblefield of 
Murray, Calloway County; John Otis Pasco of Murray, Calloway 
County; Frank Leslie of Paducah, McCracken County; and A. L. 
Williams of Cunningham, Carlisle County. 

At the original tabulation of the votes, following the close of the 
polls, the Honorable Noble J. Gregory received 15,870 votes and Frank 
A. Stubblefield 16,302—a difference of 432 votes. The other three 
candidates each received a small number of votes, but the committee 
is not concerned with them. The vote in the 1958 primary compares 
with the vote in the 1956 primary in which the Sinope Noble J. 
Gregory defeated another primary opponent by a vote of 35,344 to 
19,222. 

In Logan County, where, as will appear below, the principal con- 
troversy arises, the Honorable Noble J. Gregory received 443 votes, 
Frank A. Stubblefield 2,279, and the other candidates 115. This 
compares with the 1956 Democratic primary vote in this county of 
Hon. Noble J. Gregory 1,054 votes and Elwood Gordon 3,824 votes. 

Following the original tabulation the Honorable Noble J. Gregory 
filed a petition for recount of the ballots in Marshall, Calloway, and 
Logan Counties, pursuant to section 122.060 of the Kentucky Revised 
Statutes. These 3 counties had cast a majority of the vote for Frank 
A. Stubblefield, whereas the other 14 counties had been carried by 
the Honorable Noble J. Gregory. The result of the recount by the 
proper court of the Commonwealth of Kentucky reduced the plurality 
of Mr. Stubblefield to 339 votes. (See exhibit 1, appendix IV.) 

During the pendency of the recount, Noble J. Gregory filed a peti- 
tion for contest pursuant to section 122.020 of the Kentucky Revised 
Statutes, a copy of which is set out as exhibit 2. (See exhibit 2, ap- 
pendix IV.) The contest proceeding, in general, is the proceeding by 
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which alleged election irregularities, other than a recount of the ballots, 
are reviewed. Without repeating all the allegations which are set out 
in the petition for contest, the Honorable Noble J. Gregory complained 
of voting irregularities in Logan County, including discrepancies in 
signatures between the registration books and the comparative signa- 
ture books, and of alleged improprieties in the preservation and accessi- 
bility of the voting paraphernalia. 

Among other pleadings, the successful candidate, Frank A. Stubble- 
field, filed a motion to dismiss, upon the grounds that the petition for 
contest was not sufficiently specific, a copy of which is set out as 
exhibit 3. (See exhibit 3, appendix IV.) The opinion of Special 
Judge Alex P. Humphrey of the circuit court of Calloway County, 
granting the motion to dismiss the election contest, is set out as exhibit 
4. (See exhibit 4,appendix IV.) The decision of Judge Humphrey 
dismissing the petition for contest was appealed to the Court of Ap- 
ae of Kentucky and on October 3, 1958, in an opinion of the court 

y Judge Montgomery affirming, exhibit 5, the decision (of the circuit 
court) dismissing the petition for contest was affirmed. (See exhibit 
5, appendix IV.) 

In substance the court of appeals held that under the strict statutes 
of Kentucky on the subject, the petition for contest must allege the 
names of the “persons whose votes are questioned where the casting 
of ineligible or illegal votes constitutes a ground of contest.” The 
court went on to say that the facts alleged as to the difficulty or im- 
possibility of obtaining the necessary records from the custodian 
thereof in Logan County were not sufficient to “have the mandatory 
provision of the statute nullified.” The court stated that the questions 
of whether a longer period of time for filing election contests should 
be provided, and, whether less specificity should be required, were 
matters for the legislature. 

At this point the Honorable Noble J. Gregory had exhausted his 
available remedies for review of the election by the duly constituted 
agencies of the Commonwealth of Kentucky. 

On or about October 6, 1958, the Honorable Noble J. Gregory filed 
under oath a complaint with this committee, exhibit 6. In his com- 
plaint he alleged in detail the facts with respect to the primary 
election, the recount efforts and the contest efforts described above. 
(See exhibit 6, appendix IV.) He alleged, in effect, that the strict 
statutes of Kentucky plus the inaccessibility of the registration records 
in Logan County made it impossible to obtain court review of the 
election irregularities in Logan County. With respect to Logan 
County, the complaint stated as follows: 


After examining the comparative signature books and regis- 
tration books in one and a half precincts in Logan County, 
Kentucky, counsel for Appellant found that fifty-nine sig- 
natures of the one hundred twenty-seven votes cast in one 
precinct in Logan County either did not compare with the 
signature in the registration book or else the person was not 
registered to vote at all. In another half precinct in Logan 
County, Kentucky, where approximately One hundred eighty 
votes were cast, in examining only ninety of the signatures, 
sixty-four of the ninety signatures examined of persons sup- 
posed to have voted in the precinct were either not the signa- 
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tures as shown in the signature books or else the person was 
not registered to vote at all. 


The complaint requested that the committee 


* * * conduct an investigation of the Primary Election 
held May 27, 1958, in Logan County, Kentucky, for the Demo- 
cratic nomination for the House of Representatives. 


The allegations of the complaint were such that they constituted a 
prima facie case for investigation. The committee’s policy, however, 
also provides that— 


in general the committee will not conduct investigations pur- 
suant to complaints received when the complainant has ade- 
quate remedies available under the laws of the State involved. 


It is true that in this instance there had been remedies available 
under the Kentucky Revised Statutes. On the other hand, examina- 
tion of the various court decisions and pleadings, described above, 
demonstrate conclusively that there had been no actual review of any 
alleged irregularities and that the statutory provisions for a primary 
election contest in Kentucky are.so restrictive as to make most diffi- 
cult the filing of an adequate petition for a contest, within the statu- 
tory time limitations. The petition for contest must be filed within 
15 days of the election and must specify the actual names of the 
voters or registrants whose balloting is being contested. Where 
wholesale irregularities are suspected and where a recount is also indi- 
cated by reason of a close vote, 15 days provide little time for prepa- 
ration of a specific petition. In addition, as pointed out in the opin- 
ion of the court of appeals, a contest petition cannot be amended to 
add names or other specifics after the 15-day period. Since there had 
been no actual court review of the facts and, in view of the rigid Ken- 
tucky statutory provisions for court review, the committee felt that 
at least a preliminary investigation into the matter should be made. 


COMMITTEE INVESTIGATION 


Kentucky Revised Statutes section 118.390 provides that the bal- 
lots, and ballot-box contents shall “remain in the office of the county 
clerk as a part of his records for a period of six months” after the re- 
sults of the election have been certified to the Secretary of State. Ex- 
actly how long after the May 27 primary this certification occurred is 
not clear and, as will appear later, is immaterial. 

With respect to comparative signature books, section 117.745 of the 
Kentucky Revised Statutes provides that they shall be retained “for at 
least the next two succeeding primary and general elections.” 

In view of the seriousness of the charges and to prevent any 
possibility of destruction of ballots or signature books prior to their 
examination by the committee, the following telegram was sent to 
Bailey Gunn, clerk of Logan County Court, on November 25, 1958: 

Honorable Battry Gunn, 
Logan County Clerk, 
Russellsville, Kentucky: 
You are commanded and directed to preserve, protect and 
keep inviolate for the House of Representatives of the United 
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States the ballots, ballot boxes, stubs, comparative signature 
books, voter registration books and all other election para- 
phernalia or papers used in connection with the primary 
election held on May 27, 1958, in Logan County, Kentucky, in 
the First Congressional District of Kentucky, pending fur- 
ther direction of this Committee, and pending receipt of 
subpoena issued by this Committee on this date. 


(Signed) Crirrorp Davis, 
Chairman, Special Committee To Investigate Cam- 
paign Expenditures for the House of Representa- 
tives, 1958. 

A subpena duces tecum, requiring these things was dispatched to 
the deputy United States marshal at Bowling Green, Ky., on the same 
day and served on November 28, 1958. A representative of the com- 
mittee was dispatched to Russellville, the Logan County seat. 

As set out in exhibit 7, a statement under oath of Bailey Gunn, 
Logan County court clerk, he had ordered the ballots, the comparative 
signature books, and all other election papers and materials except 
the voter registration books, ballot boxes, and master tally sheet 
destroyed on October 31 or November 1, 1958, in preparation for the 
general election which was held on November 4, 1958. (See exhibit 7, 
appendix IV.) His statements with respect to destruction are cor- 
roborated by the deputy jailer, Edgar J. Arnold, who did the actual 
burning. (See exhibit 8, appendix IV.) 

As is revealed by the aflidavit of Bailey Gunn, the Logan County 
court clerk in exhibit 7, by the affidavit of the clerk of Marshall 
County, attached to exhibit 7, by the affidavit of the clerk of the 
Lyon County court, exhibit 9 (see exhibit 9, appendix IV), and the 
affidavits of two former clerks of Logan County, exhibits 10 and 11 
(see exhibits 10 and 11, appendix IV), it has been the custom of many, 
if not all of the county-court clerks, to dispose of the contents of the 
ballot boxes just prior to the next succeeding election, whether or 
not the statutory period had expired. This practice was also con- 
firmed in personal interviews of other county-court clerks by a repre- 
sentative of the committee. 

Thus, the practice of destroying the ballots in time for the ballot 
boxes to be used at the next election, although strictly illegal, is appar- 
ently a generally accepted custom in the area. This custom, however, 
does not explain why they were destroyed at an early date in Logan 
County, when it appears that it was common knowledge that a com- 
plaint with respect to the primary election had been filed with the Con- 
om The only explanation of this by the Logan County clerk is that 

e had no formal notice of any complaint. Whatever possible justifi- 
cation there may have been for the illegal act of destroying the contents 
of the Logan County ballot boxes, the destruction of the comparative 
signature books is an entirely different matter. 

As was pointed out above the comparative signature books should 
be preserved “for the next two succeeding primary and general elec- 
tions.” This statute was passed in 1952. The county-court clerks 
interviewed by the committee’s representative, state that they had 
preserved the comparative signature books, even though they had 
destroyed the contents of the ballot boxes. The committee repre- 
sentative requested the Logan County clerk to inform him of any 
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clerk of whom he knew who had destroyed comparative signature 
books and no names have been forthcoming, even though affidavits 
with reference to the custom of destroying ballot-box contents have 
been supplied. Since comparative signature books have only been 
required since 1952 no employees of the Logan County clerk’s office, 
other than present employees, are available to substantiate the claims 
that comparative signature books have customarily been destroyed in 
Logan County along with the ballot-box contents. 

Since the entire basis of the Honorable Noble J. Gregory’s com- 

laint comprised discrepancies between the comparative signature 
Bock and the registration books in Logan County, the destruction 
of the comparative signature books makes impractical, if not actually 
impossible, the investigation of the alleged wholesale voting fraud 
in Logan County in the May 27, 1958, primary election. 


CONCLUSION 


First, there have been no charges or allegations by anyone that the 
successful candidate in the May 27 primary election, Frank A. Stubble- 
field, had anything to do with any irregularities. In fact, both the 
Honorable Noble J. Gregory and his attorney separately stated to the 
committee’s representative that,they did not charge him with any con- 
nection with the irregularities nor did they believe that he participated 
in them. Nothing has come to the attention of the committee which 
would indicate anything other than that Frank A. Stubblefield is a 
man of the highest integrity and honesty. 

Second, the committee has been able to find no violations of Federal 
law in the conduct of the May 27, 1958, primary in the First Congres- 
sional District of Kentucky. There would appear, however, to have 
been clear violations of local law in connection with the destruction of 
ballots and comparative signature books in Logan County and the de- 
struction of ballots in other counties. It cannot be proved that the 
destruction of the voting material was designed to thwart an investiga- 
tion by the Congress, but the facts are certainly susceptible of that 
conclusion. It is the opinion of this committee that, in view of the 
time limitations, this matter must be closed so far as this committee is 
concerned and that copies of this report should be made available to 
the proper officials in Kentucky for any punitive or remedial action 
they deem desirable. 

Finally, despite the fact that there is no claim, charge, or evidence 
that the successful candidate had anything to do with the alleged 
irregularities, this matter is the cause of greatest concern to this com- 
mittee. The illegal destruction of ballots and other election parapher- 
nalia, resulting in thwarting review of the election for the Congress 
by this committee, is a direct threat to the democratic process which 
cannot be tolerated. In fact, when the Legislature of Kentucky or- 
dained that comparative signature books should be preserved for at 
least the next two succeeding primary and general elections, it must 
have believed that their preservation was necessary for the proper con- 
duct of future elections. As a consequence, the destruction of the com- 
parative signature books in Logan County not only raises doubts with 
respect to the May 27 primary in Logan County but casts a shadow, 
at least, on the legality of the coming 1960 primary and general elec- 
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tion in that county involving Representative in Congress, Senator in 
Congress, President and Vice President. Accordingly, this matter 
should be referred by the Congress to the Committee on House Admin- 
istration for such further investigation or action as it may deem 
desirable or necessary. 


MARYLAND—FIRST CONGRESSIONAL DISTRICT 


On December 12, 1958, the committee received a sworn complaint 
from Marvin Smith, a registered voter in the First Congressional 
District, State of Maryland. The text of the complaint, together with 
exhibits, is as follows: 

Marvin H. Surrn 
Attorney-at-Law 
Law Building, Denton, Maryland 
Denton 225-226 
DeceMBER 11, 1958, 
Honorable Ciirrorp Davis, 
Chairman, Special Committee to Investigate Campaign Ex- 

penditures, 1958, 1321 House Office Building, Washington 26, 

D.C. 

Dear Mr. Cuatrman: I should like this to be considered a formal 
complaint to your Committee under the jurisdiction provided in House 
Resolution 683, 85th Congress. It is my understanding that under the 
provisions of that Resolution, your Committee is directed to investi- 
gate and report to the House, with respect to the following, among 
other things: 

“3. The use of any other means (other than financial) or influ- 
ence for the purpose of aiding or influencing the nomination or 
election of such candidate (for Congress) ; 

“4. Any violations of United States statutes pertaining to 
elections; 

“5. Any violation of United States or State statutes which 
would affect the qualifications of a candidate for membership in 
the House of Representatives within the meaning of Article 1, 
Section 5, of the Constitution of the United States; 

“6. Such other matters in connection with the campaign which 
the Committee deems to be in the public interest, and which in its 
opinions would aid the House of Representatives in enacting 
remedial legislation or in deciding any contests involving the right 
to a seat in the House of Representatives.” ? 

With this direction from your parent body, the House, in mind, 
1 feel sure that the complaints which I have herein enumerated against 
Thomas F. Johnson, of Berlin, Maryland, Democratic candidate for 
Congress from the First District of Maryland in the recent election, 
are of sufficient weight to cast serious doubt upon the seating of said 
candidate. 

As a registered voter of the Fifth Election District of Caroline 
County, Maryland, I would like to present the following sworn and 
documented complaint against Mr. Johnson, inasmuch as I believe that 


1 Committee Print, Special Committee to Investigate Campaign Expenditures, 1958, U. §. 
House of Representatives, page 3. 
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the facts herein definitely prove that he has violated Federal law in at 
least two instances for which there are serious penalties involved upon 
conviction. 


I. Violation by Thomas F. Johnson of U.S. C., Title 18, Section 599 


First, I charge that Thomas F. Johnson has openly and willingly 
violated 18 U.S. C., sec. 599, which states : 


“Src. 599. Promise of appointment by candidate. 


“Whoever, being a candidate directly or indirectly promises or 
pledges the appointment, or the use of fis influence or support for 
the appointment of any person to any public or private position 
or employment, for the purpose of procuring support in his candi- 
dacy shall be fined not more than $1,000 or imprisoned not more 
than one year, or both, and if the violation was willful, shall be 
fined not more than $10,000 or imprisoned not more than two 
years, or both. June 25, c. 645, 62 Stat. 721. 

This he has done by his own admission as shown in a preelection 
statement he filed with the Clerk of the House, as required by 18 
U.S. C., sec. 307 (a) (3), on October 24, 1958, received by the Clerk 
of the House on October 27, 1958, and notarized by “Peggy J. Bishop” 
of Worcester County, Maryland. In said statement the following 
appears on page 3: 

“T further certify that the following is a correct statement of 
every promise or pledge made by me or by any person for me with 
my consent, relative to the appointment or recommendation for 
appointment to any person to any public or private position or 
employment for the purpose of procuring support in my can- 
didacy, and the name, sate and occupation of every person to 
whom any such promise or pledge has been made, together with 
the description of the respective positions or employments relat- 
ing to which such promises or pledges have been made (sec. 307 
(a) (3)), viz: 

“Agreed to recommend Benjamin Wharton of Cecil County, 
Maryland for appointment to West Point, subject to his 
qualifications. 

(Signed) Txomas F. Jonson.” 


These statements are available for inspection in the office of the File 
Clerk, Room 522, House Office Building. 

This would seem to all intents and purposes a direct and willful 
violation of the Federal Corrupt Practices Act, and with the sworn 
admission of Mr. Johnson that hedid so. It also would seem to appear 
that he has committed perjury by filing two sworn statements in 
obvious conflict. There seems to be no question but that a violation has 
taken place. It would seem therefore that there should be prosecution 
under existing law—or the law should be repealed. 











40 CAMPAIGN EXPENDITURES, 1958 


II. Violation by Thomas F. Johnson of U.S. C., Title 18, Section 612 


Secondly, I charge that Thomas F. Johnson, has knowingly and 
willfully violated or permitted a violation on his behalf, of 18 U.S. C., 
sec. 612 (known as the Powers Act), which states as follows: 


“612. Publication or distribution of political statements. 

“Whoever willfully publishes or distributes or causes to be 
published or distributed, or for the on oe of publishing or dis- 
tributing the same, knowingly deposits for mailing or delivery or 
causes to be deposited for mailing or delivery, or except in cases 
of employees of the Post Office Department in the official dis- 
charge of their duties, knowingly transports or causes to be trans- 
ported in interstate commerce any card, pamphlet, circular, poster, 
dodger, advertisement, writing or other statement relating to or 
concerning any person who has publicly declared his intention to 
seek the office of President, or Vice President of the United States, 
or Senator or Representative in, or Delegate or Resident Com- 
missioner to Congress, in a primary, general, or special election, 
or convention of a political party, or has caused or permitted 
his intention to do so to be publicly declared, which does not con- 
tain the names of the persons, associations, committees, or corpora- 
tions responsible for the publication or distribution of the same, 
and the names of the officers of each such association, committee, 
or corporation, shall be fined not more than $1,000 or imprisoned 
not more than one year, or both.” 


This violation was accomplished by the distribution of the attached 
circular (see exhibit 1, appendix V) in almost all the towns and cities 
of the First District of Maryland within hours after it appeared in the 
Washington Post-Times Herald of October 31,1958. It subsequently 
was distributed through the United States mails to certain registered 
voters of the District. It was placed without postage thereon in cer- 
tain of the rural mail boxes of northern Caroline County. 

This circular was signed by only one line namely, “By authority 
of the Citizens Committee for Tom Johnson for Congress.” Said 
committee as of December 10, 1958, had not registered with Federal 
authorities. When inquiry was made on November 13, 1958, it was 
found that this committee had failed to file a designation of Treasurer 
with the Secretary of State of Maryland as required by Section 213 of 
Article 33 of the Annotated Code of Maryland (1957 edition). 

Your complainant is reliably and credibly informed and verily 
believes that arrangements for the printing and distribution of said 
circular were effected by a member of the campaign staff of Mr. John- 
son. It is apparent from an examination of the union label thereon 
that the actual printing of said circular was done in the District of 
Columbia. The cost thereof does not appear in the statement filed by 
Mr. Johnson with the Clerk of the House. 

I am taking the liberty of attaching hereto (see exhibit 2, appendix 
V) a letter received by me from Congressman Miller pointing out the 
deliberate falsehoods that this circular contains. 


Conclusions 


It is quite apparent from the facts set forth herein, that Thomas F. 
Johnson, Democratic candidate for Congress from the First District 
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of Maryland, in the election of November 4, 1958, has violated Federal 
law in at least two instances and it is the earnest plea of your peti- 
tioner that he be prosecuted to the extent provided in law, and, within 
the power of the House, that he be judged unfit to take his seat as a 
Representative. 

1 swear that the statements herein contained are to the best of my 
knowledge true and I pray favorable and swift action upon my 


complaint. 
(Signed) Marvin H. Smith, 
(Typed) Marvin H. Suire 
318 Maple Avenue, Federalsburg, M aryland. 


Stare oF MARYLAND, 
Caroline County, to wit: 

I neresy certiry, That on this 11th day of December, 1958, before 
me, the subscriber, a Notary Public of the State of Maryland, in and 
for Caroline County aforesaid, personally appeared Marvin H. Smith, 
and made oath in due form of law that the matters and facts set forth 
in the aforegoing Complaint are true and correct to the best of his 
knowledge, information and belief. 

(Signed) Virginia D. Towers, 
(Typed) Virernra D. Towers, 
Notary Public. 


CONCLUSION 


The committee considered the complaint in executive session on 
December 16, 1958. The complaint aflegtell violations of the Federal 
Corrupt Practices Act. The committee, therefore, pursuant to the 
direction of the resolution creating it, referred the matter to the Attor- 
ney General of the United States for his attention and whatever action 
he deems appropriate in the circumstances. 


MINNESOTA—NINTH CONGRESSIONAL DISTRICT 
On November 27, 1958 (Thanksgiving Day) the committee received 
a complaint from the Honorable Coya Knutson, Representative in 
Congress from the Ninth Congressional District, State of Minnesota. 
The text of the complaint, together with exhibits submitted in support 
thereof, is as follows: 
SrpecraL Committee To Investigate Campaign ExpEenpDrrures, 1958 
United States House of Representatives 
Cora KNUTSON, PLAINTIFF 
v. 
Opin LANGEN, DEFENDANT 


COMPLAINT 


Now comes Coya Knutson, Petitioner, and requests and petitions 
the Special Committee to Investigate Campaign Expenditures, 1958, 
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United States House of Representatives, to institute an investigation 
of the election held on November 4, 1958, in the 9th Congressional 
District of Minnesota, and for her cause states as follows: 

1. Petitioner states that she is the incumbent Congresswoman 
representing the 9th Congressional District of Minnesota in Congress. 
Petitioner further states that on November 4, 1958, she was a candidate 
for reelection in the regularly scheduled general election. Petitioner’s 
only opponent in said election was one Odin Langen. 

2. Petitioner lost said general election by only 1390 votes; thereby 
a change of only 696 votes out of a total of 94,336 votes would have 
meant Petitioner’s election. 

3. Petitioner advises that beginning May 4, 1958, and progressively 
since that time Petitioner’s husband publicly and repeatedly made 
certain charges against Petitioner, said charges being false in fact, 
the results which were to seriously affect the election results to the 
detriment of Petitioner. On information and belief, as shown herein, 
Petitioner alleges that such charges by her husband were a basic part 
of a malicious conspiracy by persons attached to and associated with 
defendant’s campaign, that said conspiracy was carried out with 
Defendant’s knowledge, actual or constructive, and that the entire 
malicious campaign constituted a fraud on the voters of the 9th Con- 
gressional District of Minnesota, and that had such fraud not been 
perpetrated the results of the voting would have been different. 

4. Specifically there was caused to be released to the press a letter 
dated May 4, 1958, signed by Petitioner’s husband. 

5. Said letter of May 4, 1958, contained statements which were false 
and which adversely bore on Petitioner’s capability in the discharge of 
the duties of her office. 

6. Petitioner alleges on information and belief that in actual fact 
this letter was handwritten by someone other than Petitioner’s hus- 
band, and Petitioner’s husband was not advised as to the authorship 
and actual handwriting of such letter. Petitioner’s husband did sign 
the typed copies of such letter but did not sign the original hand- 
written copy and, in actual fact, Petitioner’s husband was never given 
nor shown the original handwritten letter until long after the release 
of such letter. There is attached hereto as Exhibit 1 a photostatic 
copy of such letter of May 4,1958. (See exhibit 1, appendix VI.) 

. While Petitioner does not know the actual authorship of said let- 
ter of May 4, 1958, Petitioner’s husband, to the best of his knowledge, 
advises that he recalls and believes that said letter was handed to him 
by one James Turgeon, of Oklee, Minnesota, also the residence of 
Petitioner and Petitioners husband, and Petitioner’s husband believes 
that said James Turgeon asserts authorship and actual handwriting 
of said letter of May 4, 1958, but on information and belief Petitioner 
asserts that the actual authorship and actual handwriting of said 
letter was in fact that of a person or persons other than said James 
Turgeon, and, further Petitioner believes that person or persons were 
associated with the campaign of Defendant, and did write such letter 
with the knowledge, actual or constructive, of Defendant, and/or 
Defendant acquiesced in and sanctioned such actions. 

8. Petitioner’s husband advises that during the period beginning 
May 4, 1958, and continuing until and after the election on Novem- 
ber 4, 1958, one Maurice O. Nelson of Fosston, Minnesota, consulted 
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with the Petitioner’s husband on a professional relationship as attor- 
ney for petitioner’s husband and that some of such consultation did 
in fact deal with the same general subject matter as the said letter of 
May 4, 1958, to wit, the relations of Petitioner’s husband to Petitioner. 
Petitioner further alleges on information and belief that said Maurice 
QO. Nelson of Fosston, Minnesota, did, during the campaign leading 
to the general election of November 4, 1958, act as Chairman of the 
Odin Langen for Congress Volunteer Committee, said Odin Langen 
being the Defendant named herein. 

9. During the entire campaign the question of the relationship be- 
tween Petitioner’s husband and Petitioner, as allegedly affected by 
Petitioner’s Administrative Assistant (“Executive Secretary”), was 
made a subject of conversation and press articles, and that the alle- 
gations made in such conversation and press statements consistent with 
the general character of the said letter of May 4, 1958, did operate to 
the serious detriment of Petitioner’s campaign and success in such 
campaign, and constituted a source of malicious gossip affecting Peti- 
tioner’s campaign and success in such campaign. 

10. This campaign of malicious gossip and slander culminated in 
the publication of newspaper articles on or about November 4, 1958, to 
the effect that Petitioner’s husband had through Washington counsel, 
Benedict F. FitzGerald, Jr., brought suit against the Administrative 
Assistant in Petitioner’s congressional office for alienation of Peti- 
tioner’s affections with respect to Petitioner’s husband and for slan- 
der against Petitioner’s husband. In fact, this was the first informa- 
tion that the Petitioner had that any such suit was being brought. On 
information and belief Petitioner alleges that the said Defendant, 
Odin Langem, claimed knowledge of such suit prior to the actual 
bringing of such suit. 

11. On further information and belief, Petitioner alleges that said 
Maurice O. Nelson of Fosston, Minnesota, who acted as Petitioner’s 
husband’s attorney and who was associated officially with Defendant 
in his campaign, was and is well known to Petitioner’s husband’s 
attorney in Washington, Benedict F. FitzGerald, Jr., who brought 
said suit on behalf of Petitioner’s husband against Petitioner’s Admin- 
istrative Assistant. On further information and belief, Petitioner al- 
leges that the request for the filing of such suit by Petitioner’s hus- 
band by said Benedict F. FitzGerald, Jr., was in fact accomplished 
through the professional offices of Maurice O. Nelson as attorney to 
Petitioner’s husband, or with the knowledge of said Maurice O. Nel- 
son, and that the information obtained by Maurice O. Nelson in this 
capacity at this and at other times during the campaign were made 
known to Defendant in his campaign against Petitioner. 

12. Petitioner further alleges that by a handwritten letter of No- 
vember 22, 1958, signed by Petitioner’s husband, said Petitioner’s 
husband advised Petitioner’s Administrative Assistant that he had 
dropped the case against said Administrative Assistant, that he wrote 
“the Judge and FitzGerald” about this, that he had “fired” Fitz- 
Gerald, and further that Petitioner’s husband stated “Understand 
that I have nothing against you and the idea of suing om was not my 
idea in the first place. I’m sorry that I caused so much trouble. But 
please understand that people who wanted Coya to be beat started 
this whole thing.” A copy of said letter is attached as Exhibit 2. 
(See exhibit 2, appendix VI.) 
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13. Attached to said letter from Petitioner’s husband to Petitioner’s 
Administrative Assistant, Petitioner’s husband transmitted a copy of 
a letter dated November 21, 1958, addressed to “Dear Judge,” in which 
Petitioner’s husband advised that he had “fired” his lawyer, Benedict 
F. FitzGerald, Jr., and stated “It wasn’t my idea in the first place” to 
bring such suit. In the same letter Petitioner’s husband advised “My 
lawyer, Maurice O. Nelson of Fossten, Minnesota, told me I could get 
out of all this by writing you.” A copy of said letter is attached as 
Exhibit 3. (See exhibit 3, appendix VL.) 

14. There is attached hereto as Exhibit 4 a copy of a letter dated 
November 21, 1958, from Petitioner’s husband to Benedict F. Fitz- 
Gerald, Jr., in which Petitioner’s husband advises that he is “firing” 
him as his lawyer because said FitzGerald did not drop the case 
against Petitioner’s Administrative Assistant as he had been requested 
to by Petitioner’s husband. In said letter, Petitioner’s husband ad- 
vises “I told you I didn’t have any money when you said you could 
prove the two counts against” Petitioner’s Administrative Assistant. 
“I told you I didn’t have any evidence but you went ahead on your 
own. A lot of innocent people got hurt, including me. A lot of 
people said they were trying to help me but they really just wanted 
to get Coya defeated.” (See exhibit 4, appendix VI.) 

15. During the campaign said Maurice O. Nelson, in his capacity 
as Chairman of the Odin Langen for Congress Volunteer Committee, 
and with the knowledge, actual or constructive, and the acquiescence 
and sanction of Defendant, asserted a false charge of absenteeism 
against Petitioner referring to “the fact that Petitioner missed 41 out 
of 92 rollealls.” Petitioner is not certain where these statistics were 
obtained, but on information and belief Petitioner asserts they are not 
correct and Defendant knew or should have known that they were not 
correct. In actual fact, there were 193 rollcalls on issues during the 
entire Session and Petitioner maintained an overall average of at- 
tendance at roll calls at both Sessions of 88% plus. Petitioner 
alleges on information and belief that this charge of absenteeism was 
not only false but was known to be false to Defendant and that a ma- 
terial effect of said charge was to effect to the detriment of Petitioner 
the voting on November 4, 1958. Petitioner attaches hereto As Ex- 
hibit 5 a photostat of page six from the Kittson County Enterprise, 
Hallock, Minnesota, of Wednesday, October 29, 1958, in which said 
Nelson’s charge with reference to absenteeism is reported. (See ex- 
hibit 5, appendix VI.) Petitioner also attaches as Exhibit 6 an issue 
of Congressional Quarterly on the week ending October 17, 1958, in 
which Petitioner’s actual record on roll calls is reported. (See exhibit 
6, appendix VI.) 

16. Petitioner alleges on information and belief that said Maurice 
Nelson in his official capacity in the campaign on behalf of Defendant 
falsely accused Petitioner of paying salaries to persons in Petitioner’s 
official capacity as Congresswoman who were not in fact entitled to 
such salaries on the ground such persons were not doing any work for 
Petitioner in her official capacity as Congresswoman. There is at- 
tached hereto as Exhibit 7 a statement ascribed to Maurice O. Nelson 
reported in the October 21, 1958, edition of the Bemidji Daily Pio- 
neer. (See exhibit 7, appendix VI.) Petitioner alleges such charges 
to be false and that on information and belief that said Maurice Nelson 
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knew or should have known that such charges were false, and that 
said charges were made by Maurice O. Nelson with full knowledge of 
Defendant. 

17. Petitioner alleges that Petitioner does not have adequate reme- 
dies available under laws of the State of Minnesota to correct and rec- 
tify the alleged charges set forth above and that in these cirmcum- 
stances, Petitioner must seek investigation by the Special Commit- 
tee to Investigate Campaign Expenditures, 1958, United States House 
of Representatives. Petitioner further sets forth that she has stated 
sufficient reasons to establish a prima facie case requiring investiga- 
tion by said Committee. 

Wuererore Petitioner requests that the Special Committee to In- 
vestigate Campaign Expenditures, 1958, United States House of Rep- 
resentatives, conduct an investigation of the election held November 4, 
1958, in the 9th Congressional District, Minnesota, for election to the 
House of Representatives. 

The Petitioner, Coya Knutson, says that to the best of her knowl- 
edge, information and belief, the statements in the foregoing petition 
are true. 

(Signed) Coya Knutson. 
(Typed) Cora Knutson. 


Subscribed and sworn to before me by Coya Knutson this 27th day 
of November, 1958. 
[sEAL | 
Marre Munoz, 
Notary Public, District of Columbia. 


My commission expires December 15, 1961. 

Subsequent to receipt of the complaint, the committee received the 
following affidavits of Charles A. Appel, Jr., document examiner, 
who later testified at public hearings before the committee. 


Telephone Mary C. APPEL 
EMerson 3—0233 Associate 
Cuartes A. Appr, JR. 


Document Examiner 


3383 Stephenson Place NW., Washington 15, D. C. 


NoveMBer 29, 1959. 
Congresswoman Cora Knutson, 
Old House Office Building, 
Ist and Pa. Ave. NE., Washington, D.C. 


Dear Mapam: An examination was made of the documents submit- 
ted to me consisting of : 
1. “Press Release” from Andy Knutson, Crookston, Minn., May 
4, 1958, “I have requested to my wife.” 
2. Writing examples of Andrew Knutson, including letters of 
April 29, 1958 to you (carbon copy), letter to “Kjeldahl Nov. 22, 
1958,” letter to Chairman May 4, 1958. 
The purpose of the examination was to ascertain whether there is in 
the writings evidence of who wrote the item 1, that is whether it was 
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written by Andrew Knutson, as purported or was not written by him, 
is a forgery, and was written by someone else. 

It was found to be obvious that the writing designs of item 1, are 
entirely different from those of Andrew Knutson, as shown in item 2 
specimens. By this is meant the forms of letters and words. Such 
forms are derived from fixed designs taught writing students by means 
of copy books which are imitated by students over and over until the 
copies are good resemblances of the letter and word shapes. 

Different copy book designs are sometimes completely contrary to 
each other, not only in the shape of the letters but in the required 
movements of the pen to create them. For instance the Vertical 
Style is completely contrary to Palmer. 

In addition, different students gradually change conventional de- 
signs, as they pass from school to school (with or without successive 
exposure to copy books of divergent design), and after maturity. 
The reason is the development of automatic writing skill by motions 
more or less unconscious. Persons who gain this degree of skill, as do 
most business men, have to write down information so that it may be 
read back, but without time to spend on beauty of design. Therefore 
individual letters and words become distorted to enable speed. This 
does not interfere with reading, too much, because words are recog- 
nized by the word form instead of combination of letters. 

Item 1, is highly skilled writing, distorted by automatic speed habits, 
showing that the original style or styles learned plus the individual 
means of holding and using the pen, are unusual, utilizing some 
adaptation of adjustment, as a left hand writer does, in order to ap- 
proximate average writing appearance. The slant is left of vertical, 
vertical and right of vertical in the same composition, in a normal way 
and without disguise or arbitrary manipulation, as is evident from the 
speed. There are no signs of arbitrary changes in item 1 to control 
the appearance or the design or letter shapes, each part being con- 
sistent with the next. At the same time, as stated, this writer, as a 
habit, varies the slant much more than most writers. This is the 
result of the unusual way of holding and using the pen, as stated, 
such as with the left hand, compensated fully by acquired habit of 
motion, yet leaving evidence in the writing forms. 

The writing of Andrew Knutson, item 2, is completely different in 
the design or writing style, slant, size, and nearly every other feature. 
Some forms are constructed with motions completely o posite to those 
with which item 1 was written, for instance the ca itad ho tomes” 
of Mr. Knutson has the form of one copy book style beginning at the 
upper left and ending at the lower right. The “I” of item 1 is written 
beginning at the lower left and ending at the lower right, thus the mo- 
tion on the long curved staff line is directly opposite. 

In the same way comparison of the same letters shows the designs 
are entirely different in items 1 and 2, 

It is possible for a person to learn and write two different styles. 
When this is the case some of the small forms display similar motions 
of execution, which become habitual. 

Accordingly the more minute forms, such as those of changing di- 
rection were compared. No similarity was found. 
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As the writing habits are completely different, it is concluded that 
item 1 was not written by Andrew Knutson, writer of item 2, but by 
someone else. 

Sincerely yours, 
/s/ Charles A. Appel, Jr. 
/t/ Cuartes A. Appet, Jr. 


P. S. The attached “Trial Brief” gives the qualifications of the 
‘examiner as these are given in testimony, plus cases in which testimony 
was given since its preparation. 

Before me, the undersigned Notary Public, the aforesaid examiner, 
Charles A. Appel, Jr., appeared and certified that this report is the 
truth, the whole truth and nothing but the truth, subscribing his sig- 
nature thereto, this 29th day of November, 1958. 

[SEAL | /s/ Auvin Bernstein, Notary Public. 


My commission expires July 31, 1962. 





Telephone 
EMerson 3—0233 
Mary C. APPEL 

Associate 


Charles A. Appel, Jr. 
Document E'waminer 
4383 Stephenson Place NW., Washington 15, D. C. 


Nov. 29, 1958. 
Congresswoman Cora Knutson, 
Old House Office Building, 
1st and Pa. Ave. NE., Washington, D.C. 


Dear Mapam: An examination was made of the documents sub- 
mitted, consisting of : 

1. “Press Release” from Andy Knutson, Crookston, Minn., 
May 4, 1958, “I have requested to my wife.” 

2. Writing examples of Andrew Knutson. 

3. Writing examples of Maurice O. Nelson, of Fosston, Minn. 

The purpose of the examination was to ascertain whether there is 
evidence in the writings that item 1 was written by Andrew Knutson, 
or someone else, and 1f by someone else whether it was written by 
Maurice O. Nelson, item 3. 

It was found that the design and all features of item 1 differ com- 
pletely from those of Andrew Knutson, item 2. It is possible for a 
person to write more than one design. Comparison of motion habits 
shows however, that the unconscious, automatic movements used by 
Andrew Knutson, differ completely from those shown in item 1. 

Accordingly it is concluded that item 1 was not written by Andrew 
Knutson, item 2, but was written by another person using entirely 
different writing habits. 

The general design, slant, size, spacing, and similar features of 
item 1 are similar to those of item 3, the writing of Maurice O. Nelson. 
This causes a general appearance of similarity. Such a general simi- 
larity might exist because of accidental coincidence. 
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Accordingly a study was made of the smallest motion forms which 
are the most unconscious and automatic, in items 1 and 3. 

It was found that these are the same, distortions of letter forms 
caused. by automatic motion habits existing in each in a combination 
of independent factors too extensive to result from accident, coinci- 
dence, or anything but acts of the same person. 

In order that this evidence may be understood the following partial 
description of individual features is given: 

1. “n” forms are distorted by automatic speedy motion, spread- 
ing the letter horizontally, especially when ending the word (see 
“Nelson” item 3, and “Knutson” item 1), yet twisting the center 
as it dips and rises so it does not retrace. In other words different 
distortions of “n” particularly affect this center so that it varies, 
according to speed. When most rapid it becomes a counter- 
clockwise “u” motion. There are innumerable examples of the 
peculiar “on” shape in item 1, which shows the fast twisting, dis- 
torted motion habitual to Nelson, item 3, in “on.” As this com- 
bination is written very frequently in the name of Nelson, it has 
become peculiar to him. 

2. “©” is peculiar in starting with downward motion without 
loop (see “Crookston” item 1, and “Christmas”, as compared with 
“Check” item 3). 

3. “o” starts and stops at the top (Others at either side) where 
the curving lines begin and end, the curves then widening toward 
the bottom so as to make the letter rounded more than other 
writers who speed up with automatic motion. Capital “O” also 
begins and ends at the top where it is slightly open. The “on” 
combination shows the rounding effect and the “o” also tends to 
become very small, compared to other letters, as speed increases. 

4. “f” is distorted compressing the upper loop which becomes 
a single line (as is the tendency with “h”). There is distortion 
also of the lower loop which has much more pen pressure on the 
left, downward motion, than the following upstroke on the right. 
In “of” the pen motion stops on this up motion. This word “of” 
thus has a distorted word form with the rounded “o” connected 
to the top of the “f” which has only a curve down at the top and 
the lower loop ends with the upward motion. 

5. “r” is distorted in a peculiar way the horizonal top being 
condensed and twisted according to the word and speed. At the 
beginning of a word (see “return”, item 8, and “reason” third 
from last line first page, “relation” second line second page, 
item 1) “r” shows the pen moved up to the upper left of the 
letter then twisted down slantingly to the right when a twist 
back and around occurs to end the letter and connect with the 
next. This is what is left of the right hand end of the top hori- 
zonal line, thus condensed more or less according to speed. Other 
forms show exaggerated width and the simply up and down mo- 
tion which is the total abbreviation. If “r” impressions are 
studied with magnification the variations in items 1 and 3 are 
found to be extreme in width changes, in this twist at the right 
and the widening exaggeration, a series of personal peculiarities 
of this writer. 
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6. “h” to gain speed and free motion the upper loop is com- 
pressed while the ending arcade form is widened to the right not 
retracing up the staff yet retaining some rounding arcade or angle 
from which the line curves up to the next letter which makes a 
very wide form. 

7. “M” (see “May”, “Min.” in item 1, “M”, “Maurice” item 3,) 
is distorted by habitual speedy motion the first arcade from being 
abbreviated completely to a downward motion, the central arcade 
rounded and wide and the final form is distorted to move the pen 
to the next letter, according to the word, speed and similar influ- 
ences. The “N” shape shows similar barat of motion. 

8. “t” has a loop staff or retraced line according to the speed 
with a relatively ee cross located so it goes over the staff. In 
the “to” combination a word form distortion creates a similar 
series of shapes in both writings. 

9. “e” tends to be rounded and very small or larger in the same 
word according to speed so that there is a series of distorted shapes 
for this letter which series is similar in these respects in items 1 
and 3. 

10. “w” is a series of “u” shapes without upstroke and the con- 
nection to the next letter is shorter than the first two “u” forms yet 
also curves or continues the motion. 

11, “i” is sometimes very small being just an up and down 
check in the curving line. 

The above description is partial only. It is not any one feature but 
the combination of all which proves that the questioned writing item 
1 was written by Maurice O. Nelson, item 3, and no other. 

The attached “Trial Brief” shows the qualifications of the writer as 
these are given in testimony, plus additional cases assigned to the 
examiner if desired. 

Sincerely yours, 

/s/ Charles A. Appel, Jr. 
/t/ Cartes A. Appx, Jr. 

Before me, the undersigned Notary Public, the aforesaid examiner, 
Charles A. Appel, Jr., appeared and certified that this report is the 
truth, the whole truth and nothing but the truth, subscribing his sig- 
nature thereto, this 29th day of November, 1958. 

/s/ Attn Bernsretn, Notary Public. 

My commission expires July 30, 1962. 
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Telephone Mary C. APPEL 
EMerson 3-0233 Associate 


Cuartes A. AppE., JR. 
Decument Examiner 
3383 Stephenson Place NW., Washington 15, D.C. 


NoveMBer 29, 1958. 
Congresswoman Cora Knutson, 
Old House O fice Building, 
1st Pa. Ave. NE., Washington, D.C. 

Dear Mapam: An examination was made of documents submitted 
<r of: 

“Press Release” from Andy Knutson, Crookstown, Minn., 
May 4, 1958, “I have requested to my wife.” 

2. Writing examples of James D. Turgeon. 
It was found that Mr. Turgeon writes a different style of basic de- 
sign, from that in item 1. In addition his writing habits of holding 
and moving the pen do not conform to the motion habits exhibited in 
item 1. This causes letter and word forms to have different shapes. 
These shapes, particularly those which distort in order to facilitate 

automatic movement of the pen, display the habits. 

Accordingly it is concluded that James D. Turgeon did not write 
item 1. 

The attached “Trial Brief” gives the qualifications of the examiner 
as these are given in testimony, plus cases handled since its prepara- 
tion, if desired. 

Sincerely yours, 
/s/ Charles A. Appel, Jr. 
/t/ Caries A. Appet, Jr. 


Before me, the undersigned Notary Public, the aforesaid examiner, 
Charles A. Appel, Jr., appeared and certified that this report is the 
truth, the whole truth and nothing but the truth, subscribing his signa- 
ture thereto, this 29th day of November, 1958. 


/s/ Atvin~ Bernsretn, Notary Public. [srav] 
My commission expires July 31, 1962. 





Tria Brrer 


To qualify as Document Examiner 


Full name: Charles Andrew Appel, Jr. 

Full address: 3383 Stephenson Place NW., Washington, D. C. 

What is your occupation? Examiner of Questioned Documents in 
civil cases, which includes the identification of handwriting, type- 
writing and other mechanical impressions, paper, ink and writing 

materials; and determination of the authenticity of writings. 

When and how did you start this work? 
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Was appointed a Special Agent of the Federal Bureau of Investi- 
gation in 1924, made a special study of Questioned Documents and, 
after becoming proficient in this work was assigned to set up a labora- 
tory and analyse papers in F. B. I. cases. The F. B. I. Laboratory 
was established in 1932 and from then until my retirement December 
31, 1948, I was regularly assigned the examination of specimens in 
Criminal cases. Upon retiring at the end of 1948 I set up my own 
laboratory and have been engaged in the examination of civil cases. 

What was your training? LLB Georgetown University 1922. 
Admitted to the bars of the District of Columbia 1922 and to practice 
before the U. S. Supreme Court 1929, 

Studied the literature on Document Analysis and the application 
of scientific procedures to investigations, attended lectures of such 
examiners as J. Fordyce Wood at Northwestern University in Chi- 
cago, Albert S. Osborn of New York, and Dr. Wilmer Souder, Na- 
tional Bureau of Standards, Washington, D. C., conducted research 
to develop methods of analysis and instructions for investigators and 
examiners, lectured to schools of Special Agents, to examiners, and 
to the National Police Academy, and prepared texts used in F. B. I. 
work. 

Where have you qualified as a witness to give testimony as a Docu- 
ment Exvaminer? 

In Federal, State and Military Courts throughout the United 
States and possessions, and before Committees, Commissions, and 
Congress. 

Name one or two well known cases to which you were assigned : 

R. Hauptmann, Kidnaping, Bronx, N. Y. 

Manny Strew] et al., Kidnaping, Binghamton, N. Y. 

Duquesne espionage conspiracy, German, New York. 

Ludwig espionage conspiracy, German, New York. 

Velva Lee Dickinson, espionage, Japanese, New York. 

Marine Welding Co., War Frauds, Philadelphia. 

Many murder, extortion, and forgery cases in State and Federal 
Courts, Terre Haute, Salt Lake, Richmond, Memphis, Birmingham, 
Los Angeles, etc. 





The committee conducted public hearings on this complaint on 
December 15 and 16, 1958, uy heard as witnesses Mrs. Knutson, her 
husband, Mr. Andrew Knutson, and Mr. Charles Appel, Jr., the hand- 
writing expert. The text of these hearings, as well as the exhibits 
introduced in support of Mrs. Knutson’s complaint are published 
separately. 

Following the hearings of December 15 and 16, the committee con- 
sidered in detail the complaint and additional evidence furnished 
by Mrs. Knutson. 

CONCLUSION 


The complaint of the Honorable Coya Knutson alleged three im- 
proper practices. Two of them, one a newspaper report inaccurately 
portraying her voting record and the other stating that she had two 
people improperly on her office payroll, seem not to have had any sub- 
stantial effect upon her campaign and there is no evidence that they 
were in any way connected to the successful candidate. 
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The major complaint was that her political enemies in both the pri- 
mary and the general election conspired to exploit her husband and 
their family life for the purpose of causing her political defeat. It is 
the opinion of this committee that the exploitation of the family life 
of the Knutsons was a contributing cause of her failure of election. 
No matter how distasteful the interjection of the family life of a 
candidate into a campaign may be, it is something which must be left 
to the good taste of the electorate for correction. 

Among the conspirators, allegedly, were two members of the bar, 
one of whom was also chairman of a volunteer group supporting her 
opponent in the general election. These attorneys allegedly bore a 
lawyer-client relationship to her husband. If hate was unethical 
conduct on the part of her husband’s lawyers, that is not a matter 
within the jurisdiction of this committee. 

Finally, no direct evidence was supplied to connect the successful 
candidate to the alleged conspiracy. 

After hearing all of the evidence presented in support of the com- 
plaint, we conclude that the matter 1s not one which in the judgment 
of this committee requires further investigation by it. The commit- 
tee, therefore, feels that no further action is warranted. 


TENNESSEE 


On December 3, 1958, the committee received a sworn complaint 
from Mr. Porter Freeman, who alleged to be a candidate for Congress 
in the State of Tennessee. The complaint is as follows: 


[Copy] 


To: Committee on Election Expenditures, U. S. House of Representa- 
tives, Washington, D.C. 


Parry Exprenprrures STATEMENT 


To Whom It May Concern: 


I, Porter Freeman, make oath that I was Chairman of the Tennessee 
State Executive Committee of the Free Democrat Party in 1958, and 
Campaign Manager for the ticket of said party at the General Election 
held on 4 November 1958. I make oath that to the best of my knowl- 
edge, information and belief, the only sum of money spent for or on 
behalf of the party ticket for Porter Freeman for Congressman, 
Chester W. Mason for U.S. Senator, before and at said election was 
$194.40 paid on 3 November 1958 for an advertisement in the Nashville 
Tennessean and the Nashville Banner, both newspapers of Nashville, 
Tennessee. 

I further make oath that though qualification papers were properly 
presented to the Election Commissions of each and every county in 
Tennessee, on behalf of the candidates of said party, said election com- 
missions of twenty (20) counties of Tennessee deliberately and wil- 
fully, and in violation of the election laws, failed and refused to place 
the names of said candidates upon the official ballots to be used in 
said election. 

I further make oath that the name of Tom Gouge, official candidate 
for U. S. Senator, of the WHIB party in Tennessee, was left off the 
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official ballot in 47 counties of the State of ‘Tennessee, according to the 
records in the office of the Secretary of State of Tennessee, in viola- 
tion of the election laws. 

I further make oath that the election laws, federal and local, have 
been up to and including the 1958 elections, wilfully, and deliberately 
violated openly and flagrantly by the so-called election commissions 
of the several counties of Tennessee, and that legal actions brought in 
the state courts to stop such violations are treated with contempt, 
disregarded and dismissed by the Courts, so that the only relief pos- 
sible must come from the federal agencies. 


(Signed) Porter Freeman. 
Porter FREEMAN. 


Sworn to and subscribed before me, this 2nd day of December, 1958. 


(Signed) Grace Dawson, 
Notary Public. 
My commission expires October 20, 1959. 


CONCLUSION 


The committee considered the complaint on December 15, 1958, and 
was of the unanimous opinion that it did not meet a prima facie case 
requiring investigation by the committee and decided no further 
action should be taken in the matter. 


WEST VIRGINIA—FIRST CONGRESSIONAL DISTRICT 


On the 13th day of November 1958, the committee received a sworn 
complaint from Mr. Robert H. Mollohan, the Democratic nominee, 
alleging improper political activities in the First District of West 
Virginia. The complaint, together with supporting affidavits, is as 
follows: 


Spectra, Commirrer To Investigate CAMPAIGN EXPENDITURES 


Now comes Robert H. Mollohan, Petitioner, and requests and peti- 
tions the Special Committee to Investigate Campaign Expenditures, 
1958, United States House of Representatives, to institute an investi- 
we of the General Election held on November 4, 1958, in the First 

ongressional District of West Virginia and for his cause of action 
states as follows: 

1. Petitioner states that he was the Democratic nominee for Con- 
gress from the First Congressional District of West Virginia. 

2. That on or about October 31, 1958, a political pamphlet with the 
name “United Miners Journal” was widely distributed throughout 
the District; the format general appearance and type was similar 
to the United Mine Workers Journal. It was obviously intended to 
deceive and confuse and to create in the minds of voters that it was 
the official publication of the United Mine Workers of America. 

3. The Union label, or what appears to be intended as the Union 
label, is so blurred as to be unidentifiable. 

4. It contained vicious and malicious attacks on the Democratic 
Nominee for Congress and was published and distributed in direct 
violation of the Federal Corrupt Practices Act in that it did not dis- 
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close or contain the name or names of the person or persons responsible 
for the publication or distribution of the same. 

5. A copy of the political pamphlet (see exhibit 1, appendix VII) 
as well as a copy of the official United Mine Workers Journal (see 
exhibit 2, appendix VII) is attached hereto and made a part hereof. 

6. It is submitted that the foregoing establishes a prima facie case 
requiring investigation by the Committee and that no satisfactory 
remedy is available to the petitioner under the laws of West Virginia. 

T. The petitioner therefore requests that the Special Committee to 
Investigate Campaign Expenditures, 1958, United States House of 
Representatives, conduct an investigation of the General Election held 
November 4, 1958, in the First Congressional District of West 
Virginia. 

(Signed) Roserr H. Motitonman. 

Subscribed and sworn to before me by Robert H. Mollohan this 
13th day of November 1958. 

(Signedand sealed) Truman Warp, 
Notary Public, District of Columbia. 





(Copy] 


Rosemont, West Virotnta, November 11, 1958. 

I am Mrs. Estel Moore of Rosemont, the mother of five children, 
two of whom are at home. 

I make the following statement of my own free will without duress 
or pressure from anyone. 

“On November 1, 1958, my daughter, Alice, who works in Fairmont 
for Tony and Joe Polis brought home a supply of a publication titled 
“United Miners Journal” for distribution. 

Sometime after Alice arrived at home she gave my son, Terrie, 
several copies and a quarter and ask him to go out and distribute tham 
to the people of Rosemont, which he did. 

I have no knowledge of where Alice secured the papers or whether 
she was paid to circulate them.” 

(Signed) Ester Moors, 
(Mother of Alice and Terrie). 
Witness : 
D. J. Curry. 


Alice Moore, 931 East Park Ave., Fairmont, W. Va. 





Rosemont, W. Va., November 10, 1958. 

My name is Richard Mayle of Rosemont, W. Va. I make the 
following statement of my own free will. 

On Monday, Nov. 3, 58 Herbert Lawson, a former Constable and 
now a Deputy Sheriff, came to my home about 8:30 a. m. to let me 
know that Fred Kelly who owns a store at Rosemont wanted to see 
me. Naturally I got into Herberts car (he was a constable at the time) 
and went to see Fred Kelly, who handed me about one thousand copies 
of a publication which resembled the United Mine Workers Journal 
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but I later found out that it was not the real Miners’ Journal but a 
smear sheet being distributed and circulated to defeat the Democratic 
candidate for Con é 

At the time Fred Kelly gave me the bundle of papers Herb Lawson 
himself gave me two dollars and told me to see that the hand bills 
were distributed to every home in Rosemont. Then Mr. Kelly spoke 
up and said that Earl Thorn had left the hand bills for me. 

Further I saith not. 


Witness: D. J. Curry. 


In addition to the above statement I wish to add that when I found 
out what the hand bills stood for I took them outside my home and 
burned them. 


(Signed) RicHarp A. Maye. 


Ricwarp A, Mayr. 





Smarson, West Virernta, November 11,1958. 

I am Russell Mayle of Simpson. I am 53 years old and the father 
of ten children. I am a coal miner and member of the “United Mine 
Workers of America” Local No. 2311. 

I make the following statement of my own free will without 
duress or pressure from anyone. 

On Friday, October 31, 1958, I was in Hallers Grocery Store for a 
small purchase. As I was leaving the store, I passed Earl E. Thorn 
who had just left his car, a 1955 or 1956 Olds, to enter the store I had 
just left. As I passed the car, I noticed that Mrs. Thorn was sitting 
in the front seat; I also noticed about 300 copies of what I thought 
was the “United Mine Workers Journal.” Knowing Ear] Thorn as 
I do, I, wondered what in the world he could be doing with so many 
copies of our Journal. 

Later on the same evening my son, Jimmy, brought me a copy of 
a paper titled “United Miners Journal,” a propaganda sheet against 
the election of Mollohan for Congress. 

At about 7:30 P. M. the same evening, I took my daughter and 
two of my neighbor’s children to the school for a Halloween party and 
continued on down the road to see William Bland. We discussed the 
“smear sheet” which I had and he suggested that we go to Brown- 
ton to see Harry Myers, a Representative of the “United Mine 
Workersof America.” 

When we showed the paper to Mr. Myers he ask for the paper and 
said he wanted to take it to the Union Headquarters at Fairmont. 

(Signed) Russert MAyte. 

Witness : 

D. J. Curry. 


Simpson, West Virani, Vovember 10, 1958. 
My name is Ronald Vincent of Simpson, the son of Loren Vincent, 
who operates a school bus for the Taylor County School Board. I am 
employed by the State Road Commission of West Virginia. 
I make the following statement of my own free will : 
“On Friday, October 31, 1958, at about 4:30 P. M., Sam Gerard 
called me outside and gave me about 25 or 30 copies of a publication 
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titled ‘United Miners Journal’ and instructed me to distribute them 
around the neighborhood. Instead of delivering them as instructed, 
I simply w alked back into my Grandfather’s store and laid them on 
the counter.” 
(Signed) Ronatp VINCENT. 
Witness : 
D. J. Curry. 





GaLLoway, West Virotn1a, November 11, 1958. 

My name is Richard Wilmoth of Galloway. I am married and 
have three children. Iam a coal miner, 33 years of age. 

I make the following statement of my own free will without duress 
or pressure from anyone: 

“On Friday, October 31, 1958, between the hour of 5:30 and 6:00 
P. M., I was standing in front ‘of Don Kittle’s Garage at Simpson, 
talking to Richard Watson when Sam Gerard stopped his car and 

called Dick and myself over to his car and gave us about twenty copies 
of a paper headed United Miners Journal and instructed us to de- 
liver them to any one who would take it but to be sure not to destroy 
them. 

On Saturday morning, I saw Harry Myers, a representative of the 
United Mine Workers of America and mentioned to him that I had 
some of the papers given to me by Sam Gerard to pass out to the men 
on the picket line. ” Harry told me not to pass them out and ask me 
to bring all I had to him which I did.” 

(Signed) Ricuarp WiimorTH. 

Witness : 

D. J. Curry. 





CONCLUSIONS 


The committee considered the complaint at a meeting held on No- 
vember 25, 1958, and determined that it required preliminary investi- 
gation, at least, by the committee. A field investigation was made by 
the committte staff. 

The matter was considered by the committee, in executive session, 
December 16, 1958, and it was determined that further investigation 
was not justified. The allegations involve violation of section 612 of 
the Criminal Code. The committee, therefore, pursuant to the direc- 
tion of the resolution creating it, referred the matter to the Attorney 
General of the United States for his attention and such action as he 
deems appropriate in the circumstances. 


-s 


PART III 
OBSERVATIONS AND RECOMMENDATIONS 


REMEDIAL LEGISLATION 


Among the duties imposed upon the committee by the resolution 
creating “it, House Resolution 656, were those of investigating and 
reporting to the House with respect to such matters— 


* * * relating to the election of Members of the House of 
Representatives in 1958, and the campaigns of candidates in 
connection therewith, as the committee deems to be of public 
interest, and which in its opinion will aid the House of Rep- 
resentatives in enacting remedial legislation, or in deciding 
any contests that may ‘be instituted involvi ing the right to a 

at in the House of Representatives. 


In past Congresses this committee has conducted public hearings 
to determine in general the effectiveness of existing statutes regulating 
the conduct of politics al campaigns and the need for amendments or 
additions thereto. In the 85th Congress, for example, the committee 
held 3 days of hearings in an attempt to ascertain whether there was 
any strongly preponderant opinion among those most qualified to 
judge i in favor of specific changes in any ¢ aspects of existing legisla- 
tion. Witnesses included active leaders, participants, and observers 
of the 1956 campaign as well as representatives of Federal executive 
departments and agencies either administering or directly concerned 
with laws governing the conduct of campaigns for Federal elective 
office. From the testimony heard, the committee reached the unani- 
mous conclusion that Federal laws relating to campaign practices 
and expenditures, especially the Federal Corrupt Practices Act, are 
in dire need of extensive revision. 

As a result of numerous hearings and investigations conducted in 
the past by various committees and subcommittees, both in the House 
of Kepresentatives and in the Senate, the shortcomings of the present 
laws have become well known both to Congress and the public. Only 
the inability of witnesses and committee members, year after year, 
to come to any agreement in recommending specific amendments has 
prolonged or prevented enactment of corrective measures. This com- 
mittee, whose life and funds are extremely limited, cannot be expected, 
nor does it presume to be able to save problems which have defied 
solution by Congress for so many yea 

The committee, therefore, Fated "ihiiffhously to dispense with 
hearings similar to those it has conducted in the past. Instead, it 
recommends that in 1960 the Special Committee To oe estigate Cam- 
paign Expenditures be established early enough to allow sufficient 
time to make a thorough study of existing legislation before the 
political campaign begins. 
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The committee believes that the 1958 campaign brought to the 
forefront more than at any time in the past one problem that deserves 
the particular attention of any congressional study. During the 
1958 campaign it became increasingly evident that many labor or- 
ganizations, business concerns, and associations were participating 
almost as actively as the political parties and candidates themselves. 
The committee believes that this development, while not entirely 
novel, calls for a searching reappraisal of existing statutory limi- 
tations upon the political activities of corporations and labor unions. 
For example, section 313 of the Corrupt Practices Act (sec. 610 
of title 18, United States Code) makes it unlawful for any cor- 
poration or labor or ganization to make a contribution or expenditure 
in connection with any election for President, Vice President, Senator 
or Representative, or in connection with any primary election or 
political convention or caucus held to select candidates for any such 
office. While this act certainly outlaws direct campaign contributions 
it has been held that it does not prohibit corporations or labor 
unions from publishing, in the regular course of their affairs, periodi- 
cals containing material designed to influence the vote of their mem- 
bers, stockholders, or customers (U. S. v. Congress of Industrial 
Organizations, T77 Fed. Supp. 355, aff'd 335 U. S. 106 (1947)). And 
in U. S. v. Painters Local Union No. 481 (172 F. 2d 854 (1949)) the 
court ruled that expenditures by a union for political advertising did 
not violate the Federal Corrupt Practices Act. This, presumably, 
would apply as well to corporations. 

Just where these decisions leave labor unions and corporations in 
terms of the permissible extent of political participation is extremely 
indefinite. The terms “contributions or expenditures” as used in the 
act could certainly be interpreted in such a way as to prohibit political 
advertising and the publication and distribution of purely political 
literature. In view of this uncertainty, the committee feels that it is 
time the limits of political activity in which both labor unions and 
corporations may legally engage were more clearly defined in the law. 

This problem, w ith its many facets, and others of a similar nature 
cry out for solution. Every election produces innovations in campaign 
strategy and techniques never contemplated by Congress when the 
existing statutes were enacted. Federal election laws must, therefore, 
be subjected to constant review in order that they may deal adequately 
with each new situation as it arises. 

The committee, therefore, recommends that in the 86th Congress 
the Special Committee for Campaign Expenditures be created early 
enough to conduct a thorough inquiry into the adequacy of existing 
statutes relating to elections and campaign expenses, with especial 
emphasis on the extent to which participation by organized labor and 
corporations should be permitted. 


COMMITTEE PROCEDURE 


The experience of the committee this year raises again questions as 
to whether or not the purposes for which er special committee is 
created every 2 years could better be handled by a regular committee 
or subcommittee. 

Historically, the bulk of the work of this committee has arisen out 
of the general elections. Asa general rule, complaints to the commit- 
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tee are not received until at least 2 weeks after the general election and 
this year some of the major complaints were not received until over a 
month after the general election. Asa result, the committee was faced 
with a workload during the month of December which prevented it 
from completing investigations which, under the terms of the resolu- 
tion creating it, should have been completed and not passed on to the 
new Congress. 

The committee, therefore, recommends that the 86th Congress con- 
sider creating a permanent standing committee.or subcommittee to 
handle the matters for which this special committee has historically 
been created. The existence of a permanent committee or subeommit- 
tee would make the members and candidates more aware of its pur- 
poses; would avoid some duplication of functions; would avoid the 
necessity of completing all work and filing a final report prior to the 
termination of the Congress creating it; and would permit remedial 
action in matters, particularly primary elections, arising prior to the 
time when this special committee is ordinarily created. 

Such a standing committee might be comparable to the Subcom- 
mittee on Elections of the Committee on Rules and Administration 
of the United States Senate, which handles preblems of this kind 
in the other body. That subcommittee has a small permanent staff, 
but each election year is voted additional funds to provide for specific 
investigations arising out of the elections, 

If the Congress detsmines to continue to follow the custom of 
creating this special committee it should be created in time to handle 
expeditiously pomp latte arising out of primary elections, Had this 
special committee been created earlier it is possible that the destruction 
of ballots and other election material in the Kentucky First Congres- 
sional District might have been avoided. 


ADDITIONAL VIEWS OF MR. KEATING AND MR, DENNISON 


In the election for Congress in the 30th District of Pennsylvania 
and the 17th District of Ohio, unsworn complaints were filed by the 
Democrat candidates in the last days of the campaign. Telegrams 
were sent in the name of the committee and released to the press on 
November 3, 1 day before the election stating that the alleged conduct 
appeared to violate the United States Criminal Code. The full com- 
mittee neither met nor was called to meet on these complaints, on the 
propriety of sending the telegrams or on the contents thereof. 

We disapprove of such action in the absence of the full committee. 
Coming as these telegrams did at a most crucial time in the elections, 
they could and may have had.a definite effect upon the outcome. 

Such action by the Special Committee To Investigate Campai 
Expenditures for the House of Representatives should in the future be 
scrupulously avoided. 








APPENDIXES 


APPENDIX I. EXHIBITS TO ACCOMPANY REPORT ON 
ARKANSAS, FIFTH CONGRESSIONAL DISTRICT 





Exugsir 1 
(Text, p. 6) 
AFFIDAVIT 


My name is Marie Hildreth, of 325 Short Street, North Little 
Rock, Arkansas. On Tuesday, November 4, 1958, the day of the past 
general election, I was a clerk at the poll located in the Fire Station 
at 4609 East Broadway, North Little Rock, Arkansas. 

When the padlocked ballot boxes were delivered to the poll the 
Alford stickers were contained inside the boxes along with election 
materials. The stickers were placed on the tables where the ballots 
were passed out, and remained there throughout the day. When the 
polls closed left over stickers were replaced inside the ballot box. 

There was another polling place located across the street in the 
Holsted Drug Store. While I was over there one time, I observed 
an election official specifically asking a voter if he wanted one of the 
stickers. The stickers were also lying on the ballot tables at that poll. 
There was a large blotter laying on an officials’ table bearing the in- 
scription “Vote for Alford”’. 

I state upon. oath that the foregoing statement is true and correct 
to the best of my knowledge and belief. 


(Signed) Mrs. Marie Mildreth, 


(Typed) Mrs. Marr Hivpreru. 
SraTe or ARKANSAS, 


County of Pulaski, ss: 


Subscribed and sworn to before me this 29th day of November, 
1958. 


[sear] Epiru W. Sweezy, Notary Public. 
My commission expires July 16, 1962. 





AFFIDAVIT 


I am C. W. Barnett, 106 Park Place, North Little Rock, Arkansas. 
On Tuesday, November 4, 1958, the day on which the last General 
Election was held, I was a clerk at the election poll for Precinct E lo- 
cated at the Fire Station at 4609 East Broadway in North Little Rock. 
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We are Waiting to see how Gov- 
ernor Faubus manages to prize 
them open. That must be done 
|by some agency eventually, and 
he is hoping a federal court will 
order the School Board to re- 
sume operating the high schools. 
Only a minority of the populace 
is aroused as yet over the school 
travesty, but it could burgeon into 
@ majority overnight — and the 
governor knows it. 

SOME WHO BALKED 

The Alford victory was not with- 
out its penalties for the gover- 
nor. Democratic nominees in all 
ithe smaller counties except Perry 
lived up to the Party’s code. Hays 
carried them, and Sheriff Marlin 
Hawkins of Conway County whom 
the governor had regarded as a 
strong ally proved his loyalty to 
party principles by refusing to 
ditch Hays. 

Others, too, among county offi- 


this: Governor Faubus has given 
state politics a Madison County 
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defeated Congressman Brooks nation, or the name ‘Independ- tax. None has been levied since 


had the box said the stickers were | Democratic Party.” accustomed to assuming the costs 
received with it Tuesday morning) (gye stickers which were usedlof state government entirely out 


(NOTE: This is not an actual reproduction) 


As a candidate for the Democratic nomination for 
office of Governor at the Democratic Primary 
Elections to be held on July 29, and August 12, 1958, 


and had been on the table all day./+,, pr. aiford on the strength offof taxes paid by residents anda|! hereby pledge myself to abiue by the results of 


Section 3-1412 Ark. Stats. —| arsoeney General Bruce Bennett's} visitors 
“No .., advertisement . . . MAY) Jinion that stickers — 
be printed or distributed... un-|0F Cnich he did not ae 
_ less (it) Plainly bears the name) vere legal under a 1932 decision}; 


The voters let themselves in for nominees thereof. 
& possible new tax by approving|Will not become the candidate of any faction, inde- 
Amendment which authorizes}pendent or otherwise either privately or publicly 


said primary elections and to support all the 
I declare that I am not now and 


suggested in opposition to a regular nominee. 
This 5th day of March, 1958 


or names and postoffice address- 7 
es af the individuals. . . or|piqnct, Scsignate Auer’ ee tna[ste, of county and municipal 
groups sponsoring and bearing) 1 tion laws have | ; bonds for industrial development. 
the cost.of same in many respects, and the ballot Also adopted was the Amend- 
(The sticker was an unsigned |) sities’, Then the voter|{™ert to double legislators’ pay 
advertisement.) and give them the equivalent of|' ~ 
drew a line through the name of ‘ a.” 
Sec. 3-1414. — “. . . It shall be the candidates he opposed; now one year’s salary in per diem ex- |) «- 
unlawful for any person to at- uired ager penses. ! 
pte we aS? The voters turned in a heavy|~ 
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away, any campaign cards .. . or}, Sec. 3-832. — “U 
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ice majority for Act 19 of 1957, the) ~~ 
recei three per cent sales tax law, refer- | 
. other articles for the purpose of |His ballot, the voter shall proceed}+a) of which Hope publisher Alex |; 


influencing the electors to vote|t® mark it by placing an ‘X’ init washburn sponsored through |. A 


for any candidate. Any violation the appropriate squares . 
of any of the provisions of this 
section . 
misdemeanor and punished by a/for the “X” was printed in the/which teachers and welfare cli- 
fine not exceeding $500.) square; it was as though a ballotients were threatened with large 

(Attorney General Bruce Ben-| were handed the voter alreadyjicuts in salaries and grants if the 
nett held, in an opinion to Chair- | marked to indicate a preference.) [tax were to revert to two per cent. 
man E. A. Henry of the Pulaski; Those are provisions of the elec- Rejected was Initiated Act No. 
County Election Board the day/|tion code passed in 1949, 17 years{1 which would have repealed the 
before the election that, under/after the court decision on which|full crew laws that the railroads 
another statute, the stickers|the attorney general hung thejdeclare forces them to put up 
could not legally be handed out | sticker opinion. with feather-bedding. 
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write-in ticker-tape campaign for 
Congress, the governor could not 
resist boasting of the conquest in 


INTRIGUING OUTLOOK 
Governor Faubus’s disregard for 
this pledge has created an inter- 
esting situation for Arkansas and | his favorite newspaper. 
in the nation. So proud is he of; As titular head of the Demo- 
the fact that his protege, Dr. Dale |cratic Party, and as a nominee 
Alford, squeaked through on a (Turn to page 4—RULES) 
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lenge. SNUB FOR COUNCIL 
Rules eaye aes "By that time, the same people 


Just how many Capital Citi-|of a Democratic nominee; and he 


twist by fostering a double-cross | voters. 
Because of the closeness of the 


who flocked to the polls to vote|zens Council members got in on/|has introduced to Pulaski County/ vote, a contest was proposed by 


pledged to support of all the Par-/¢5, integration, on the strength 
‘ty’s nominees, he was morally|.¢ nis promise to have the pub- 
and legally obligated to defend)ii- nigh schools reopened as pri- 
Congressman Brooks Hays’ re-| vote schools the next week, may|leaders feel. They failed to de- 
momination from attacks by el-|). ready to turn angrily on him 
ther Republicans or independents. | ., they did on Congressman Hays 
Instead he put an independent |)..+ Tuesday. 
masquerading as a “Democratic 
mendiaae” into the Conerew 7408 |nture watue of, Congressman 
followers to clinch the outcome elect Alford. He, too, is not qual- 
Wyees hie office came Claude ified under Party rules to file as 
Carpenter to manage Dr Al-|® candidate in the Primary; so 
ford’s. campaign; and election | Whether the rules are relaxed to 
might found another Faubus aide, take care of him, and of the gov- 
Tommy Russell, helping man the|®™"°r, in the primaries will de- 


telephonés headquar- pend upon (1) the attitude of the 
ters =. alee _ State Committee which, of course, 


ocseseene dhe hed nasseht Dent| Would sing and dance if he com- 


with the congressional voting. 
Then, Hays emerged with a 28- 
000 to 21,000 majority, and all 


Faubus administration 


be 100 per cent for all Party nom- 


feat Congressman Hays with the|most Little Rock citizens agreed|Democratic County 
Council’s attorney, Amis Guth-/should be purchased would have|from proceeding in court so as to 
ridge, in the Primary, but the gov-|peen a deterrent to irregular prac- |8€t a decision on the legality of 
Also in jeopardy could be the ,@™mor had a race of his own on /tices that marred the conduct of | the pre-voted stickers. 

at the time and didn’t meddle |the election in some precincts. 


the Faubus-Alford act, there’s no| voting tactics that a few years|many of his supporters but Con- 
way of knowing; but we can’t|ago would have scandalized some/gressman Hays made it clear he 
help wondering how the Council’s|who this week engaged in them.|was not making any such chal- 


The voting machines which|!enge. That should not deter the 
Committee 


Thus did Governor Faubus add 
the Fifth District congressional 


CONFUSION office to his trophy collection. 


Attorney General Bruce Ben- 


that stood between him and re-|P¢tt’s opinion, a couple of days 
election to his ninth term was the | >€fore the election, that it was le- 
which |! to nin t, printed stickers to re- 
might have been expected (by any | °°rd votes on ballots did 
one not acquainted with it) to/°t stipulate that the “X” could 


be printed in the box beside the 
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This was one of the stickers 
among hundreds that were taken 
4rom the Ward 3, Precinct A bal- 
lot box (Courthouse) when it was | from 
delivered to the county clerk’s of- 
fice after the counting was 
pleted Tuesday when sticker 
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EXHIBIT “A” 


Brooks |nation, or the name ‘Independ-}tax, None has been levied since 


wholent’ if he represents no official}i948, so 
ere | Democratic Party.” 


(The «tickers which were usedlof state government entirely out 


A od nena 


Pursuant to rules of the 
Paul Butler), the successful can 
ority was |Party Pledge: 


h that the foregoing statement is 


the best of my knowledge and belief. 
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kansans become |the office of Governor 4 
ed to assuming the costs| >) 6¢tions to be held on July 29, an 
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Epitn W. Swee 


My commission expires July 16, 1962. 


[seat] 


1958. 


son-Candidate Furnishes Own Ready-Marked Ballot|Party Rules Seem to Bar 
Alford, Faubus in 1960 
Primary—But Who Cares? 


Democratic Party of Arkansas (not of 
didate for governor signed the following 


(NOTE: This is not an actual reproduction ) 


the Democratic nomination for 
t the Democratic Primary 
d August 12, 1958, 
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Exursrr 2 


(Text, p. 6) 
[Copy] 


Strate OF ARKANSAS, 
OrrFice or ATTORNEY GENERAL, 


November 3, 1968. 
Mr. E. A, Henry, 


Chairman, Pulaski County Board of Election Commissioners, 
Little Rock, Arkansas. 
Dear Mr. Henry: I have your letter wherein you pose the following 
question : 
Your opmion is requested as to whether paper stickers, rubber 
stamps or cards having the name of “write-in” candidate may be 
legally distributed at or near polling places in a general election. 
Act 30, passed in the year 1891 (Ark. Stats. (1947) §3-1415), provides 
in pertinent part : 
No officer of election shall do any electioneering on election day. 
No person whomsoever shall do any electioneering in any polling 
room, or within one hundred (100) feet of any polling room on 
election day. ... Any violation of this act shall be deemed a 
felony, and on conviction, shall be punished by imprisonment in 
the penitentiary not less than one (1) year or more than three (3) 
years. 
Yours very truly, 
Bruce BENNETT, 
Attorney General. 
BB: mtl. 


Exuiserr 3 


(Text, p, 6) 














EXHIBIT C 

Exuisir 4 

(Text, p. 7) 
County For Hays | For Alford Total, Total, Difference 

Congress | Governor 
ERE ea oa 3, 042 | 774 3, 816 | 3, 657 4% 
Faulkner. -- sicues ‘ . ‘ 2, 694 | 2, 307 5, OOL 4, 739 5% 
ie asteinnenae ’ sowie 484 | 728 1, 212 | 1, 137 6% 
Pope..---- 2, 297 1, 678 3, 925 } 3, 786 5% 
iitikienave 


Pulaski... ries 18, 504 24, 026 42) 530 38, 589 11% 
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Exutrr 5 


(Text, p. 7) 
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Exnusrr 6 


(Text, p. 7) 


T'S EASY TO VOTE FOR DALE ALFORD 
FOR CONGRESS! 


USE THIS CONVENIENT STICKER, Which Will Be Avail- 
able at the Polls, to Paste on Your Ballot: 


THE LEGALITY OF THE USE OF THIS STICKER HAS BEEN APPROVED 
BY BOTH THE ATTORNEY GENERAL AND THE SUPREME COURT OF 
ARKANSAS. 


Upholding the use of ike sticker the Supreme Coart sald: 


“We think it mokes no difference how the electors placed the names of the 
persons they desired to vote for on the baliot In the absence of fraud. They 
might have been written with pen and ink, pencil, typewritten or by stickers 
ond the result would be the some, as in either cose it expressed the wish 
of the individual voter... We do not think the word “write” is there used 
in a technica! sense, but that such name might be placed on the ballot in 
ony convenient way such os the use of a sticker or rubber stomp as wos done 
in this case . . . It was left to the electors to vote for whom they pleased by 
“writing” their nomes on the ballot. If they chose to use stickers with the 
narnes of the persons they desired to vote for printed thereon we con see 
no valid objection thereto, and there is no provision of the statute violated.” 
(Emphosis supplied) 
Case 198 Ark. 413 
Decided Oct. Si, 1938. 


Anyone wishing to volunteer his service to distribute these stickers 
at the polling places—Telephone ALFORD for CONGRESS HEAD- 
QUARTERS — FR 5-4651 


Dale AYord |X] 


FOR CONGRESS 
Sth DISTRICT OF ARKANSAS 


Politicel edv.- paid for by Cleade Carpenter, Jr, 





Exursir F 
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Exurerr 7 
(Text, p. 8) 
[Copy] 


Srate or ARKANSAS, 
Orrice or ATTORNEY GENERAL, 
October 30, 1958. 
Mr. Wrute Cavin, SR., 
Member, Pulaski County Board of Election Commissioners, 
Little Rock, Arkansas. 

Dear Mr. Cavin: In your letter of October 30, 1958, you request 
my opinion upon the legality of a write-in candidate or his representa- 
tive to distribute paper stickers bearing his name with a box follow- 
ing it with an X marked there in, or rubber stamp upon the ballot with 
the intention of voting for the candidate whose name appears there- 
upon. You also ask if the votes so cast would be na votes, and if 
they should be counted by the election officials as such, 

In the case found at 186 Ark. 413, decided October 31, 1932, the 
Arkansas Supreme Court was asked to rule upon the validity of 
prepared stickers or pasters distributed by candidates to voters for 
the purpose of placing the same upon the ballot in a school.election 
as votes for write-in candidates. In determining the legality of such 
stickers, the Arkansas Supreme Court used the following language: 

We think it makes no difference how the electors. placed the 
names of the persons they desired to vote for on the ballot in 
the absence of fraud. They might have been written with pen 
and ink, pencil, typewritten or by stickers and the result would 
be the same, as in either case it expressed the wish of the in- 
dividual voter. ... Wedonot think the word “write” is there 
used in a technical sense, but that such name might be placed on 
the ballot in any convenient way such as the use of.a sticker or 
rubber stamp as was done in. this case. ... It was left to the 
electors to vote for whom they pleased by “writing” their names 
on the ballot. If they chose to use stickers with the names of the 
persons they desired to vote for printed thereon we.can see no 
valid objection thereto, and there is no provision of the statute 
violated. [Emphasis supplied. ] 
Yours very truly, 
Bruce BENNETT, 
Attorney General. 
By Roy Frncu, Jr., 
Chief Assistant Attorney General. 
RF jr: mt. 
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Exnrsitr 8 


(Text, p. 8) 


CraupE CarpENTER, JR., Finance Chairman 
P. O. Box 2353, Little Rock 


Arkansas Democratic State CommrIrTer, 
Little Rock, Arkansas, November 20, 1958. 
To: All School Superintendents and/or Principals. 
From: Claude Carpenter, Jr. 
Subject: Democratic Party Fund Drive. 


As educators, I am sure that you are familiar with the American 
Heritage Foundation and National Advertising Council program that 
has been projected nationally to educate the American people that we 
have a two-party political system of government. 

Since we have been told that it is our duty to vote for and contribute 
to a political party of our choice, we should take advantage of the 
educational program by contacting the members of our own party—the 
Democratic Party—for small contributions that will enable us to carry 
on a wholesome party organization and party activity. 

In Arkansas, the school teachers, through action taken by Governor 
Faubus and the State Legislature, received a well-deserved salary in- 
crease in 1957. Through the leadership of the Governor, this increase 
was maintained by a vote of the people on November 4, 1958. If we 
are members of the Democratic Party, it would perhaps be wise for us 
to show our appreciation of the type of government that we have, 
and too, we might show the titular head of the Democratic Party in 
the State of Arkansas, the Governor, that we appreciate the things he 
has done for us by contributing an average of $5.00 to this fund drive 
that he has taken such an active interest in organizing and giving lead- 
ership to in Arkansas. 

We are contacting each County School Supervisor in the state and 
asking that he, in turn, contact you, the school Superintendent. It 
could be that your County School Supervisor is of a political faith and 
holds political allegiance to a party different from the Democratic 
Party. If that is the case, we are going to ask that you, if you are a 
Democrat, contact the teachers in your own particular school and give 
them the privilege of contributing $5.00 to the Democratic Party. We 
would also like a complete record of these contributions so that a letter 
of appreciation can be written to each individual donor. 

Please do this job as early as possible so that we can make our re- 
ports, close our books, and get back to our business. My address is on 
the envelope and letterhead. 






eeeeeertn eee LTD LE 
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Exuzsit 9 
(Text, p. 9) 


[Copy] 
Sy NovemMBer 2, 1958. 
Poxtaski County Boarp or Execrion CoMMISsIONERS, 
c/o Mr. E.. A. Henry, Chairman, 
Donaghey Building, Little Rock, Arkansas. 

GENTLEMEN : This has reference to the use of stickers in the recent 
General Election asa means of indicating a voter’s choice. 

The fact that two of your members were so uncertain as to the pro- 
priety of the stickers that you requested opinions from the attorney 
general convinces me that groundwork should be laid for an early 
court determination on the question. 

Without any intention of lodging a contest of the outcome as cer- 
tified by the judges and clerks—for that, of course, is not my preroga- 
tive as an individual voter—I nevertheless believe that my rights as 
a citizen under the Constitution of the United States were violated 
for the following reasons: 

1. No statute authorizes use of stickers for write-in candidates, 
and it is doubtful that the 1932 decision which has been cited as 
justification is applicable to the present situation. 

2. The stickers were distributed inside polling places in many 
instances in clear violation of law. 

3. They were not acknowledged, as to responsibility, which also 
is a requirement of law. 

4. Voters who used them did not mark the “X” in the square 
as required by law. 

My position is this: I cast a ballot which was nullified by one of the 
sticker ballots, if in fact there is no legal basis for the stickers. 

Therefore, on behalf of myself and of all others similarly situated, 
I petition the Pulaski County Board of Election Commissioners to 
order a recount of the ballots to this extent : 

All sticker-attached ballots shall be segregated and the number 
noted in the certification for each precinct, 

I do not wish this request interpreted as seeking a determination 
of who used stickers. No identification of ballots is sought by this 
petition. 

I will pay the costs involved, based on an estimate to be made prior 
to the counting. If the Board desires, I shall furnish a surety bond 
as a financial guaranty. 

Very truly yours, 

/s/ Joun F. Wetts. 





{From the Arkansas Recorder, November 21, 1958] 


Stricker Battor Count Request to Strate Commission—Demo 
CuarrRMAN Says “No” 


NO REMEDY 


Without notice to the publisher of the Recorder who had requested 
a count of sticker ballots for Dr. Dale Alford, successful write-in 
candidate for Congress in the November 4 General Election, the 
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Pulaski County Election Board last:.week certified the results, and 
forwarded the certificate to Secretary of State C. G. Hall. 

The Recorder publisher thereupon addressed a communication to 
the State Board of Election Commissioners, of which Mr. Hall is 
secretary and Governor Faubus chairman. Other members are: Lt. 
Gov. Nathan Gordon, Attorney General Bruce Bennett, Auditor 
Jimmy Jones, Treasurer J. Vance Clayton, Land Commissioner Sam 
Jones. Democratic State Chairman Tom Harner of Fort Smith and 
Renublican State Chairman Ben C. Henley of Harrison. 

The State Board was asked to call upon the Pulaski Board to deter- 
mine the number of sticker ballots that were counted. This is what 
the publisher’s letter to the State Board said : 

“ARKANS4S STATE Boarp or Erection COMMISSIONERS, 
“O_O Secretary of State C. G. Hall, Secretary, 
“State Capitol, Little Rock, Arkansas. 


“GENTLEMEN: Inclosed is a copy of a letter which I addressed to 
the Pulaski County Board of Election Commissioners on November 
12, and delivered in person that day to Mr. E. A. Henry, chairman. 
At that time, the Pulaski County General Election returns had not 
been certified. Subsequently, and without notice to me or without 
a response to my letter, the Board certified the returns. They are 
now before you for certification. 

“My purpose in writing is to ask that you call upon the Pulaski 
County Board to certify to you the number of ballots containing 
stickers which were counted in the various precincts. As stated in 
my letter to the Pulaski County Board, I feel that my rights as a 
citizen under the Constitution of the United States were violated 
when my vote was offset by a ballot containing a sticker. 

“Also I wish to call your attention to this pertinent fact: 

“As certified by the Pulaski County Board, the total number of 
votes cast in the Governor’s race was 38,589; in the Congress race 
42.530. That certainly calls for scrutiny, especially since the name 
of a Republican opponent appeared on the ballot with that of the 
Democratic nominee for governor. 

“I reiterate my proposal, which was originally made to the County 
Board, that the sticker ballots be counted under an arrangement 
whereby I would pay the entire cost.” 

Chairman Tom Harper of the Democratic State Committee, ex 
officio member of the State Election Board, wrote the Recorder pub+ 
lisher that the State Board cannot exercise any authority over the cer- 
tification of the Hays-Alford vote. Mr. Harper’s letter: 

“T have a copy of your letter of November 17, enclosing a copy of 
your letter of November 12 to the Pulaski County Board of Election 
Commissioners. I find, after consulting the statute creating the 
State Board of Election Commissioners, that the Board does not 
appear to have any jurisdiction in the matter of the certification of the 
election returns. 

“Consequently, I know of nothing that the members of the State 
Board of Election Commissioners ean do officially in the matter of 
your request.” 
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EXPLANATION 


So many questions have been asked regarding the purpose of the 
request to the boards that the Recorder publisher has prepared the 
following explanation : 

1, The ratio‘of sticker ballots to the total received by Dr. Alford, 
whose margin over Congressman Brooks Hays in the Fifth District 
was 1,256, might or might not be significant—but it becomes all the 
more pertinent when it is realized that in Pulaski County 4,000 more 
votes were counted for the governor and his Republican opponent 
(both names were printed on the ballot) than for the congressional 
rivals (only Hays’ name was on the ballot}. 

2. Since Governor Faubus and his organization initiated and car- 
ried through the sticker voting procedure, and since Attorney General 
Bennett held the stickers legal, there should be no objection on their 
part to a public ascertainment of the effect of the stickers on the 
outcome. 

3. The information is being sought as a possible means of setting up 
a legal test of the validity of the sticker-ballots; no contest of the out- 
come is contemplated, and any effect on that would be incidental to the 
principal question, which is: Can stickers, with the “X” printed in 
a box beside the candidate’s name, be loyally used, with or without the 
assistance of precinct judges and clerks ? 





[Copy] 
NovemBer 17, 1958. 
ArKaANsaAs State Boarp or Erection ComMIssioNErs, 
C/o Secretary of State C. G. Hall, Secretary, 
State Capitol, Little Rock, Arkansas. 


GENTLEMEN: Enclosed is a copy of a letter which I addressed to the 
Pulaski County Board of Election Commissioners on November 12, 
and delivered in person that day to Mr. E. A. Henry, Chairman. At 
that time, the Pulaski County General Election Returns had not been 
certified. Subsequently, and without notice to me or without a re- 
sponse to my letter, the Board certified the returns. They are now 
before you for certification. 

My purpose in writing is to ask that you call upon the Pulaski 
County Board to certify to you the number of ballots containing stick- 
ers which were counted in the various precincts. As stated in my 
letter to the Pulaski County Board, I feel that my rights as a citizen 
under the Constitution of the United States were violated when my 
vote was offset by a ballot containing a sticker. 

Also I wish to call your attention to this pertinent fact: 

As certified by the Pulaski County Board, the total number of votes 
cast in the Governor's race was 38,589; in the Congress race 42,530. 
That certainly calls for scrutiny, especially since the name of a Repub- 


lican opponent appeared on the ballot with that of the Democratic 
nominee for governor. 
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I reiterate my proposal, which was originally made to the County 
Board, that the sticker ballots be counted under an arrangement 
whereby I would pay the entire cost. 

Neus truly yours, 
/s/ John F. Wells. 
Joun F. WELLS. 
ec: Gov. Orval E. Faubus, Chairman. 

ec: Mr. Tom Harper, Fort Smith. 

cc: Lt. Gov. Nathan Gordon, Morrilton. 

ec: State Auditor Jimmy Jones. 

ec: Mr. Ben C. Henley, Harrison. 

cc: Attorney General Bruce Bennett. 

cc: Land Commissioner Sam Jones. 

cc: State Treas. J. Vance Clayton. 





Tuomas Harprr, Chairman 
Fort Smith, Ark. 


ArKANsAS Democratic State CoMMITTEE, 
Fort Smith, Arkansas, November 18, 1958. 
Mr. Joun F. WELLS, 
2521 West Markham, 
Little Rock, Arkansas. 


Dear Mr. Wetts: I have a copy of your letter of November 17, en- 
closing a copy of your letter of November 12 to the Pulaski County 
Board of Election Commissioners. I find, after consulting the statute 
creating the State Board of Election Commissioners, that the Board 
does not appear to have any jurisdiction in the matter of the certifica- 
tion of the election returns. 

Consequently, I know of nothing that the members of the State Board 
of Election Commissioners can do officially in the matter of your 
request. 

Yours very truly, 
(Signed) Thomas Harper. 
(Typed) Tomas Harper. 

TH: ck. 

cc: Governor Orval E. Faubus, Chairman, Arkansas State Board of 
Election Commissioners, Little Rock, Arkansas. 

ec: Honorable C. G. Hall, Secretary, Arkansas State Board of Elec- 
tion Commissioners, Little Rock, Arkansas. 


sense amen ataasat ett TTT: 


CAMPAIGN EXPENDITURES, 1958 71 


APPENDIX II. EXHIBITS TO ACCOMPANY REPORT ON 
ILLINOIS, FIRST CONGRESSIONAL DISTRICT 


Exurerr 1 
(Text, p. 20) 


EXTRACTS FROM STATEMENT TO CLERK, HOUSE OF REPRESENTATIVES, OF 


DR. THEODORE R. M. HOWARD, REPUBLICAN CANDIDATE FOR CONGRESS, 
18ST DISTRICT, ILLINOIS 


List of Contributions 





Name and Address 


Arthur J. Wilson, 6054 Cottage Grove, Chicago, Illinois._.._................-.-.-- 
Dr. Ellis Johnson, 500Bast 33rd Street, Chicago, Dlimois-.-.. -............- 
Hermes Zimmerman, YMC A, 50008. Indiana A venue, Chicago, Mlinois___. 
Jerome Morgan, 542 Bast 61st Street, Chicago, Illimois___..........--._---- 

Dr. James Scott, 6254 St. Lawrence, Chicago, Illinois 
H. N. Walden, 4017 8. Drexel, Chicago, Ilimois.--._.......---.-------ss seed seek 
Golden B. Darby, 6152S. Cottage Grove, Chicago, Mlinois 


Total Contributions 











Exuteir 2 
(Text, p. 20) 


List of Expenditures 








Date Name and Address Object Amount 

> ee Urbanaides, 2400 Michigan Ave., Chicago, TI]. ..............-- Tickets__._.._._.. $25. 00 

5/15 ..| American Rose Art Club, Chicago, Il]__._.....-.-.-.--------- 30. 00 

6/16____._.| Chicago Defender, 35th & Indiana A ve., Chicago, Hl -__- -__- 100, 00 

6/28.......| Volunteer Services Guild, Provident Hospital, East 5ist Street, 25. 00 
| Chieago, Til. 

ORir22. Union Lithographers, 4808 Wright Wood Ave., Chicago, Ill. .. 35.00 
eg I RE a OR BE SRB dp Bien th $215. 00 


} 





Pre-Election Statement filed October 24th, 1958. 
Acknowledged by Clerk of House on October 27th, 1958. 


Total Expenditures listed for personal expense (not. included in 
$2,500 limit) : $595.89. 
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Exuuisir 3 
( Text, p. 20) 


Dr. T. M. R. Howard, 1st Congressional District, Ilinois— 
Candidate for 


Contributions 


I, I iain ss bincteda a itt DM en mneenpni eeicnmnsiticinengeiciesapinaiiniain $750. 00 
November 21, 1958 
10-24 Jerome Ruther, 8705 S. Commercial, Chicago. 1. $25. 00 
10-24 D. O'Malley, 188 W. Randolph Street, Chicago____ 25. 00 
10-24 Women's National Republican Club of Chicngo_.._. 100.00 
10-28 Gale Marcus, 1 North LaSalle Street, Chicago____ 25. 00 
10-31 United Republican Fund, 80 B. Jackson Boulevard, 
CF cn ectpren ayers sno SUE et See antivesdnnidbanciaens 1, 500. 00 


Total aggregate of all contributions to date of filing__.________ 2, 425. 00 
Total aggregate of all itemized expenditures.._............- 695. 00 
Total aggregate of all expenditures not included in determin- 

i i ni ce ee ES OURS SIRE oe So ae er ae 1, 015. 89 


Date of Election—November 4, 1958. 
Date of Filing—November 21, 1958. 


Exnisit 4 


(Text, p. 20) 
RROOTtRT CO VICTIIT cease yeti Die kien boi eestinectitt cine $215. 00 
Name of Person To Whom Expenditures Made: 
10-31 Jack I. Cooper (Radio adv.), 1335 West 111th Place, 


10-31 B.E. Freeman, (WBEBE), Harvey, Illinois (Radio). 130.00 
10-31 Nat J. Taylor, 5216 Michigan Avenue, Chicago 
GeeO ee, Ci adie tenn a wae rtp ty ON Od i eed SLB 8 100. 00 
10-31 Earle Sardon, 306 W. 48rd Street, Chicago (Public 
SnniemiemenS ) acai ss ieee Sb 100..00 
10-31 Rudy Roach (Radio), Hayes Hotel, Chicago_..___ 50. 00 
—_———-- 480. 00 





Es 695. 00 
Amount brought forwards s..6 ojpGeeslc sda bcehp stad bbb eek 1, 675. 00 





Total contributions herein reported___.._-__--_-_..--_-_.- 1, 675. 00 
Total amount of contributions reported in previous statement_______ 750. 00 





Total aggregate amount of all contributions.__...-.....-.-____ 
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APPENDIX Ill. EXHIBITS TO ACCOMPANY REPORT ON 
KANSAS, SIXTH CONGRESSIONAL DISTRICT 


Exner 1 
(Text, p. 29) 


AFFIDAVIT 
SraTe or Kansas, 


County of Osborne, 88: 


Ethel Williams, of lawful age, being first duly sworn upon oath 
says: That she is a resident of the City of Osborne, in the County of 
Osborne, State of Kansas; that she resides in the Second Ward of said 
City of Osborne; that at the General Election held in the State of 
Kansas on the 4th day of November, 1958, she served as a Clerk on 
the Election Counting Board in the Second Wardjof the City of 
Osborne, Kansas; that Marvel Watson served as the other Clerk upon 
said Counting Board in Second Ward of said City and Lloyd Ayres 
Clara Seidel and Emmett George served as the Judges in: said Secon 
Ward, in the City of Osborne, State of Kansas; that on or about, 12 
o’clock, noon of November, 1958, the Counting Board in said Second 
Ward of said City of Osborne, Kansas, commenced counting State and 
Federal Ballots cast in said Second Ward of said City; the procedure 
followed by said Counting Board was to have Emmett George remove 
the ballots from the box and then’ Clara Seidel would call the votes to 
Marvel Watson and this affiant and we would then record the votes 
cast and Lloyd Ayres, one of the Judges, would string the ballots after 
the votes were counted; in removing ballots Emmett George would 
take several ballots from the ballot box, lay them on the table and then 
pick up the ballots one at a time and lay them in a pile near Clara 
Seidel and she would then take the ballots one a a time and call out to 
Marvel Watson and myself the vote cast. 

Shortly after we started counting ballots, I noticed that. Emmett 
George had a pencil and was marking the squares on ballots occa- 
sionally, I have no idea as to how many ballots were marked or what 
squares were marked although all of the marks were made near the 
top part of the ballot. 

Clara Seidel, one of the Judges of the Election Board for said 
Second Ward, had also noticed that Emmett George was markin 
squares on the ballots which had been removed from the ballot box an 
we discussed this matter ourselves while Emmett George and Lloyd 
Ayres, the other two Judges of the Counting Board of said Second 
Ward, were out of the room but we were uncertain as to just what we 
should do under these circumstances. 

Shortly after the discussion between Clara Seidel and myself, 
Emmett George left: the Counting Room again and Clara Seidel 
or myself asked Lloyd Ayres, the other Judge, who was stringing 
ballots, if he had noticed that Emmett George was marking ballots 
and he told us that he had not noticed any irregularity of this kind 
but said that he would stop it if he saw any-marking of ballots; in a 
few minutes Emmett George returned and ina very short time I saw 
Emmett George mark a square on another ballot and Lloyd Ayres, 
the other Judge on-the Counting Board, immediately accused him of 
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marking the ballot; Emmett George made no denial of having 
marked the ballot but he did not verbally acknowledge or admit to 
us that he had marked the ballot. 

Lloyd Ayres, the Judge who had made the accusation against Em- 
mett George, then called the City Clerk and the County Clerk and 
asked them to come to the polling place of said Second Ward; the City 
Clerk came down to the polling place of the Second Ward in a few 
minutes but the County Clerk did not come down until later in the 
day. When Frank Chalk, the City Clerk of the a of Osborne, 
Kansas, arrived at the polling place of the Second Ward he asked mem- 
bers of the Counting Board what the trouble was and Lloyd Ayres 
told him that Emmett George was marking ballots and Frank Chalk 
ask Emmett George if he was marking ballots and Emmett George 
said “That Man said I did”. From that time on I am certain that no 
ballots were marked and in fact I did not see Emmett George have 
a pencil at the polling place after that time although I did see him 
have a ballpoint pen. 

Erne. Wiu1aMs, A fiant. 

Subscribed in my presence and sworn to before me this 21st day of 
November, 1958. 


[sEAL | Dauxas Carvii1, Notary Public. 


My commission expires January 5, 1962. 





Exureir 2 


(Text, p. 29) 


AFFIDAVIT 
Strate or Kansas, 
County of Osborne, ss: 


Lloyd Ayres, of lawful age, being first duly sworn upon oath, says: 
That my name is Lloyd Ayres and that I reside in the Second Ward 
of the City of Osborne, in the County of Osborne, State of Kansas; 
that on the 4th day of November, 1958, at the General Election held 
in the State of Kansas, on said date, I served as a Judge on the Election 
Counting Board for said Second Ward in the City of Osborne, in 
the County of Osborne, State of Kansas; that Clara Seidel and Em- 
mett George likewise served as Judges on said’ Counting Board for 
said Second Ward and Ethel Williams and Marvel Watson served 
as Clerks for the Counting Board for said Second Ward in said City 
of Osborne, State of Kansas. 

On or about Twelve o’clock, noon of said election day, on the 4th 
day of November, 1958, the Counting Board of said Second Ward 
of the City of Osborne, Kansas, started counting the State and Federal 
Ballots; our procedure of operation was to have Emmett George re- 
move the ballots from the box and give them to Clara Seidel, the 
other Judge, who would call out the votes to the Clerks who would 
then record the votes cast; whereupon the ballots were given to me 
and I would string them : Emmett George would remove several ballots 
from the ballot box and lay them on the table and then pick up the 
ballots one at a time and lay them over on the table near the other 
















CAMPAIGN EXPENDITURES, 1958 75 


Judge, Clara Seidel. After we had counted votes for several hours 
Emmett George, one of the Judges, left the room and either Ethel 
Williams or Clara Seidel although I do not recall which one, asked me 
if I had noticed that Emmet Bane was marking the squares on 
ballots; I told them that I had not noticed it but that he would stop 
if I saw him marking any ballots; Emmett George returned in a few 
minutes and I continued with my work but watched him rather closely 
and in a short time I saw Emmett George mark a square near the 
top on one of the ballots whereupon, I immediately accused him of 
marking the ballots and he made no denial of having marked the ballot 
although he did not make any verbal acknowledgment or admission 
of having marked the ballot. 

I then called the City Clerk and the County Clerk and asked them 
to come to the polling place of the Second Ward for the City of 
Osborne; the City Clerk arrived in a few minutes but the County 
Clerk did not show up for an hour or more after I called him. When 
Frank Chalk, the City Clerk of the City of Osborne, Kansas, arrived 
at the polling place for said Second Ward he asked what the trouble 
was and I told him that Emmett George was marking ballots where- 
upon Frank Chalk asked Emmett George if he was marking ballots 
and Emmett George said “That Man said I did”. 

I did not see Emmett George mark any more ballots after I accused 
him of having marked the ballot I saw marked and in fact I am 
quite certain that none were marked because I did not see him have 
a pencil after the City Clerk was at the polling place although I did 
see him have a ball-point pen. 

Luoyp Ayres, A fiant. 


Subscribed in my presence and sworn to before me this 19th day 
of November, 1958. 


[seat] Datias CaRpILL, 
Notary Public, 
My commission expires January 5, 1962. 





Exureit 3 


(Text, p. 31) 


STATEMENT 
Strate or Kansas, 


Norton County, 8s: 


Inez Keith, of lawful age, being first duly sworn, on oath states : 

I am a resident of Almena, Kansas, and have lived here all my life. 
Almena is a small community in Norton County, Kansas, and has a 
papal of about 550 to 600 people. I have worked on our election 
yoards in Almena quite often in the past, either as clerk on the 
counting or on the receiving board. 

I served as a lawfully appointed clerk on the receiving board in 
Almena Township or voting precinct at the last general election on 
November 4, 1958. I arrived at the polls for my duties about 7:45 
A. M. that morning. The polls were to open at 8:00 A. M. Our 
Almena polling place that day was in the city hall. When I arrived I 
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found present the other clerk, Mrs. George Rumsey and I believe the 
three judges were also there. They are B. E. Marsh, David Bantam, 
and Wilfred Hempler. Ruben Graf, the township trustee who seemed 
to have charge of the election arrangements, was also there. 

When I got ready for my duties'the other clerk informed me there 
were 28 out-of-state absentees and disabled votes to copy in my poll 
book—from her book. She said she had ‘copied the names of these 
voters off the envelopes in which the 28 ballots were enclosed. I said 
that I thought we should be copying these ballots together but that 
didn’t seem to impress any of them. The ballots had already been 
put over on the other table for the judges. All this before 8:00 A. M. 
when the polls were to open. As I was reading over this list of 28 
names I was to copy from Mrs. George Rumsey’s poll book I noted 
names that I challenged because I felt the votes were improperly cast. 
I challenged specifically Mrs. Mary Taylor who had cast a disabled 
vote and was one of the above-mentioned 28 votes listed in Mrs. 
Rumsey’s poll book when we began. The reason for my challenge 
of Mrs. Taylor was that she was an alien and not a citizen and there- 
fore not entitled to vote. Mrs. Taylor’s daughter, Mrs. Esther 
Bender of Almena, Kansas, had informed George Breiner, local 
Democratic county chairman of the non-citizenship status of her 
mother the night before election and Mr. Breiner had communicated 
that information to me before I assumed my duties as election clerk. 
My challenge was overruled by Mr. Graf and he told me that it was 
a matter for the judges, not for me. I challenged the vote of June 
Dunavan and Wilbur Dunavan, who were two more among this list 
of 28 voters in Mrs. Rumsey’s poll book because these two young folks 
have never lived here and have lived in Colorado for some time, but I 
received the same response from Mr. Graf to these two challenges. 
I also challenged from this list of 28 the votes of Mr. and Mrs. Harold 
Purcell because I know they sold their home at public auction in either 
late August or early September and took their possessions and moved 
out to Colorado Springs, Colorado. I challenged Mr. & Mrs. Aus- 
tin Baker, Mr. & Mrs. Charles McCormick, and Mrs. Addie Hancock, 
all of whom had cast disabled votes and were included in that list 
of 28 abovementioned. Mr. Baker walks down town quite often, 
Mrs. Baker does her own housework, walks around her home and yard 
and rides down town often with her daughter. Mr. McCormick 
walks to town often and although Mrs. McCormick isn’t able to walk 
many places, primarily because of her age, she does her own housework 
and rides out visiting among friends and relatives. Mrs. Hancock 
goes to lodge and church and although she can’t walk too much she 
is able to be up and around, isn’t sick, and if given a ride could have 
gone to the polls easily. I felt all these folks could have voted at 
the nolls had they wanted and that they were not truly disabled. My 
challenge to these received the same response as the other challenges 
mentioned above. 

After I returned from noon lunch T'was told by Mrs. Rumsey; the 
other clerk, that while I was out Mrs. Truda Hamilton, the Repub- 
lican precinct committeewoman for our Almena precinct, brought in 
two more disabled votes and these were to be posted in my poll book. 
I can’t say that they were ever brought in because I didn’t see them 
and no one showed them to me. I challenged them because of the 
procedure in handling them in that manner and also because disabled 
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votes were supposed to be cast before ‘the election but they ignored 
my protest. ‘These are numbers 29 and 30.0n the list of out-of-state 
absentees and disabled voters set out in our election poll books. 

Another thing; shortly after I started: my duties and had chal- 
lenged the disabled and absentee ballots as previously mentioned, 
Mrs. George Rumsey, the other clerk, told me that Miss Wilma Ross, 
an employee of the county clerk, G. V. Sarvis, had come before the 
polls opened, about 7:30 and asked for another ballot from the 
judges of our receiving board and received one and left with it... It 
was never returned while I was there, none of us.seemed to know 
why she wanted it, and insofar as I am concerned, it was never 
accounted for. 

The above facts and statements are true and correct. 

Dated at Almena, Kansas, December 9, 1958. 

Inez Kerru. 


Subscribed and sworn to before me this 9th day of December, 1958. 
[sEaAL] M. M. Dover, Notary Public. 


My term expires January 26, 1959. 





Exuieir 4 
(Text, p. 31) 


STATEMENT 
Srate or Kansas, 
Norton County, 8s: 


Ola J. Bright, of lawful age, being first duly sworn, on oath says: 

I am a resident of Almena, Norton County, Kansas. I have lived in 
Kansas all my life and Almena has been my home for the past 14 years. 

I am the Democratic precinct committeewoman from Almena Town- 
ship, Norton County, Kansas, and served as clerk on the counting board 
in Almena township at the general election on November 4, 1958. 

About noon that day Mrs. Inez Keith, who was a clerk for our receiv- 
ing board at this same election and in this same voting precinct told 
me that she had experienced some difficulties because of some of the 
out-of-state and disabled votes. She told me she arrived for her duties 
before the polls opened at 8:00 A. M. and found that the out-of-state 
and disabled votes had already been processed by the receiving board 
and she was given no opportunity to participate in the reception of 
those ballots—28 in number. She said she protested this but was dis- 
regarded and then she went through the list and found some folks 
whose votes should not have been counted. She told me she challenged 
the vote of Mrs. Mary Taylor because she had no right to vote and was 
not a citizen. She also challenged the votes cast by June Dunavan and 
Wilbur Dunayan and Mr. & Mrs. Harold Purcell because none of them 
were residents of this voting precinct. Then she told she challenged 
the disabled votes of Mr. & Mrs. Austin Baker, Mr. & Mrs. Charles 
McCormick and Mrs. Addie Hancock because they were not truly dis- 
abled and could have voted at the polls election day. 

After hearing this I registered further protest with B. E. Marsh 
and David Bantam, two of the receiving board judges. 1 again empha: 
sized that Mrs. Mary Taylor had no right to vote because of her non- 
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citizenship status. I also told them that June Dunavan and Wilbur 
Dunavan were not residents of this precinct and township but were 
living in Colorado, that he was teaching out there. I reminded them 
that Mr. and Mrs. Harold Purcell had sold their home and moved from 
here some time before election. They disregarded me and wouldn’t 
accept the challenge of these votes. They wouldn’t argue but they 
wouldn’t give these protests any consideration: 

I also told the board and these judges that Austin Baker shouldn’t 
have been permitted to vote a disabled vote because he goes down town 
often, walks there nearly every day, and that there was no excuse why 
he couldn’t vote at the polls. This they also disregarded. 

The above people were listed among the 28 out-of-state absentee and 
disabled votes listed in the poll book. I examined the poll books for 
myself and found these same people named in the group of votes 
reserved for out-of-state absentees and also disabled votes. 

[also noticed off and on all day that the receiving board was having 
difficulties with B. E. Marsh, one of the judges, because his ballots were 
mixed and they had to get the ballot numbers straightened out. 

Dated at Almena, Kansas, December 9, 1958. 

Oxa J. Bricut. 


Subscribed and sworn to before me December 9, 1958. 
[ sEAL] » Notary Public. 








My term expires January 21, 1959. 





Exnugrsit 5 
(Text, p. 31) 


STATEMENT 
Strats or Kansas, 
Norton County, ss: 

George M. Breiner, of lawful age, being first duly sworn on oath 
states : 

I am 64 years of age and have lived in Norton County, Kansas, 
since about 1912. I am and have been Norton County Democratic 
Party chairman for more than the last twenty years. 

On November 11, 1958, I went to the meeting room of the Norton 
county commissioners in the courthouse in Norton, Kansas, to observe 
the counting of the within-state absentee ballots. Also present were 
the Republican county chairman, J. C. Tillotson, and Glenn F. Hicks, 
the Democratic party candidate for county clerk. We three were not 
permitted in the room right away because the three county commis- 
sioners, county clerk and county attorney, were processing the absentee 
ballots and removing them from the envelopes. After that we were 
permitted in. First thing we were told there were 39 within-state 
absentee ballots and they had thrown out four of them, They wouldn’t 
give us any evidence to support the correctness of that total vote 
figure and when we asked why the four were thrown out we were in- 
formed it was none of our business. Hicks and I were shown nothing 
as to why these four votes should be thrown out and the only thing 
we heard was that one of them had an improper affidavit and that 
was why it was voided. 
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Then they started counting the ballots. Several of them had big 
“X” marks m pencil across:a block of offices, instead of within a square. 
One not only had this X but also had some writing on it, as I recall 
something that looked like “EMS.” Four ballots were torn and some 
of the ballots either had writing or X marks on both in ink instead of 

ncil. Two ballots were blue sample ballots and not regular ballots. 
Several of the ballots were not blank as to the district, county and 
township offices but had the names of candidates from another count 
or counties printed thereon—that is, they were not completely in bla 
as to these district, county and township offices. Objection and chal- 
lenge was made by myself, and at times by Mr. Hicks, to these ir- 
regularities, but in most instances we were overruled and the ballots 
counted. As I recall, perhaps they threw out the blue sample ballots 
and some of the inked ones but the other irregular ballots mentioned 
above were counted in. 

I have read the above and it is true to the best of my recollection 
and belief. 

Dated at Norton, Kansas, December 9, 1958, 

Guo. M. Bremner. 


Subscribed and sworn to before me this 9th day of December, 1958. 
[SEAL | M. M. Dover, 


Notary Public. 
My term ends January 26, 1959. 





Exuipit 6 
(Text, p. 31) 


STATEMENT 
Srate or KANsAs, 
Norton County, 8s: 


Glenn F. Hicks, of lawful age, being first duly sworn on oath states: 

I am 63 years of age and except for a period of about 8 years have 
been a resident of Norton, Kansas, all my life. I was elected County 
Clerk of Norton County, Kansas, on November 4, 1958, at the general 
election held in that county. 

On or about November 11, 1958, I was present in the County Com- 
missioners’ Room at the courthouse in Norton, Kansas, when they, 
the county clerk and the county attorney went through the within- 
state absentee ballot counting. Also present were George Breiner, 
Democratic county chairman of Norton county and J. C. Tillotson, 
the Republican county chairman for Norton county. 

The three commissioners, the county clerk and county attorney had 
been in the room together and had opened the envelopes containing 
the within-state absentee ballots and after they did that Breiner, 
Tillotson and I were permitted to come in. 

The first thing we were told was that there were 39 within-state ab- 
sentee ballots, but that they had thrown out four of them. Breiner 
and I inquired as to the reason therefor but were told in substance this 
was none of our business. It was mentioned that one of the affidavits 
was improper and was thrown out for that reason. But we were given 
no answers or further evidence to support this and were shown noth- 
ing. 
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Then they started counting the remaiming ballots. Among those 
reviewed were two blue ballots which were nothing more than sample 
ballots. A number of the ballots included in.this group appeared to 
be ballots with the names of candidates from other counties or town- 
ships outside Norton county printed thereon—and were not com- 
pletely blank ballots for voting district, county and township officers 
on within state absentee ballot forms. Further, several of the ballots 
had large “X” marks crossed outside the bounds of the squares and 
these “X” marks were in pencil and ‘covered blocks of several offices: 
These and the ballots that had the names of out-of-county candidates 
printed thereon were counted. One ballot had this huge “X” mark 
over a block of offices and candidates and also had written in pencil 
“EMS” and this was counted in. There were, as I recall, four ballots 
in this group which were torn, but were counted. Some of the ballots 
were either marked with an “X” or names written in, in ink, Objec- 
tions were voiced to these discrepancies by the Democrat county 
chairman but were overruled in most of the above instances. 

I have read the above and the same is true according to my best rec- 
ollection and belief. 

Dated at Norton, Kansas, December 9, 1958, 

Gurenn F. Hicks. 


Subscribed and sworn to before me this 9th day of December, 1958. 


[SEAL] M. M. Dover, 
Notary Public. 
My term expires January 26, 1959. 


APPENDIX IV. EXHIBITS TO ACCOMPANY REPORT ON 
KENTUCKY, FIRST CONGRESSIONAL DISTRICT 


Exuisit 1 
(Text, p. 33) 
In the Calloway Circuit Court 


Nosre J. GREGORY, PLAINTIFF 
Ws. 


Catitoway County Boarp or ExLection CoMMISSIONERS, AND COHEN 
STUBBLEFIELD, GorDoN CroucH anp W. C. Butrerwortu as Mrem- 
BERS OF THE CALLOWAY County Boarp or ELEcTION CoMMISSIONERS : 
MarsHat County Boarp or ELection CoMMISSIONERS, AND GEORGE 

Littite, Expert INMAN AND LuTHER CoLE as MEMBERS OF THE 

MarsHatt County Boarp or Execrion Commissioners: LoGaN 

County Boarp or Exiection CoMMISSIONERS, AND Epna D. Price, 

Mrs. Jane C. Lyne aNp Lawrence Forey as MEMBERS OF THE 

Logan County Boarp or ELEcTION COMMISSIONERS, DEFENDANT 


FINDING OF FACTS, CONCLUSION OF LAW AND JUDGEMENT 


This is an action for the recount of ballots cast in the primary 
election held on the 27th day of May, 1958, in the First Congressional 
District. The action is filed under the provisions of KRS 122.060 and 
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requests a recount in the counties of Marshall, Calloway and Logan. 
It is the understanding of the Court that the provisions of this 
statute are mandatory and that the Court has no discretion in ‘the 
matter. Once the integrity of the ballot boxes are sufficiently shown, 
the Court must proceed with the recount forthwith. 

Upon the hearing concerning the integrity of the ballot boxes, much 
evidence was heard by the Court. This evidence mostly concerned 
exposure of the ballot boxes to the possibility of tampering, if the 
persons who had access to them had have been so inclined. There was 
no positive evidence that any of the boxes had been tampered with or 
of any attempt to tamper with them by any person or persons. 

A ballot box is an object of considerable strength within itself.. The 
box is constructed of heavy gauge metal closed and fastened with 
three locks. Unless a person has access to a key to these locks, it would 
be practically impossible to disturb the contents of the box without 
leaving a great deal of visable physical evidence upon the box itself. 
None of the boxes here under consideration showed any recent, visible 
evidence of having been pried open, mutilated, or otherwise damaged 
in any manner. iecra! of the boxes, as shown by the transcript of 
evidence, did not have the vent flap fastened. This would make it 
possible for someone to drop an object the size of a ballot into the 
box, if that person or persons were so inclined, However, if this were 
to happen, it could readily be detected upon conning. [ne ballot boxes, 
as the box would then contain a larger number of ballots than were 
originally counted by the election commissioners and a larger number 
than the number of stubs left remaining in the ballot book. In addi- 
tion to this, the ballot book itself, is locked inside the box and it would 
be impossible to gain access to it through the vent flap. Therefore, 
any ballot dropped in the box after the completion ofthe original 
count, would have to come from some source other than the ballot book 
used at the polls and then in all probability could be readily detected. 

From the evidence heard and from an examination of the ballot 
boxes themselves, the Court is convinced that their contents had in 
no way been disturbed since the original count by the election com- 
missioners and therefore holds that the integrity of the ballots have 
not been violated. It is the opinion of the Court that it has authority 
to examine the boxes themselves and their contents in determining 
their integrity. See Brock v. Saylor, 300 Ky. 471, 189, S. W. 2d 688, 
quote, “Where the boxes themselves have been reasonably secured from 
interference, the Court may look at each and into its contents and per- 
mit each box to speak for itself.” 

In all boxes opened by the Court, the number of ballots found in 
the box tallied with the number taken from the ballot book and with 
the number found to be in the box by the election commissioners on 
the original count. Therefore, the Court has no reason to believe that 
any ballots had been added or withdrawn from any of the boxes. In 
some cases, the number of votes in the congressional race here under 
consideration, do not talley with the total number of ballots voted. 
This is explained by the fact that.there were other races and in some 
cases, magistrate races where there were a large number of ballots cast, 
upon which the voter did not vote in the congressional race. How- 
ever, in these races the Court was careful to note that the number of 


ballots in the box corresponded with the number which had been torn 
from the ballot book. 
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MARSHALL COUNTY 


In Marshall County the difference between the election commis- 
sioners tally and that made by the Court in all instances except one, 
was due to the discovery by the Court of ballots that had not been 
signed by the election officers and were therefore excluded from the 
count or a difference in the opinion of the Court and the election*com- 
missioners on whether particular ballots were spoiled because of mark- 
ings or blurs on the face of the ballot. The one exception to the above 
rule was the Calvert City precinct, where the Court found an error in 
the original talley of the election commissioners. Also, in this pre- 
cinct, the Court found one ballot which was obviously not cenek by 
the election officers and did not count this ballot. 

All ballots in this county, as were all ballots in the other two 
counties, which were objected to by counsel during the count, were 
marked by the Court in pen and ink as exhibits. 


Upon recount of the ballots the Court found that 


CORY SOSRT Ve SS 8 Cates ee: 558 votes 
and that 
Sedeuieield ‘revdived . oo ei a 1,185 votes 


LOGAN COUNTY 


In this county attorneys for Stubblefield and attorneys for Gregory 
interposed several objections, all of which appear in the transcript of 
evidence. These objections the Court overruled and cites as authority 
for its ruling the case of Allen v. Sturgill, 311 Ky. 17. 223 S. W. 2d 164, 
and Howard v. Rowland, 261 SW 2d, 280. 


Upon a recount of the votes the Court finds that in this county 


CO ON ne neg ire ee in ne 462 votes 
and that 
rll laren tie as a st tected 9,245 votes 


CALLOWAY COUNTY 


In this county attorneys for Stubblefield and attorneys for Gregory 
interposed several objections, all of which appear in the transcript 
of evidence. These objections the Court overruled and cites as 
authority for its ruling the case of Allen v. Sturgill, 811 Ky. 17, 228 
SW 2d 164, and Howard v. Rowland 261 SW 2d 280. 

Upon a recount of the votes the Court finds that in this county 


SOP, TIONS cere creme ores oenpebin el biese Eee 462 votes 
and that 
SOEUR SUIT Ta eet neers Dawe chemin 2,245 votes 


CALLOWAY COUNTY 


In this county attorneys for Stubblefield and attorneys for Gregory 
interposed several objections, all of which appear in the transcript of 
evidence. These objections the Court overruled and cited as authority 
for its ruling the case of Allen v. Sturgill, 311 Ky. 17, 228 SW 2d 
164, and Howard v. Rowland 261 SW 280. 
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In this county there appeared in Murray precinct Number 5, and 
in possibly one or two other precincts, some ballots which had 
numerals on the face of them. The Court overruled the objection to 
these ballots, as it appeared to the Court from examination of the 
ballots that the numerals had been placed there by the counters in 
the original talley of the votes by the election commissioners. In 
Murray Number 2, precinct, a person by the name of R. E. Kelly, 
signed a ballot and was not listed on the cover of the ballot book as 
an election officer. The Court overruled the objections to this ballot 
at the time of the count and counted it. However, after examination 
of the case of Howard v. Rowland 261 SW 2d 280, the Court is of the 
opinion that it errored in counting this ballot and therefore is re- 
ducing Stubblefield’s total in Calloway County by one vote, making 
the final totals in this county. 


Gregany.. 2. scenic asides sees bea ie 618 votes 
Scent aici whit nto d  mwhilshiletdinatbblblee entitled 4,089 votes 


During the course of the recounting the ballots, the Court had an 
opportunity to examine all of the ballots, the boxes, and the election 
paraphernalia, and the Court found many discrepancies and irregu- 
larities which obviously took place during the course of the election 
or while the ballot boxes were being transported from the precinct 
to the courthouse. These irregularities cannot be considered by the 
Court in a recount proceeding. It is entirely possible that these 
irregularities were caused and brought about by the unfamiliarity 
of the election officers of their duties in the election process and that 
they were all innocent mistakes. In some instances, the Court found 
where there were obvious forgeries and in one instance the Court 
found where one election officer’s name was signed in three different 
handwritings. 

A citizen’s right to vote stands as one of his most precious rights 
and once he goes to the polls and casts his vote, he has the right to have 
that vote counted and not to be diluted or cancelled by illegal or 
fraudulent votes placed in the box with it. In view of these facts, 
this Court feels that it has an obligation to refer this matter to the 
proper officials for their investigation and as above stated, it is en- 
tirely possible that all of the irregularities detected, were innocent 
mistakes. However, on the other hand, the Court feels it is just as 
possible that upon a thorough investigation it might be determined 
that they were not innocent mistakes. Therefore, it is directed that 
a copy of this judgment be mailed to Hon. David Martin, Common- 
wealth Attorney, 7th Judicial District, Franklin, Kentucky, Hon. 
James Lassiter, Commonwealth Attorney, 42nd Judicial District, 
Murray, Kentucky, and Hon. J. Leonard Walker, United States Dis- 
trict Attorney, Room 211, Federal Building, Louisville, Kentucky. 


JUDGMENT 


The Court having heard the foregoing action upon the pleadings 
and proof as in the record, and being sufficiently advised, doth hereby 
order and adjudge that the election commissioners of Marshall, Callo- 
way, and Logan counties certify to the State Election Commission m 
Frankfort, Kentucky the results of the primary election held on the 
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27th day of May, 1958, for the office of Congress in the First Congres- 
sional District to be as follows: 


Marshall County 


Geepetyeies wll od ek a ed ak Ble ee 558 votes 
Stubblefields culos uci d 20) gala wi a lel 1,185 votes 
Logan County 
Gubetreiso 2vessuido adi S70. Laan 462 votes 
pimeineis £46.22. 40s). Le i oo ad 2,245 votes 
Calloway County 
@uemeey ainda ules mallee a latiel 618 votes 
I NI oa aise ili einige meinen on SAUL d Le 4,089 votes 


It is further ordered and adjudged that the contestant, Noble J. 
Gregory, pay the cost of this action. To all of which both the con- 
testantand the contestee object and except. 

Given under my hand this the 8th day of July, 1958, 

s/ Earl T. Osborne, 
Eart T. Osporne, 
Judge, Calloway Circuit Court. 
Copy attest : 


James H. Briarocn, Clerk. 





Exutsrr 2 
(Text, p: 33) 
In the Calloway Circuit Court 
Civil Action #—— 
Nose J. GREGORY, PLAINTIFF 


V8. 
Frank A. STUBBLEFIELD, DEFENDANT 


PETITION FOR CONTEST OF PRIMARY ELECTION 


I 


(1) Plaintiff states as hiscause of action that at the primary election 
held May 27, 1958, in the First. Congressional District.of Restencs 
under the provisions of KRS 119.010 through 119.990 that he was a 
candidate for the Democratic nomination for the office of United 
States Representative from said First Congressional District which 
is comprised. of seventeen counties, and inj which district are located 
Calloway County, Ky., Marshall County, Ky., and Logan County, Ky. 

(2) That the defendant Frank A. Stubblefield was on May 27, 1958, 
and now is a resident of Calloway County, oe 

(3) That the plaintiff herein received a number of votes in said 
primary election, according to the unofficial returns, of not less than 
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fifty per cent of the votes cast for the defendant Frank A. Stubblefield. 

Plaintiff states that by the tabulation of said primary election in the 

First Congressional District that the defendant received 16,302 votes 

and that the plaintiff received 15,870 votes, a difference of 432 votes. 
1] 

(1) Plaintiff further states that in Logan County, Kentucky, the 
election officers did not preserve the secondary stubs after the same 
were detached from the ballots, according to KRS Section 118.280 and 
118.290 and did not preserve said secondary stubs according to KRS 
118.355, and that said stubs. were destroyed or thrown away by the 
election officers in all precincts of Logan County, in violation of the 
sections above stated. 

(2) Plaintiff states that the principal purpose for which KRS 
118.355 was enacted was the prevention of “chain voting” and that 
the secondary stubs are a safe guard against same, and that the re- 
quirements of the Kentucky election laws require that the Clerk of 
an election officer enter the voters name on the primary stub book 
and also on the secondary stub and that the voter then return the 
secondary stub to the election officer after voting, and that this sec- 
ondary stub shall be retained: by the election officer and placed in a 
sealed envelope and returned with other election materials to the 
County Court Clerk. Plaintiff states that by reason of the violation 
of said section of the Kentucky Revised Statutes that the Logan 
County Election Officers opened the door for said “chain voting” all 
to the detriment and prejudice of the petitioner herein. 


Ill 


Plaintiff further states that in every precinct in Logan County the 
name of more than twenty per cent of the persons whose names appear 
on the signature books of each precinct did not cast a ballot in those 
precincts but that a ballot was cast for each of those persons through 
fraud by someone for the defendant Frank A. Stubblefield to the 
detriment and prejudice of this plaintiff, and had these votes not been 
illegally cast the petitioner would have been the successful candidate 
in the said primary election. 

IV 

Petitioner further states that Associate Counsel for this petitioner 
has been refused access to the public records of the registration and 
comparative signature books in Logan County for the purpose of 
ascertaining the particular individual names of these illegal voters, 
and that said: custodian of said comparative signature books and 
registration books now has made it known to Associate Counsel! that 
they would not turn over said registration books and comparative 
signature, books until a court order required them to do so, all to the 
detriment of the petitioner herein, in that he cannot properly ascer- 
tain the individual voter’s names who appear on the comparative 
signature book. Petitioner further states that such records are public 


records and are open to the public in the County Court Clerk’s Office, 
but that he has been refused access to same. 








86 CAMPAIGN EXPENDITURES, 1958 


V 


Petitioner further states that Mrs. Gordon Crouch who resides in 
a county precinct, Lynn Grove, Calloway County, Kentucky, acted 
as an election officer in precinct number 1 in the City of Murray, 
Kentucky, in violation of KRS Section 116.080; therefore, said elec- 
tion officer was not an eligible election officer in said precinct number 1 
in Murray, Ky., in that she did not reside in said precinct nor was 
ualified to vote in said precinct and had not resided in the precinct 
or twelve months next preceding the date of the primary election, 
and that many qualified people resided in said precinct who could 
have been chosen to act as an election officer. 


VI 


Petitioner further states that a Republican election officer, Mr. 

Riley, in precinct number 5 of Calloway County, Kentucky, 

on May 27, 1958, was in fact a resident of precinct number 10 and he 

was not an eligible election officer in that he was not a qualified voter 

of precinct number 5 and had not resided in said precinct for twelve 

months next preceding the date of the primary election, all to the 
prejudice and detriment of this petitioner. 


Vil 


Petitioner further states that he has previously filed a petition for 
recount under Section KRS 122.060 in the above stated counties and 
that said recount is in process. Petitioner asks this court to continue 
with said recount in addition to hearing the charges above set forth. 


Wuererore, The petitioner prays: 

(1) That all the votes in all the precincts in Logan, Marshall 
and Calloway Counties be recounted under the provisions of KRS 
122.060 in accordance with the prayer in his petition for recount. 

(2) Petitioner further prays that all the votes cast in Logan 
County, Kentucky, be declared null and void and that it be ad- 
judged by the court that there has been no election in Logan 
County in the above mentioned race. 

(3) Petitioner further prays that all votes cast in precincts 
number 1 and number 5 in Calloway County be declared null 
and void and that there has been no election in those precincts 
in the above mentioned race. 

(4) Petitioner further prays for all special and equitable relief 
to which he may appear to be entitled. 

Nosie J. Grecory. 
Subscribed and sworn to before me by Noble J. Gregory this 10th 
day of June, 1958. 
Norma Ivy, 


Notary Public, Graves County, Ky. 
My Commission Expires June 18, 1958, 
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Exnisir 3 


(Text, p. 34) 
In the Calloway Circuit Court 
No. 683 


Nose J. GREGORY, PLAINTIFF 
U8. 


Frank A. STUBBLEFIELD, DEFENDANT 


MOTION 


Comes the defendant, Frank A. Stubblefield, and moves the Court 
to dismiss plaintiff’s petition for contest of primary election in this 
action because same does not state grounds sufficient or any grounds 
authorizing a contest of this election and because same was not filed 
within 15 days from the day of the primary election, and upon this 
motion he prays the judgment of the Court. 


Frank A. STuBBLEFIELD, 
By —-- -.——-- ——- 
Of Counsel for Defendant. 





In the Calloway Circuit Court 
Civil Action No. 683 
Nosrx J. GREGORY, PLAINTIFF 


vs. 


Frank A. STUBBLEFIELD, DEFENDANT 


WITHDRAWAL OF MOTION TO MAKE SPECIFIC 


Comes the defendant, Frank A. Stubblefield, and withdraws his 
motion to require the plaintiff to make his petition more specific, for 
the reason that the time for making more specific his pleadings has 
now expired and same cannot now be legally done. 


Frank A. STusBBLEFIELD, 


Of Counsel for Defendant. 
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Filed in my office this 14th day of June 1958. 
James H. Biatock, 
Clerk, Calloway Co. Circuit Court. 


In the Calloway Circuit Court 


Nose J. GREGORY, PLAINTIFF 
08. 
Frank A. STUBBLEFIELD, DEFENDANT 


MOTION 


Comes the defendant, Frank A.-Stubblefield, and without waivin 
his motion to dismiss the action on the grounds set, forth in sai 
motion, and without waiving his motion to strike certain paragraphs 
from the plaintiff’s petition, moves the Court to require the plaintiff 
to make his paeon for contest of primary election and particularly 
Paragraph III thereof more specific and say what persons in any of 
the precincts in Logan County, Kentucky, did not cast their ballots 
and name the persons for whom ballots were cast through fraud by 
someone for the defendant, Frank A. Stubblefield, and to make his 
petition more specific by alleging who it was that cast the illegal 
votes as mentioned in Paragraph III, and upon this motion he prays 
the judgment of the Court. 

Frank A. STUBBLEFIELD, 


Of Counsel for Defendant. 





Filed in my office this 14th day of June 1958. 
James H. Buaroce, 
Clerk, Calloway Co. Circuit Court. 
In the Calloway Circuit Court 


Nose J. GREGORY, PLAINTIFF 
ws. 


Frank A. STUBBLEFIELD, DEFENDANT 


MOTION 


Comes the defendant, Frank A. Stubblefield, and without waiving 
his motion to dismiss the action on the grounds set forth in said 
motion, moves the Court to strike from plaintiff’s petition for contest 
of primary election Paragraphs II, IV, V, and VI thereof, and upon 
this motion prays the judgment of the Court. 


Frank A. STUBBLEFIELD, 


Of Counsel for Defendant. 
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[Copy] 
In the Calloway Circuit Court 
Nose J. GREGORY, PLAINTIFF 
v8. 


Frank A, SruBBLEFIELD, DEFENDANT 


MOTION 
Comes the defendant, Frank A. Stubblefield, and without waiving 
his motion to dismiss the action :on the ds set. forth in said mo- 


tion, moves the Court to strike from plaintiff’s petition for contest of 
primary election Paragraphs II, XV, V, and VI thereof, and upon 
this motion prays the judgment of the Court. 
is Frank A. Srupsierren, 
Y cnniecacinncseeheimetieigionsa 
Of Counsel for Defendant. 





Exuisit 4 
(Text, p. 34) 
In the Calloway Circuit Court 


Nosie J. GREGORY, PLAINTIFF 
vs. 


Frank A. STUBBLEFIELD, DEFENDANT 
OPINION ON CONTESTEE’S MOTION TO DISMISS 


This is a suit under KRS 122.020 providing for the hearing of pri- 
mary election contests. The plaintiff, Noble J. Gregory, is the con- 
testant and unsuccesful canditate for the nomination for Represent- 
ative of the First Congressional! District of Kentucky to the Congress 
of the United States. He will be referred to hereafter as “contestant,” 
and his opponent in the primary election, Frank A. Stubblefield, the 
defendant here, will be referred to as “contestee,” 

Presently under submission is the contestee’s motion to dismiss the 
yetition for contest, for failure to state-a claim on which relief can 
»e granted. Both parties have requested that the instant motion be 
ruled upon before further proceedings be had on other pleadings and 
motions heretofore filed in the case. 

In response to contestee’s motion, counsel for contestant has limited 
his asserted cause to sections ITI and I'V of the petition, and now urges 
only that the votes in Logan County be cast out, leaving no vote from 
that unit to be counted in this election’ See Hatcher v. Ardery, Ky., 
242 S. W.2d 105. 

For reference, section III of the petition is set out in full: 
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“TIT 


“Plaintiff further states that in every ae in Logan County 
the name of more than twenty per cent of the persons whose names 
appear on the signature books of each precinct did not cast a 
ballot in those precincts but that a ballot was cast for each of those 
yersons through fraud by someone for the defendant Frank A. 
Stubblefield, to the detriment and prejudice of this plaintiff; that 
the plaintiff has been prevented from obtaining the names of said 
persons, as is more particularly set forth in paragraph IV hereof ; 
and had these votes not been illegally cast the petitioner would 
have been the successful candidate in the said primary election.” 


Section IV of the petition, referred to in section ITT, alleges that 
the custodian of the registration records and the comparative sig- 
nature books in Logan County, has refused contestant access thereto 
for contestant’s purpose of ascertaining the names of the illegal voters, 
without a court order. 

Three legal theories of election contests are suggested : 

(a) Where votes are illegally cast and they can be identified for 
which candidate they were cast, such votes will be deducted from the 
total vote for such candidate. Ruyonv. Trent, 270 Ky, 134, 109 S. W. 
2d 396. 

(6) Where the election is so tainted with fraud and corruption as 
to render it impossible to determine who received the greater number 
of legal votes, the entire vote will be vitiated. Taylor v. Neutzel, 220 
Ky. 510, 295 S. W. 873. 

(c) Where twenty percent of the votes in the unit are illegal, and 
it is impossible to tell for whom the votes were cast, the votes from 
the entire unit will be disregarded in the count. Smith v. Jones, 221 
Ky. 546, 299 S. W. 170. Under the contest statute (KRS 122.020) 
the petition must state “the specific grounds relied upon for the con- 
test.” Contestee’s motion to dismiss attacks the sufficiency of con- 
testant’s statement. 

In ordinary civil actions there is required a short plain statement 
of the claim, showing that the pleader is entitled to relief. CR 8.01. 
No technical forms of pleadings are required. CR 8.05. Election 
contests are, however, considered special statutory proceedings under 
CR 1, and the averments that have heretofore been considered neces- 
sary, remain so. A vital allegation in election contests is the names 
of the voters whose ballots are considered illegal. Hodges v. Hodges 
et al., Ky. Opinion April 25, 1958, as extended June 20, 1958. No 
names of alleged illegal voters appear in this petition. 

If contestant’s reason for casting out the votes of Logan County is 
that there was such wide spread fraud and corruption that the elec- 
tive force of the vote could not be determined, the names of the illegal 
voters need not be set out. But in all allegations of fraud, the cir- 
cumstances constituting fraud must be stated with particularity. 
CR 9.02. The case of Zaylor v. Neutzel, Supra (295 S. W.873), cited 
by counsel for contestant for the effect of wide spread fraud in an 
election, indicates that “the details relating to the formation and 
execution of the conspiracy were set out at length in the petition.” 

The term “fraud” standing alone as it does here, is a mere con- 
clusion, and of no effect as a pleading. 
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Also, where a primary contest is based upon the “twenty percent 
doctrine” there is perhaps no need to set out the names of the 
voters for whom and by whom illegal votes were cast. I am not 
clear whether this doctrine comes into effect only after the pleading 
containing names of illegal voters has been reduced to proof, or if 
it is useful in a primary election contest at all. (See Brock v. Wi- 
liams, 260 Ky. 569, 86 5S. W. 2d 324; Johnson v. Caddell, 251 Ky. 14, 
64 S. W. 2d 441.) In any event, before the votes of the entire unit 
will be thrown out it must appear that it is impossible to determine 
for which candidate the illegal votes were cast so that the votes can 
not be charged against one or the other. Land v. Land, 244 Ky, 126, 
50 S. W. 2d 518. The allegation here is that twenty per cent of the 
ballots “were cast . . . through fraud . . . for the slendant, Frank 
A. Stubblefield,” which brings the allegation of the petition away 
from the theory of a substantial percentage of illegal votes whose 
effect is indeterminate back to illegal votes of known effect in that 
they were cast for Frank A. Stubblefield, and are to be deducted from 
the total vote count for him. Under these circumstances the plead- 
ing, to be effective, must set out the names of the alleged illegal voters. 

KRS 122.020 further requires that the petition for contest be filed 
“within fifteen days from the day of the primary election”, and “no 
ground of contest by either party shall be . . . made more definite by 
amendment after the expiration of the time allowed . . . for filing 
the original pleading.” ‘The subsequent tender of the necessary names 
of the alleged illegal voters is considered an amendment to the peti- 
tion to make it more definite, and consequently such amendment is 
limited to the fifteen days following the election day. Bennett v. 
Cavanah, 300 Ky. 655, 190 S. W. 2d 17. 

To avoid the fifteen day filing rule, contestant states in his peti- 
tion that he has been prevented inspection of the election records in 
Logan County by the custodian without a court order, and argues 
that given the opportunity now to so inspect, he will furnish the 
names of voters for and by whom illegal were cast. It is not al- 
leged, however, that contestant asked for any order of court directing 
that the election records be made available to him or that he made any 
effort to canvass the voters in the contested precincts. As a result, 
this allegation is insufficient to allow an amendment after the time 
prescribed by Statute. Brock v. Williams, supra (8€ S. W. 2d 324). 

Counsel for contestant urges thet under the instant circumstances 
the courts should relax the strict interpretation of the statutory 
limitation of time for amendment. He states that to identify and 
tabulate illegal voters in this Congressional District containing seven- 
teen counties with a multitude of precincts in each county within the 
allotted fifteen days, is an impossibility. He argues that in effect 
his client is denied a right to assert his proprietary interest in the 
candidacy. 

I don’t deny it is a monumental task. Primary election contests, 
however, must of necessity be disposed of expeditiously. There is no 
time to prolong the contest by deliberate action because of “he ap- 
proaching general election. Hash v. Smith, 250 Ky. 490, 63 S. W. 2d 
617. For that reason the rule of immediately pleading all things 
necessary, is strictly construed by the courts. It is not form for the 
sake of form, but a practical necessity to at once but the party on 
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notice concerning everything that he will be expected to meet in 
order that the latter may have an opportunity to prepare his case 
and to present it within the given time. Considering the functions of 
a primary, the Legislature has provided reasonable safe guards for 
the voter and for the candidate in the mechanics of the election proper, 
if they want to make them effective. There is provided also, a ju- 
dicial review. But the function of the courts is strictly limited to 
the powers given under the Statute, and the prohibition of considera- 
tion of an amendment filed without the time allowed, is mandatory. 
Bennett v. Cavanah, supra (190 S. W. 2d 17). 

No additional time can be given for an amendment to the petition 
containing the names of the alleged illegal voters. 

Counsel for Stubblefield has urged additional grounds to have the 
petition declared insufficient, namely the statement of capacity of the 
contestant to sue and the inadequacy of the prayer for relief. On 
these, I have considerable doubt, and am expressing no opinion con- 
cerning them. This opinion is confined to the adequacy of the 
statement of contestant’s cause of action contained in sections IIT and 
IV of the petition, on which I have no doubt. 

It is my opinion therefore, that contestant has failed to state a cause 
of action upon which relief can be granted for the reason that the 
names of the alleged illegal voters have not been included within the 
time allowed for pleading nor have circumstances keen pleaded con- 
stituting such fraud that the elective effect of the vote in Logan 
County can not be determined. 

Contestee’s motion to dismiss is sustained. Counsel to prepare 
order and judgment. 

My compliments and thanks to Attorneys for both sides for their 
excellent briefs and arguments and for their courtesy. 

/s/ Atex P. Hompnrey, 
Special Judge, 
Circuit Court of Calloway County. 





Exursir 5 
(Text, p. 34) 

In the Court of Appeals of Kentucky 
Rendered October 3, 1958 
Nosie J. Grecory, APPELLANT 
v. 


Frank A. STUBBLEFIELD, APPELLEE 


Appeal From Calloway Circuit Court—H onorable Alex P. Humphrey, 
Special Judge 


OPINION OF THE COURT BY JUDGE MONTGOMERY 
AFFIRMING 


Noble J. Gregory, is contesting the result of a primary election in 
which Frank A. Stubblefield was successful. The trial court dismissed 
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Gregory’s petition for failure to state a claim on which relief could 
have been granted. 

The parties were the two contending candidates for the Democratic 
nomination for Representative to the Congress of the United States 
from the First Congressional District of Kentucky, composed of seven- 
teen counties. The primary election was held on May 27, 1958. .The 
asserted claim for relief is based on Sections III and LV of the petition. 

Section III follows: ; 


“Plaintiff further states that in every prectnst in Logan County 
the name of more than twenty per cent of the persons whose names 
appear on the signature books of each precinct did not cast a ballot 
in those precincts but that a ballot was cast for each of those per- 
sons through fraud by someone for the defendant Frank A. Stub- 
blefield, to the detriment and prejudice of this plaintiff; that the 
plaintiff has been prevented from obtaining the names of said 
persons, as is more particularly set forth in paragraph IV hereof; 
and had these votes not been illegally cast the petitioner would 
have been the successful candidate in the said primary election.” 


It is alleged in Section IV that in the absence of a court order the 
custodian of registration records and the comparative signature books 
in Logan County had refused appellant access thereto for appellant’s 
purpose of ascertaining the names of the illegal voters. The bases 
of the trial court’s rulmg were that the names of the alleged illegal 
voters had not been pleaded within the time allowed and circumstances 
had not been pleaded within the time allowed and circumstances had 
not been pleaded constituting such fraud that the elective effect of the 
vote in Logan County could not be determined. 

The contest of a primary election is a statutory proceeding. KRS 
122.020. The statute must be strictly observed to give the court juris- 
diction. Brock v. Saylor, 300 Ky. 471, 189 S. W. 2d 688. The Legis- 
lature has authority to prescribe by whom and under what conditions 
a contest may be maintained. KRS 122.010; Kash v. Smith, 250 Ky. 
490, 63 S. W. 2d 617; Gross v. Ball, 258 Ky. 730, 81 S. W. 2d 409; 
Gallagher v. Campbell, 267 Ky. 370, 102 8. W. 2d 340; Stamper v. Hall, 
270 Ky. 164, 109 S. W. 2d 386; Stafford v. Bailey, 282 Ky. 525, 138 
S. W. 2d 998; Diwon v. Maddow, 311 Ky. 28, 223 S. W. 2d 178; Payne 
v. Blanton, 312 Ky. 636, 229 S. W. 2d 438. 

Such contest must, of necessity, be disposed of expeditiously. This 
requires strict construction of the rule concerning pleading so that 
the contestee may have notice concerning everything that he may be 
expected to answer in order to allow him an opportunity to prepare his 
case and to present it within the given time. The burden of proof is 
on the contestant. The presumption is in favor of the regularity of 
elections and returns. Napier v. Cornett, 24 Ky. Law Rep. 576, 68 
S. W. 1076; Gross v. West, Ky., 283 S. W. 2d 358. 

There are three broad bases for contesting a primary election: 
(1) irregularities in the conduct of the primary and ineligibility of 
the voters; (2) fraud, intimidation, bribery, and violence, KRS 
122.030; and (3) corrupt practices, KRS 123.010-990. The “specific 
ground relieved upon” for the contest must be set forth in the petition. 
KRS 122.020. The statute makes no distinction as to the basis upon 
which the contest is made in requiring that the specific ground shall 
be pleaded. 
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The statute is definite in fixing the time within which and the 
grounds upon which the contest may be had. KRS 122.020 provides: 


“* * * by filing a petition * * * within fifteen days from the 
day of the primary election, stating the specific grounds relied 
upon for the contest, * * * No ground of contest by either 
party shall be filed or made more definite by amendment after 
the expiration of the time allowed by this section for filing the 
original pleading. * * *” 


This section of the statute is mandatory and prohibits the filing 
of any amendment making the grounds of contest more definite, 
whether by agreement of the parties or not. The jurisdiction of the 
court is limited to hearing matters properly pleaded by the parties 
within the periods of time prescribed by the statute. Bennett v. 
ont 300 Ky. 655, 190 S. W. 2d 17; Veech v. Casey, Ky., 3055. W. 

268. 

Appellant filed his petition for contest on the fifteenth day after the 

rimary election, which was the last day it could have been filed. 

he pleading is clearly defective under the rule of long standing, 
which requires the pleader to name in his pleadings those persons 
whose votes are questioned where the casting of ineligible or illegal 
votes constitutes a ground of contest. Hodges v. Hodges, Ky., 314 
S. W. 2d 208, and cases cited therein. 

Appellant seeks to excuse his failure by saying that the custodian 
of the records refused to make them available within the fifteen-day 
period. During that time, the parties to this appeal were participat- 
ing in a recount of the votes involved, but no effort was alleged to 
have been made by appellant to obtain access to the desired records 
through the court’s aid. By waiting until the last day possible for 
filing the contest action, appellant conceivably may have waited too 
long for any court, as a practical matter, to have made the records 
available. The contest was filed in Calloway County and involved 
records in Logan County. The appellant, by reason of his lack of 
diligence, is not entitled to have the mandatory provision of the 
statute nullified. Brock v. Williams, 260 Ky. 569, 86 S. W. 2d 324, 

It is further contended by appellant that the mandatory time limi- 
tation should no longer apply because the primary election date had 
been changed. The 1956 General Assembly changed the date for 
holding primary elections from the first Saturday in August to the 
first Tuesday after the fourth Monday in May of each year. KRS 
119.040. It is argued that there is less urgency in determining a 
primary election contest now since there is a greater time interval 
between the primary and general election. It was within the province 
and power of the 1956 General Assembly to have changed the time 
limit in KRS 122.020 at the time it changed the primary election date. 
This it did not do. It is not the function and is not within the power 
of the Court to encroach upon this legislative prerogative. The 
change sought must come from the Legislature. 

The so-called “twenty percent rule” is sought to be invoked by 
appellant to avoid the rule requiring the names of the illegal or 
ineligible voters to be pleaded. This rule seems to have had its gene- 
sis in Harrison v. Stroud, 129 Ky. 193, 110 S. W. 828, wherein it was 
held that “about 80 percent of the voters observed the required course 
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of voting, while the officers of election suffered about 20 percent, far 
more than enough to have changed the result either way, to ignore the 
constitutional and statutory requirements, and to that extent conduct 
the election in open violation of the law.” In its origin, the rule 
appears to have Boul nothing other than a figure descriptive of the 
votes which were improperly cast or counted in that particular case. 
The important part of the holding was whether the illegal votes were 
sufficient to change the result of the election. Unfortunately, the 
“twenty percent” seems to have been accorded a greater dignity than 
originally merited, and appellant seeks to dignify it further by 
pleading it. 

Appellant relies on Smith v. Jones, 221 Ky. 546, 299 S. W. 170, to 
justify the use of the “twenty percent rule” in his pleading. In that 
case, both contestant and contestee had alleged and offered proof that 
named voters had voted illegally. The Court held that the proof 
showed that more than twenty percent of the total vote had been 
illegally cast and that it was impossible to determine the result of the 
legal votes between contending candidates. The controlling factor 
is that it is impossible to tell for whom the pire percent or more of 
the illegal votes was cast, and by reason thereof the entire precinct or 
voting unit should be disregarded. Land v. Land, 244 Ky. 126, 50 
S. W. 2d 518; Johnson v. Caddell, 251 Ky. 14, 64 S. W. 2d 441; Gross 
v. Ball, 258 Ky. 730, 81S. W. 2d 409. 

By his pleading, appellant charges that votes were cast illegally for 
appellee in the names of certain persons. The Smith case, relied on 
by appellant, is not authority for excusing the failure to allege names, 
as the names were alleged in the Smith case. It is to be noted that 
appellant’s allegation is concerned only with a percentage of the votes 
cast. It has been held that when every vote cast in the precinct is 
claimed to be illegal, the names of the alleged illegal voters must still be 
pleaded. Brock v. Williams, 260 Ky. 569, 86 S. W. 2d 324; Jackson 
v. Bolt, 292 Ky. 503, 166 S. W. 2d 831. Under the rule in the Land, 
Johnson, and Gross cases, the trial court correctly held that the plead- 
ing was defective for failure to allege that it was impossible to tell for 
whom the twenty percent or more of the illegal votes was cast. 

The allegation of fraud, which is in the nature of a conclusion, is not 
sufficient to relieve appellant of the necessity of pleading specificall 
the details of the At In Taylor v. Neutzel, 220 Ky. 510, 295 S. W. 
873, relied on by appellant, the details relating to the formation and 
execution of the conspiracy to procure the election of certain persons 
by fraud, intimidation, and violence were set out at length in the 
petition. 
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The brief and oral argument on behalf of appellant presented matter 
which is not in the record and has not been considered. 


Judgment affirmed. 
Sims, J., not sitting. 


Attorneys for Appellant : 

Martin, Neely & Reed, Mayfield, Kentucky. 

Joseph J. Grace, Guthrie Building, Paducah, Kentucky. 

A. G. Rhea, 111 South Main Street, Russellville, Kentucky. 
Attorneys for Appellee: 

Wells Overbey, Bank of Murray Building, Murray, Kentucky, 

H. H. Lovett, Benton, Kentucky. 

Samuel S. Boaz, 627 California Ct., Paducah, Kentucky. 

William E. Scent, Kentucky Home Life Building, Louisville, | 

Kentucky. | 


Exuusit 6 


(Text, p. 34) 
Specratn Committee To InvesticATeE CAMPAIGN EXxpeNnpitures, 1958 
UNITED STATES HOUSE OF REPRESENTATIVES 


Noste J. GReGoRY, PLAINTIFF 
v8. 


Frank A. STUBBLEFIELD, DEFENDANT 
COMPLAINT 


Now comes Noble J. Gregory, Petitioner, and requests and petitions | 
the Special Committee to Investigate Campaign Expenditures, 1958, | 
United States House of Representatives, to institute an investigation 
of the primary election held on May 27, 1958, in Logan County, 
Kentucky, in the First Congressional District of Kentucky, and for 
his cause of action states as follows: 

Petitioner states that he is the incumbent congressman representing 
the First Congressional District of Kentucky in Congress. Peti- 
tioner further states that on May 27, 1958 he was a candidate for 
reelection in the Democratic Primary. There were four other candi- 
dates seeking said nomination; they were, namely, Frank A. Stubble- 
field of Murray, Calloway County, Kentucky; John Otis Pasco of 
Murray, Calloway County, Kentucky; Frank Leslie of Paducah, 
McCracken County, Kentucky; and A. L. Williams of Cunningham, 
Carlisle County, Kentucky. 

The Petitioner states that the First Congressional District is com- 
prised of seventeen counties in the extreme western section of Ken- 
tucky. 

The Petitioner further states that on the original tabulation of 
all the ballots in said primary election that Frank A. Stubblefield 
received 16,302 votes and that this Petitioner received 15,870 votes— 
a difference of 432 votes. 
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This Petitioner further states that he received a majority of votes 
in fourteen of the seventeen counties and that the apparently success- 
ful candidate, Frank A. Stubblefield, received a majority of votes in 
only three counties, and these three counties were Marshall County, 
Calloway County, and Logan County, Kentucky. The majority re- 
ceived by Frank A. Stubblefield over this Petitioner in these three 
counties was overwhelming. 

Inasmuch as the Petitioner, Mr. Gregory, carried fourteen of the 
seventeen counties and lost the District by such a small vote, and in- 
asmuch as the majority of Mr. Stubblefield was so great in the three 
counties above named, and inasmuch as there were rumors of man 
irregularities involved in the election in Logan County, the Peti- 
tioner, Noble J. Gregory, filed a petition for recount under the provi- 
sions of Kentucky Revised Statutes 122,060 for recount of the ballots 
in Marshall County, Calloway County and Logan County. 

There has been talk for years of many irregularities occurring in 
Logan County, Kentucky, not only in local elections, but in all 
elections. 

The Honorable Earl Osborne, regular Circuit Judge of the Callo- 
way Circuit Court, immediately issued an order to the three counties 
named above that all ballot boxes and all books and papers, including 
comparative signature books and voter registration ks, be for- 
warded forthwith to the Clerk of the Calloway Circuit Court. ' All 
the custodians of the ballot boxes, registration books and papers per- 
taining to the election complied with the order of the Calloway Circuit 
Court except the custodians of the records in Logan County, Kentucky. 

On the day set for trial and recount of the ballots, when the Cireuit 
Judge appeared on the bench the Lo County officials had not 
complied with the order of court and Judge Osborne was compelled 
to order the Sheriff of Calloway County and the Sheriff of Marshall 
County to go to Russellville, Kentucky, in Logan County to procure 
the ballot boxes and registration books and comparative signature 
books. For reasons unknown to this petitioner or to counsel for the 
Petitioner, the Logan County officials still did not comply with the 
order in that they did not send the voter registration books and com- 

arative signature books used in the election along with the ballot 
oxes. 

It is now evident to your Petitioner that they did not want the 
authorities and the proper county officials to obtain the voter registra- 
tion books and comparative signature books. Counsel for the Peti- 
tioner did not know that the voter registration books and comparative 
signature books had not been sent with the ballot boxes because they 
were busily engaged in the trial and. manually counting of votes cast 
in Marshall County, Kentucky, and Calloway County, Kentucky. 

When the two Sheriffs above mentioned appeared in the Calloway 
Circuit Court with the ballot boxes from Logan County, Kentucky, 
the ballot boxes were placed on exhibition in the Court. The boxes 
themselves were in a very deplorable condition. Locks had been 
knocked off the boxes. Files and hasps had been used to force the 
chains and locks off the boxes, and the boxes then had been beaten and 
battered. This indicated to the Court that an attempt had been. made 
by someone in Logan County.to prevent a recount of votes of Logan 
County. 
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In Kentucky before a recount can be had the integrity of the ballots 
themselves must be established by sufficient evidence. Someone had 
attempted to disturb the integrity of the ballots by beating and bat- 
tering the boxes and attempting to get into same, or make it appear 
so, so that your Petitioner would not be able to prove the integrity of 
the ballots and obtain a recount, which was his right under the law. 

It had been the hope of your Petitioner, through counsel, that the 
ballot boxes, registration books and papers would be sent forthwith 
from Logan County to the Calloway Circuit Court in order that a 
recount might be had immediately. A recount of votes must be had 
in order to establish that irregularities did occur and a fraud did 
occur in said election, and that can be established to a certain extent 
by a recount of the votes. 

Kentucky Revised Statutes 122.020 pertains to contest of elections. 
This statute provides that a petition of contest must be filed within 
fifteen days after the election. The officials and custodians of the 
ballot boxes and papers in Logan County, Kentucky, did not send 
the ballot boxes to the Calloway Circuit Court until the fifteenth day 
after the election; even though they were under a court order to 
deliver them forthwith from the date the recount proceedings were 
instituted, and as above stated the Court on the date set for trial 
had to send the Sheriffs of Calloway County and Marshall County 
to obtain them. By withholding the ballot boxes from the Court 
until the fifteen days had expired they were able to defeat the purpose 
of this Petitioner. 

Kentucky Revised Statutes 122.020, the contest statute, requires 
that specific allegations must be stated in the contestant’s petition. 
Inasmuch as your Petitioner did not obtain the ballot boxes from 
the officials of Logan County he was prevented from obtaining the 
specific allegations needed to be set out in his petition, and therefore 
he was required at the eleventh hour to file a general allegation of 
fraud in his petition in the Calloway Circuit Court in which he con- 
tested the election of Frank A. Stubblefield. 

The official recount of all votes in the counties above named by 
the Court added to Mr. Gregory 92 votes, which cut the majority of 
Frank A. Stubblefield over your petitioner to 339 votes. 

The recount of votes was a lengthy procedure. Judge Osborne 
ruled both orally and in his written opinion concerning the recount 
of votes that obvious forgeries were evident upon many of the votes 
cast in Logan County. But Judge Osborne was powerless to do any- 
thing on a simple recount proceedings except note the irregularities. 
That strengthened your Petitioner’s belief that actual fraud occurred 
in the voting in Logan County, Kentucky. 

Your Petitioner further states that after his Petition for Contest 
was filed Judge Earl Osborne disqualified himself from hearing that 
action and the Court of Appeals of Kentucky appointed a Special 
Judge to hear the case. 

When the Special Judge appeared on the bench in the Calloway 
Circuit Court your Petitioner had to have another order issued and 
sent to the officers in Logan County, Kentucky to require them to 
send the voter registration books and comparative signature books 
to the Calloway Circuit Court. An order had previously been en- 
tered in the Court for the custodians of the ballot boxes in Logan 
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County, Kentucky, to show cause why they should not be held in 
contempt of Court, but. no action was ever taken on same. 

Your Petitioner in his complaint to the Calloway Circuit.Court 
in which he contested the election stated that the names of more than 
twenty per cent of the persons whose names appear on the signature 
books of each precinct did not cast a ballot in those precincts, but 
that a ballot was cast for each of those persons through fraud by 
someone for the defendant, Frank A. Stubblefield, to the detriment 
and prejudice of the plaintiff; that the plaintiff had been prevented 
from obtaining the names of said persons, and had these votes not 
been illegally cast, the Petitioner would have been the successful can- 
didate in the said Primary Election. 

Section IV of the Petition stated that the custodian of the registra- 
tion records and the comparative signature books in Logan County, 
Kentucky, had refused the Petitioner access thereto for the purposes 
of ascertaining the names of the illegal voters. Counsel for the 
Petitioner then entered motion with the Special Judge of the Callo- 
way Circuit Court that they be allowed to examine the registration 
books and comparative signature books in Logan County, Kentucky, 
before offering proof of fraud. After examining the comparative 
signature books and registration books in one and a half precincts in 
Logan County, Kentucky, counsel for Appellant found that fifty- 
nine signatures of the one hundred twenty-seven votes cast in one pre- 
cinct in Logan County either did not compare with the signature in 
the registration book or else the person was not registered to vote at 
all. In another half precinct in Logan County, Kentucky, where 
approximately One hundred eighty votes were cast, in examining 
only ninety of the signatures, sixty-four of the ninety signatures ex- 
amined of persons supposed to have voted in the precinct were either 
not the signatures as shown in the signature books or else the person 
was not registered to vote at all. 

This evidence was not allowed to become a part of the record due to 
the fact that the Special Judge of the Calloway Circuit Court dis- 
missed the petition for contest on its face. The court’s reason for dis- 
missing the contest was that the Petitioner’s allegations did not con- 
tain the specific names of all the alleged illegal voters. Counsel for 
the Petitioner argued at length that they were denied this right 
when the custodians of the books and ballot boxes in Logan County, 
Kentucky, refused them access to same and did not deliver them into 
court until the fifteenth day after the election, so as to defeat the 
purpose of the Petitioner in obtaining the specific names. 

Kentucky Revised Statutes 122.020 prohibits an amendment to a 
contest petition, and the lower court ruled that to supply the names 
after the petition was filed would be an amendment to the petition. 

After the lower court dismissed the Petitioner’s Petition an appeal 
was taken to the Court of Appeals of Kentucky, and thereafter mo- 
tion was entered by counsel for the Petitioner to argue the case orally 
in the Court. This motion was sustained. Briefs were filed by the 
Appellant and Appellee and the argument was heard orally before 
the Court of Appeals, the highest Court in the State of Kentucky. 

The Court of Appeals reaffirmed the holding of the lower court. 


To this date their written opinion has not been received by your Pe- 
titioner. 
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Your Petitioner further states that he has exhausted all the reme- 
dies available to him under the laws of the State of Kentucky, and 
that as he believes he has stated sufficient reasons to establish a prima 
facie case requiring investigation by the Committee. 

Wuererore Petitioner requests that the Special Committee To In- 
vestigate Campaign Expenditures, 1958, United States House of Rep- 
resentatives, conduct an investigation of the Primary Election held 
May 27, 1958, in Logan County, Kentucky, for the Democratic Nomi- 
nation for the House of Representatives. 

The Petitioner, Noble J. Gregory, says that the statements in the 
foregoing Petition are true. 

(Signed) Noble J. Gregory. 
(Typed) Nose J. Greeory. 

Subscribed and sworn to before me by Noble J. Gregory this 6th 
day of October, 1958. 

[ sEAL ] H. H. Morrts, 

Notary Public, District of Columbia. 

My commission expires February 14, 1960. 





Exuisit 7 
(Text, p. 36) 


Before the Special Committee To Investigate Campaign Expenditures 
for the House of Representatives, 1958 


December 1, 1958 


STATEMENT OF Battey Gunn, CLERK or THE County Court or Logan 
County, Kentucky 


This statement has been prepared with the assistance of a lawyer. 
This was done because it was necessary to herein refer to State Statutes 
and Court Orders in setting forth the facts that may be pertinent to 
this investigation and I am not a lawyer. 

Since I have only been informed that the investigation is concerned 
with the 1958 Primary Election records and have not been told the 
specific matters for inquiry, some of the facts stated herein may not 
be pertinent. 

But this is the best I could do from the newspaper accounts of what- 
ever complaint was filed with the committee. 


PRESERVATION OF RECORDS 


A subpoena directing me to preserve and produce the 1958 Primary 
Election records was served on me on November 28, 1958. I received 
a phone call on November 25, 1958, directing me to preserve all of the 
1958 Primary Election records pending service of the subpoena. 

Pursuant to that phone call and the subpoena, I have preserved and 
maintained intact all 1958 Primary Election records in existence at the 
time the unofficial notice was given to me. 





> aon Oa ooh 


CAMPAIGN EXPENDITURES, 1958 101 


In compliance with the subpoena I now deliver to this Committee 

those records consisting of the following: 
1. Voter Registration Books. 
2. Ballot Boxes. 
3. Master Tally Sheet. 

The ballot, stub books, precinct tally sheets, and comparative signa- 
ture books were destroyed by my order several days (October 31, 1958, 
or November 1, 1958) prior to the 1958 November General Election 
and several weeks before I was unoflicially informed by this Committee 
to preserve such records. 


COMPARATIVE SIGNATURE BOOKS 


Prior to, and during, the 1958 Primary Election no one in Logan 
County ever paid any attention to the comparative signature books 
after they were returned from the precincts to the Courthouse, and 
no procedure was maintained for their preservation. Until the day 
following the 1958 Primary Election no person had ever even inquired 
concerning a comparative signature book during my two terms in office. 

After the count was completed on the night of the 1958 Primary 
Election I locked my office and departed without gathering up the 
comparative signature books. 

When I came into the office on the morning of May 28, 1958, I 
found A. G. Rhea, a local attorney who represented Mr. Noble Greg- 
ory, examining the comparative signature books. Mr. Rhea there in- 
formed me that there was a probability of a recount or contest being 
filed and that he had been instructed by Mr. Gregory to make sure 
all records were maintained intact. Mr. Rhea then requested me to 
lock up the comparative signature books. Mr. Everett White, Chair- 
man of the Registration and Purgation Board, was present when 
Mr. Rhea made his request. Mr. White thereupon informed that he 
had no place to keep the books and requested me to secure them 
pending a court order, since Mr. Rhea had indicated a contest would 
probably be filed. Several days later Mr. Rhea asked me where were 
the comparative signature books. I told him that pursuant to his re- 
quest and the directions of Mr. White that they were locked in a safe 
place. At no time did Mr. Rhea or any other person ever make re- 
quest or demand on me to examine those books and I never refused to 
pera examination of the books. According to my deputy clerks, 

r. Rhea came into my office on the second Saturday afternoon after 
the 1958 Primary Election and made a search of my office. I was 
not present when the search was made and Mr. Rhea never mentioned 
the matter to me. 

At no time was Mr, Rhea or any other person denied access to the 
registration books. 

On June 30, 1958, pursuant to an order of the wanerey Circuit 
Court entered by the an. Alex P. Humphrey, Special Judge, I de- 
livered possession of the registration books and comparative signature 
books to the Sheriff (or a deputy sheriff) of Calloway County. 

A certified copy of said order is attached hereto, marked “Ex- 
hibit 1”. 

On July 7, 1958, the Calloway Circuit Court entered an Order di- 
recting that the comparative signature books and registration books 
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be delivered to the Bank of Murray for safekeeping; that the attorney 

for plaintiffs be allowed to examine them; and that the Sheriff of Cal- 

loway County deliver the said comparative signature books and regis- 

tration books to the County Court Clerk of Logan County, Kentucky, 

on July 21, 1958. 

t é certified copy of said order is attached hereto, marked “Ex- 
ibit 2”. 

On July 21, 1958 a deputy sheriff of Calloway County returned to 
my possession the election boxes, comparative signature books, elec- 
tion box keys, and registration books. 

A copy of the receipt given for the foregoing is attached hereto, 
marked “Exhibit 3”. 

On July 24, 1958, I wrote Mr. James Blalock, Calloway Circuit 
Clerk, that the ballot boxes were stored in the Courthouse and the 
comparative signature books and keys to the boxes were stored in 
the vault at the Citizen’s National Bank, Russellville, Kentucky, for 
safekeeping pending final decision by the Court of Appeals. This 
was done pursuant to an Order telephoned to me direct by Alex P. 
Humphrey, Special Circuit Judge. 

A copy of said letter is attached hereto, marked “Exhibit 4”. 

On August 9, 1958, Alex P. Humphrey, Special Judge, wrote Mr. 
Joseph Grace, attorney for Mr. Gregory, that he was of the opinion 
that the records were safe in the Bank at Russellville. 

A copy of said letter is attached hereto marked “Exhibit 5”. 

On September 19, 1958, the Court of Appeals issued an Order 
affirming the Judgment of the Calloway Circuit Court. 

A copy of said Order is attached hereto marked “Exhibit 6”. 

Under the rules of the Kentucky Court of Appeals the time for 
petitioning for rehearing expired on October 23, 1958. 

On October 31, 1958, or November 1, 1958, at the same time that 
I withdrew the ballot boxes, keys, I withdrew the comparative signa- 
ture books from the vault of the Citizen’s National Bank of Russell- 
ville, Ky., and had them destroyed along with the contents of the 
ballot boxes in preparation for the November 4, 1958, general election. 

I considered this action proper since— 


1. The recount and contest had become final (Records of Callo- 
way Circuit Court and Court of Appeals) ; 

2. According to the newspapers, the F. B. I. had concluded 
its investigation without recommending action (Courier-Journal, 
June, 1958) ; 

3. The Logan County Grand Jury had met in September, 1958, 
without taking any action regarding the 1958 Primary (See KRS 
23.050 and KRS 29.245, and report of Sheriff attached) ; 

No person had asked to examine the books since they were re- 
turned to Russellville, Ky.; and 

5. I was destroying old records to conserve my limited storage 
space. 


Copies of the pertinent statutory provisions governing the use of 
comparative signature books in General Elections are atteczhed hereto 
(KRS 117.745 and KRS 117.655). 
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KRS 119.260 (1) provides: 


“Except as otherwise provided in this chapter, wee? elec- 
tions shall be conducted substantially as provided by law for 
regular elections. Any omission in this chapter shall be sup- 
plied as nearly as practicable from the statutes governing regular 
elections.” 


BALLOT BOXES, STUB BOOKS AND BALLOTS 


Following the counting of the ballots on May 27, 1958, the stub 
books, ballots, and precinct sheets were returned to the boxes and the 
boxes were stacked outside the door to my office. The keys to the 
boxes were in the possession of the 3 Election Commissioners, 

On May 29, 1958, pursuant to Order of the Logan Circuit Court, 
possession of the boxes was transferred to the Clerk of the Logan 
Circuit Court. 

A copy of said Order is attached hereto marked “Exhibit 7”. 

As previously stated, the boxes were returned to my possession on 
July 21, 1958, and the contents of the boxes were destroyed on October 
31, 1958, or November 1, 1958, in order that the boxes could be used 
in the November 4, 1958, General Election. 

This has been done in this County for at least the past 30 years and 
is the procedure in most other counties that use ballot boxes. 

Affidavits from County Court Clerks in other counties in the Ist 
Congressional District are attached hereto to evidence that this is 
common practice. 

Copies of KRS 118.390 and KRS 126.270 governing destruction of 
ballots used in General Elections are attached hereto. 

Certified copies of other orders pertaining to the 7 recount and 
contest actions filed in connection with the 1958 ist District. Con- 
gressional Primary Election are attached hereto, marked “Exhibit 7”, 
“Exhibit 8”, “Exhibit 9”, and “Exhibit 10”. 

Respectfully submitted. 

(Signed) Bailey Gunn, 
(Typed) Batrey Gunn, 
Clerk of Logan County Court, 


Logan County, Kentucky. 
Srate or Kentucky, 


County of Logan, sct: 
Subscribed and sworn to before me by Bailey Gunn, Clerk of the 
Logan County Court, this the 1st day of December, 1958. 
In testimony whereof, witness my hand and Official Seal of office, this 
the 1st day of December, 1958. 
[sEAL] Batry Gunn, Clerk, L. C. C. 
By Satry Frowers, D. C. 
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“Pahibit 1” 
In the Calloway Circuit Court 
Civil Action No. —— 
Nosie J. GREGORY, PLAINTIFF 
v8. 
Frank A. STUBBLEFIELD, DEFENDANT 
ORDER 


On motion of the plaintiff, Noble J. Gregory, having come on for 
hearing and the court having heard argument of counsel for plaintiff 
and defendant, and being sufficiently advised, 

Ir 1s orvERED that the Purgation Board of Logan County, the Logan 
County Court Clerk, the Logan Circuit Court Clerk, or such other 
officials or persons who have custody of the comparative signature 
books signed by the respective voters who voted in the primary elec- 
tion held May 27, 1958, in Logan County, Kentucky, as well as the 
registration books showing the qualified voters of that County, shall 
deliver and surrender possession of same to the Sheriff of Callowa 
County, Kentucky, upon presentation of this order; and the Sheri 
of Calloway County shall forthwith deliver same to the Clerk of this 
Court. 

Given under my hand this 30th day of June, 1958. 


/s/ Arex P. Humpnrey, 
Special Judge, Calloway Circuit Court. 
Strate or Kentucky, 
Calloway Circuit Court, sct: 

I, James H. Blalock, Clerk of the Calloway Circuit Court, do hereby 
certify that the above and foregoing Order is a true, correct, and com- 
‘pared copy of said Order as entered of record in my said office in 
Civil Order Book 24 at page 446. 

Given under my hank and seal this, the 29th day of November, 1958. 

James H. Briatock, 
Clerk, Calloway Circuit Court, 
Murray, Kentucky. 





“Pahibit 2” 
In the Calloway Circuit Court 
Civil Aection—File #683 


Nosie J. GREGORY, PLAINTIFF 
V8. 
Frank A. STUBBLEFIELD, DEFENDANT 


ORDER 


The Circuit Court Clerk of this Court will turn over the Compara- 
tive Signature books and the registration books of Logan County now 
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in said clerk’s possession to the Bank of Murray, for safekeeping. 
Said records shall be made available by the Bank to Attorneys for 
Plaintiff, at reasonable times and in a reasonable manner for inspection 
under reasonable supervision by employees of said Bank. On 21 Jul 
1958, the said records will be erandtekved by the Bank to the Sheri 
of this County, who will thereupon transport same and deliver same 
to the County Clerk of Logan County, Kentucky, from whom said 
Sheriff will receive a receipt therefor to be filed in this record. 


This 7 day of July, 1958. 
/s/ Asx P, Hompurey, 
Special Judge. 


/s/ James H. Bratocn, Clerk. 


“This order was fully complied with this 21 day of July, 1958. 

/s/ Fannie Stussierimxp, D, S8., Cal. Co.” 
State or Kentucky, 
Calloway Cireuit Court, sct: 

I, James H. Blalock, Clerk of the Calloway Circuit Court, do hereby 
certify that the above and foregoing is a true and compared copy of 
said Order as signed by the said Ju ge Alex P. Humphrey, on file in 
my said office: Given under my hand this the 29th day of November, 
1958. 


Copy attest : 


James H. Biatock, 
Clerk, Calloway Circuit Court, 
Murray, Kentucky. 





“Behibit 3” 
[Copy] 
Battery Gunn 
CLERK OF LOGAN COUNTY COURT 


Russei.vitxe, Ky., July 21, 1958. 


I, Bailey Gunn, Clerk of the Logan County Court, Russellville, 
Kentucky, have received from Mr. Billy Stubblefield on this day, the 
following: 

27 Election Boxes 
26 Comparative Signature Books 
3 Keys for Election Boxes 
34 Registration Books 
/s/ Bailey Gunn, 
Battery Gunn, Clerk. 
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“Bahibit 4” 
[Copy] 


Battery Gunn 


CLERK OF LOGAN COUNTY COURT 


Russet.vitiz, Ky., 7/24/58. 
Mr. James H. Buatock, 
Circuit Court Clerk, 
Murray, Ky. 

Dear Mr. Buatock: This is to inform you that the Ballot Boxes 
are stored in the Court House at Russellville, Kentucky, and the Com- 
parative Signature Books, keys to Election Boxes, etc., are stored in 
the Vault at the Citizen’s National Bank, Russellville, Kentucky, for 

safekeeping until the decision of the Court of Appeals i is final. 
Respectfully yours, 
/s/ Bailey Gunn, 
Battey GUNN, 
Logan County Clerk, 
Logan County, Kentucky. 





“Kahibit 5” 
Aveust 9, 1958. 
Re Gregory v. Stubblefield, Calloway Circuit Court. 
Mr. Joseru J. GRACE, 
Guthrie Bldg., Paducah, Ky. 


Dear Mr. Grace: Your letter of July 28, containing your further 
request for the return of the comparative signature books of Logan 
County to the Circuit Clerk of Calloway County, i is at hand. 

It was my intent, in ordering the signature books and registration 
records left at the Bank of Murray, that you have them conveniently 
together for your inspection for the time that they remained there. 
I agree that there w as no necessity to return the signature books to 
Logan County, but in conformity with the order, they were so re- 
turned. 

I checked with Mr. Blalock and found that he had an acknowledge- 
ment of the County Clerk of Logan County of the receipt of the 
signature books and their deposit in the Bank at Russellville, which, 
under the circumstances seems to be a reasonable solution by which 
your interests are safeguarded. Considering the effort of getting 
them back to Murray at this time and unless you are convinced that 
they may be misplaced or altered pending the time you wish to again 
use them, I would be unwilling to order them back. It would be 
otherwise, of course, if I were shown facts indicating a lack of secu- 
rity in their current condition. 

Yours, 
(Signed) Alex Humphrey, 
(Typed) Arex P. Humpnrey, Judge. 
ec: Mr. James Blalock, Clerk. 
Mr. Wells Overby. 
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“Pahibit 6” 
In the Court of Appeals of Kentucky 


Nosie J. GREGORY, APPELLANT 
v. 


Frank A. STUBBLEFIELD, APPELLEE 


ORDER 


This cause having been heard in oral argument and having been 
considered on briefs, it is now ordered that the judgment herein is 
affirmed. 

An opinion expressing the views of the Court will be rendered later. 

Sus, J., did not sit. 

This 19th day of September 1958. 

Signed) John R. Moremen, 


Typed) Jonn R. Moremen, 
Chief Justice, Court of Appeals of Kentucky. 





OFFICIAL CERTIFICATE 


CoMMONWEALTH OF KENTUCKY, 
County of Logan, ss: 

I, E. B. Williams, Clerk of Logan Circuit Court, in and for the 
Commonwealth and County aforesaid, do hereby certify that the 
attached is a full, true and correct copy of an Order in Civil Action 
No. 1055, styled John Otis Pasco, — vs. Logan County Board 
of Election Commissioners, Et Al., defendants, entered May 29, 1958, 
in Order Book No. 78, and page No. 81, as appears of record in my 
office. 

In testimony whereof, I have hereunto set my hand and affixed the 
seal of the Court aforesaid, at the city of Russellville, this 1st day of 
December, 1958. 


[sraL] E. B. WituuaMs, Clerk. 


383338—59——_8 
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“Hehibit 7” 


Entered May 29, 1958, O. B. 18, page 81. 

Attest : 

[ sEAL | E. B. Wuu1aMs, Clerk. 
By E. B. Wiut11aMs, D. C. 


In the Logan Circuit Court 
Civil Action No. 1055 


Joun Ort1s Pasco, PLAINTIFF 
V8. 


Logan County Boarp or Erection Commissioners, Er At., 
DEFENDANTS 


ORDER 


The amount of the bond for costs herein, which the plaintiff is 
required to post, is hereby fixed at the sum of six hundred dollars 
($600.00), and Wayne Barger, having executed bond in said amount 
as surety, same is hereby approved upon execution by the plaintiff, 
and it is hereby ordered that the Clerk of this Court take possession 
of all ballot boxes, ballots, and all and any other relevant material 
and papers in connection with the primary election held in Logan 
County, Ky., on the 27th day of May, 1958. 

Entered: May 29, 1958. 

Tuomas A. Nog, Jr., 
Cireuit Judge. 





OFFICIAL CERTIFICATE 


CoMMONWEALTH OF KENTUCKY, 
County of Logan, ss: 

I, E. B. Williams, Clerk of Logan Circuit Court, in and for the 
Commonwealth and County aforesaid, do hereby certify that the at- 
tached is a full, true and correct copy of an Order in Civil Action 
No. 1056, styled Noble J. Gregory, waintiff vs. Logan County Board 
of Election Commissioners, E't Al., defendants, entered June 6, 1958, 
- Order Book No. 78, and page No. 86, as appears of record in my 
office. 

In testimony whereof, I have hereunto set my hand and affixed the 
seal of the Court aforesaid, at the city of Russellville, this 1st day of 
December, 1958. 


[sEax | E. B. Wuat1aMs, Clerk. 
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“Fahibit 8” 


Entered June 6, 1958, O. B. 18, page 86. 
Attest : E. B. Witt1aMms, Clerk. 
By E. B. Wiuu14Me, D.C. 


In the Logan Circuit Court 
Civil Action No. 1056 


Nose J. GREGORY, PLAINTIFF 
v8. 


Loean County Boarp or Erection COMMISSIONERS, ET AL., 
DEFENDANTS 


ORDER 


The plaintiff having moved the Court to dismiss this action, said 
motion is hereby sustained and it is ordered that this action be and 
it is hereby dismissed, with costs to the plaintiff. The Clerk shall 


a the ballot boxes, ets., locked up pending further order of this 
ourt. 


Enter: June 6, 1958. 
Tuomas A. Nog, Jr. 
Judge, Logan Circuit Court. 





OFFICIAL CERTIFICATE 


CoMMONWEALTH or KENTUCKY, 
County of Logan, 88: 


I, E. B. Williams, Clerk of Logan Circuit Court, in and for the 
Commonwealth and County aforesaid, do hereby certify that the 
attached is a full, true and correct copy of an Order in Civil Action 
No. 1056, styled Noble J. Gregory, plaintiff, vs. Logan County Board 
of Election Commissioners, et al., defendants, entered June 11, 1958, in 

rder Book No. 78, and page No. 89, as appears of record in my 
office. 

In testimony whereof, I have hereunto set my hand and affixed the 
seal of the Court aforesaid, at the city of Russellville, this Ist day of 
December, 1958. 


[sean] E. B. Witu1ams, Clerk. 
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“Fahibit 9” 


Entered June 11, 1958, O. B. 78, page 89. 
Attest : 
[seau] E. B. WiiuraMs, Clerk. 
By Ernestine WiuiaMms, D. C. 


In the Logan Circuit Court 
Civil Action No. 1056 
Noste J. GREGORY, PLAINTIFF 
v8. 


Locan County Boarp or ExLection CoMMISSIONERS, ET AL., 
DEFENDANTS 


ORDER 


It is hereby ordered that this action be redocketed for the purpose 
of amending prior orders herein pertaining to the Logan Count 
ballot boxes and contents which are still in the custody of the Clerk 
of the Logan Circuit Court. 

The Clerk of this Court having been presented a signed copy of an 
order issued by the Calloway Circuit Court wherein he is ordered 
and directed to deliver said ballot boxes and contents to George 
Litle, the Sheriff of Marshall County, Kentucky, and Cohen Stubble- 
field, the Sheriff of Calloway County, Kentucky, for delivery to the 
Calloway Circuit Court-for a recount of the Logan County ballots 
pursuant to a suit filed in said Court by Noble J. Gregory under 
the provisions of KRS 122.060, it is therefore ordered by this Court 
that the orders entered herein pertaining to said ballot boxes and 
contents which required said Clerk to retain custody of said ballot 
boxes and contents until further orders of this Court, be and same 
are hereby amended and the Clerk of this Court is directed in accord- 
ance with said order of the Calloway Circuit Court to deliver said 
ballot boxes and contents to the above mentioned officers upon their 
executing a receipt for all of same and said Clerk’s custody is hereby 
terminated. 

And this action is stricken from the docket of this Court. 

Entered at 1:30 p. m., June 11, 1958. 

Tuomas A. Ives, Jr., 
Judge, Logan Circuit Court. 
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“FB ahibit 10” 


Filed in my office this 7 day of June, 1958. 
/s/ James H. Biarock, 
Clerk, Calloway Co. Cireuit Court. 


[Copy] 
In the Calloway Circuit Court 
Civil Action + 681 
Nose J. GREGORY, PLAINTIFF 


v8. 


SruBBLEFTELD, Gorpon Croucn anp W. C. Burrerworrn as Mem- 
BERS OF THE CaALLOwAY County Boarp or ELEcTION COMMISSIONERS : 
MarsHauti County Boarp or ELEcTION COMMISSIONERS, AND GEORGE 
Lirrie, Evsert INMAN AND LutTHeR Coie as MEMBERS OF THE Mar- 
SHALL County Boarp or ELecrion Commissioners: LoGan County 
Boarp or ELEcrion ComMMISSIONERS, AND EpwaArp Pricr, Mrs. JANE 
C. Lyne aNp LAWRENCE Forey as MemMBers or THE LOGAN CounTY 
Boarp or ELEction COMMISSIONERS, DEFENDANTS 


ORDER 


Having been notified by the Calloway Circuit Court Clerk that bond 
with approved surety for the cost of the recount requested in this ac- 
tion has been filed in the amount heretofore ordered by this court, Z 
hereby order that the ballots, ballot bowes and all papers, including 
signature books and stub books, pertaining to the Primary election of 
the Democratic Nominee for United States Representative for the 
First Congressional District in Kentucky, in Logan County, Ky., 
Calloway County, Ky., and Marshall County, Ky., be transferred to 
the Calloway Circuit Court Clerk, and that the respective custodians 
of the ballots, ballot boxes, and keys thereto, signature books, stub 
books and all papers pertaining to said primary election from Logan 
County, Ky., Marshall County, Ky., and Calloway County, Ky., 
preserve the integrity thereof during the transfer and forthwith de- 
liver said ballots, boxes, & keys thereto, signature books, stub books, 
and all papers to the Circuit Court Clerk of Calloway County, Ky., 
and that thereafter the Circuit Court Clerk of Calloway County, Ky., 
preserve the integrity of the ballots, ballot boxes, and keys thereto and 
all papers as heretofore mentioned pertaining to said election in Lo- 
gan County, Ky., and Marshall County, Ky., and Calloway County, 
Ky., and continue to preserve the integrity of the ballots, boxes, sig- 
nature books, stub books and all papers of all three of the counties 
above named until the recount herein ordered is made and completed 
by this court. 

I hereby fix the 9 day of June, 1958 at 1 P. M. o’clock, as the time 
and the Calloway Circuit Court Room as the place for the recount 
proceedings to begin and I hereby direct that copies of this order shall 
be served upon the parties to this action and Harry Lessly, Jr., of 


Cattoway County Boarp or Eixecrion CoMMISSIONERS, AND CoHEN 
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Paducah, Kentucky; L. A. Williams of Cunningham, Kentucky; 
Frank A. Stubblefield of Murray, Kentucky ; and John Otis Pasco of 
Murray, Kentucky, or their counsel in the same manner as notices are 
required to be served, which service shall be deemed sufficient notice of 
the proceedings herein. 
This 6 day of June, 1958. 
/s/ Eart Osporne, 
Judge, Calloway Circuit Court. 
Copy attest : 
/s/ James H. Buatockg, Clerk. 


“Executed by delivering a copy of the within order to the herein 
named Frank A. Stubblefield. This the 10 day of June, 1958. 


CoHEN STUBBLEFIELD, 
Sheriff of Calloway Co., Kentucky. 
By s/s/ Cohen Stubblefield, 
By F.S., D.S8.,” 


“Executing by delivering a true copy of this notice to L. A. Williams 
on this the 9th day of June 1958. 
/s/ Alden Bone, 


ApEN Bong, 
Sheriff, Carlisle Co.” 


“Executed the within order by delivering a true copy to Elbert 
Inman and Luther Cole and receiving same myself. This the 9 day 
of June, 1958. 

Grorce Litter, 
By /s/ George Little, 
Sheriff, Marshall County. 
Sheriff fee for serving, $3.40. 
Sheriff fee del. boxes, $20.00.” 


“Executed by delivering a copy of the within Order to the herein- 
named Cohen Stubblefield, Gordon Crouch, W. C. Butterworth, John 
Pasco. This the9 day of June, 1958. 

CoHEN STUBBLEFIELD, 
Sheriff of Caloway Co., Ky. 
By /s/ Cohen Stubblefield.” 


“Harry Lessley, Jr., not found in McCracken County, Kentucky, 
atthistime. Thisthe 9 day of June, 1958. 


/s/ D.C. (Buck) Tucker, 
Sheriff, McCracken Co., Ky.” 


“Executed by delivering a copy of the within order to Mrs. James C. 
Lyne and Lawrence Forgy, the 10th day of June, 1958. 
E. C. Price, 
/s/_ E.C. Price, 
Sheriff of Logan County, Ky. 
As I, Edward Price, am the Sheriff of Logan County, I am not 
allowed to serve the within subpoena on myself.” 
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Srate or Kentucky, 
County of Calloway, sct: 


I, James H. Blalock, do hereby eo that I am the duly acting, 

qualified Clerk of the ‘Calloway Cireuit Court. I further oath copy 

e above and foregoing Order is a true, correct, and com Tae 
of said order as entered of record in my said Office in Civil Order Boo 
24, page 432. I further certify that the returns as copied Order Book 
are as shown in the files of Civil Action 681 in regard to said order. 
This, the 29th day of November, 1958. 
James H. Bratock, 
Clerk, Calloway Circuit Court, 
Murray, Ky. 





E. C. Price 
SHERIFF OF LOGAN COUNTY 


RussELLvitxe, Ky., August 15, 1958. 
Mr. Davin Martin, 


Commonwealth Attorney, 
Franklin, Kentucky. 

Dear Mr. Martin: I have investigated the alleged election fraud 
concerning the election held on May 27, 1958, in Logan County, Ken- 
tuck 

Ail information I have received gives no indication that the charges 
made against the County are true. 
ours very truly, 
(Signed) E. C. Price, 
(Typed) E. C. Price, 
Sheriff of Logan County, Kentucky. 
ECP:SN 


ec: Bailey Gunn, County Court Clerk. 





AFFIDAVIT 


Strate oF Kentucky, 
County of Calloway, set: 


Affiant, Randall B. Patterson, after having first being duly sworn, 
states under oath that he is the duly elected, qualified, and actin 
Clerk of the Calloway County Court, and that he has held said posi- 
tion since the 4th day of January, 1954. 

As County Court Clerk affiant has the official duty to prepare bal- 
lots and distribute ballot boxes and election materials for each Pri- 
mary, General, or Special election wherein the voters of Calloway 
County, Kentucky are permitted to vote. 

After each election is held (Primary, General, or Special), the bal- 
lots are counted and replaced in the ballot boxes, securely locked, stored 
in the Courthouse, and the ballot boxes remain with the contents 
therein until about the Thursday prior to the succeeding election to 
be held on Tuesday. At that time the ballot boxes are opened and the 
contents thereof removed and the ballots burned. 
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This has been the habit, conduct, and custom of affiant with refer- 
ence to such election material and ballots at all times since affiant has 
been Clerk of the Calloway County Court. Affiant’s conduct as herein 
outlined is in keeping with the conduct of my predecessors in office. 
It is affiant’s further understanding that this conduct is in keeping 
with the custom, habits, and conduct of all other County Court Clerks 
in the State of Kentucky. 

The ballots used in the Primary Election held in Callowoy County, 
Kentucky, for the election of the Congressman of the First District, on 
the 28th day of May, 1958, were placed, after being counted, in the 
ballot boxes where they were originally deposited, along with the elec- 
tion paraphernalia, and there remained until they were moved by 
Judge Earl T. Osborne in the Recount case in the Callowoy Circuit 
Court. At the conclusion of said Recount case, the ballots and other 
election material were again replaced in the ballot boxes, locked, and 
stored in the Courthouse, and there they remained until the 30th day 
of October, 1958, at which time the ballots were removed and burned. 
This was necessary in view of the fact that the election boxes were 
required for use in the General Election to be held on the 4th day of 
November, 1958. 

These ballots were preserved and destroyed as herein stated in keep- 
ing with affiant’s usual custom, habit, and conduct as Clerk of the 
Calloway County Court. 

This, the 29th day of November, 1958. 


(Signed) Randall B. Patterson, 
(Typed) Ranvatut B, Patrerson, 
Clerk, Calloway County Court, Murray, Kentucky. 


Subscribed and sworn to before me in said County by Randall B. 
Patterson, Clerk of the Calloway County Court, this, the 29th day of 
November, 1958. 

[sEAL | Dororuy E. Buxton, 

Notary Public, Calloway County, Kentucky. 


My commission expires August 31, 1962. 


Srate or Kentucky, 

County of Marshall, ss: 

I, W. J. Brien, Jr., do certify that I am the duly elected, qualified 
and acting County Court Clerk of Marshall County, Kentucky, and 
as Clerk have charge of ballot boxes and other election paraphernalia 
used in the conduct of Primary and Regular Elections. 

I further certify that it has been my practice and the practice of 
County Court Clerks of this County in the past to return all ballots, 
stub books and other election paraphernalia to the ballot boxes after 
the canvass of the vote has been certified by the Election Commission- 
ers. Said Commissioners retaining the keys to said ballot boxes for 
a period of fifteen (15) days after the election at which time they are 
delivered to me for safe keeping until the next election. Approxi- 
mately a day or two prior to the following election I open said ballot 
boxes and destroy their contents to make same available for use at said 
next election. 
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I further certify that the election held on the 28th day of May, 1958 
was conducted in the above manner-and after the canvass of the re- 
turns of said election the ballots were placed in the ballot boxes in 
accordance with the above practice and I did on Saturday, November 
1, 1958, open said ballot boxes and destroyed their contents for the 
purpose of holding the election on November 4, 1958. 

Given under my hand this the 29th day of November, 1958. 


[sean] W. J. Brien, Jr., 
Clerk, Marshall County Court. 


Subscribed and sworn to before me by W. J. Brien, Jr., known to 
me to be the duly elected, qualified and acting County Court Clerk 
of Marshall County, Kentucky. 

This the 29th day of November, 1958. 


[sEaL] Marra N. Hoiianp, 
Circuit Court Clerk, Marshall County, Kentucky. 





KRS 117.655 


APPLICATION OF KRS 117.745 TO COUNTIES; CLERK TO MARK REGISTRATION 
RECORD; OFFICERS MAY REFUSE TO ISSUE BALLOT 


(1) KRS 117.745 shall apply to all counties as well as to cities of 
the first class, except that where board of registration commissioners 
is used in that section with reference to cities of the first class, it shall, 
when applied to counties, refer to the county board of registration and 
purgation. 


KRS. 117.745 


COMPARATIVE SIGNATURE BOOKS; COMPARISON OF VOTER’S SIGNATURE 
WITH REGISTRATION RECORD; VOTING RECORD 


(1) Prior to every primary, special, or regular election in a city 
of the first class, the county clerk shall have prepared for each pre- 
cinct of the city a comparative signature book which shall be in 
permanent form and contain sufficient blank sheets of nondetachable 
type to afford reasonable space for as many signatures as there are 
registered voters in the precinct. The county clerk shall follow 
the instructions of the board of registration commissioners with re- 
spect to the exact form and makeup of the comparative signature 
books and the same manner as other election paraphernalia. The 
county clerk shall deliver the comparative signature books along with 
other election paraphernalia to the clerks of election of the several 
ares who shall sign a receipt therefor. Before a vote is cast 

y any person, at any primary, special, or regular election in a city of 
the first class, he shall sign his name in the comparative signature 
book, unless he signed his registration record by making his mark, 
and the officers of election shall compare the signature of every such 
person with the signature of that person on the registration record 
form in the precinct register. The challengers of the respective po- 
litical parties present shall also have the right to compare the signa- 
ture at the time the comparison is made by the officers of election. 
If the comparison of signatures creates a doubt as to whether the per- 
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son applying to vote is the same person as the registrant, no vote shall 
be cast by him unless he otherwise satisfactorily establishes his iden- 
ity as the registrant. When the polls close, the precinct sheriff and 
judge of the opposite political faith shall forthwith convey the com- 
parative signature book to the place where the county clerk receives 
other election paraphernalia. The board of registration commission- 
ers shall have at that place, plainly identified, a duly authorized rep- 
resentative to whom the sheriff and judge aforesaid shall deliver the 
comparative signature book and secure a receipt therefor. The board 
shall retain the comparative signature books for a least the next 
two succeeding primary and general elections. 


KRS 119.260 (1550-29; 1550-30; 1550-36) 
REGULAR ELECTION LAWS APPLY TO PRIMARIES 


(1) Except as otherwise provided in this chapter, primary elec- 
tions shall be conducted substantially as provided by law for regular 
elections. Any omission in this chapter shall be supplied as nearly 
as practical from the statutes governing regular elections. 


KRS 126.270 


CASTING BALLOTS; CHALLENGES; TABULATION OF VOTE; DISPOSAL OF 
BALLOTS AND ENVELOPES 


* * * * * * * 


(3) After the absent voters’ ballots have been signed and redeposited 
in a ballot box, as provided in subsection (1), the box shall be thor- 
oughly shaken so as to redistribute the ballots in the box. The board 
of election commissioners shall then reopen the box and count the 
ballots and tabulate them separately on sheets to be provided by the 
county court clerk. (Subsection (3) amended, 1952, c. 137, & 3; 
effective June 19, 1942.) 

(4) The two envelopes from each ballot, together with the ballots, 
shall then be delivered to the county court clerk who shall retain them 
until thirty days after the election, when they shall be burned by the 
clerk in the presence of the county judge and the sheriff. If a contest 
or recount proceeding is instituted during said thirty-day period, the 
ballots shall not be burned but shall be disposed of as directed by the 
court in which such proceeding was instituted. (1946, c. 242, § 14.) 


KRS 118.390 (1482; 1482b; 1483; 1596a-5) 


RETURN OF KEYS TO BALLOT BOX, STUB BOOKS AND BALLOTS ; PRESERVATION 
AND DISPOSAL OF ELECTION PAPERS 


(1). If no contest is filed, the county board of election commissioners 
shall return the keys to the ballot Sais to the county clerk at the 
expiration of fifteen days after the count is completed. If a contest is 
filed, the board shall hold the keys subject to the orders of the court 
trying the contest. 

(2) When the county board of election commissioners has completed 
the count of the votes and has executed the required certificates, it 
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shall deliver the stub books containing the returns, together with the 
undestroyed ballots, enclosed in an sarslen, to the county clerk. 

(3) The stub books, secondary stubs, ballots, tally sheets, linen 
envelopes and voters’ affidavits shall, after the results of the election 
have been certified, remain in the office of the county clerk as a part 
of his records for a period of six months. If at the expiration of the 
said six months there is no contest, recount or criminal prosecution 
pending involving the same, the clerk shall deliver the same to the 
appropriate authority for use in supplying paper needed in National 
Defense. If a contest, recount or criminal prosecution is pending at 
the end of the six months’ period, the clerk shall make a similar dis- 
position of such material when authorized by order of the judge of 
the court in which the proceeding or prosecution is pending. After 
the termination of the present National Emergency the clerk shall, at 
the end of the six months’ period above referred. to, or when authorized 
by the circuit judge of the county, sell the material for the best price 
obtainable aa pay the proceeds into the country treasury, that no 
information as to how any voter has voted can be eed from exam- 
ining such material. If no sale can be made the material shall be 
destroyed. (1942, c. 169, §§ 2, 4.) 

(Disposition of absent voters’ ballots and envelopes, KRS 126.270 


Preservation and disposal of absent voters’ ballots received too late, 
KRS 126.250.) 





Exursir 8 
(Text, p. 36) 


AFFIDAVIT 
Srate or Kentucky, 
County of Logan, sct: 


Affiant, Edgar J. Arnold, Russellville, Kentucky, after having first 
been duly sworn, states that he was, and is the duly appointed, quali- 
fied, and acting Deputy Jailer of Logan County, Kentucky; that, 
included among his duties is the performance of janitor services in 
the various offices and rooms in the Logan County Courthouse; that, 
in the performance of his duties he is from time to time directed by 
the County Clerk and other County Officials to destroy various records, 
papers, and trash; that he destroys such records, papers, and trash 
by burning them in the coal furnace located in the basement of the 
Courthouse. 

Several days prior to the November 4, 1958, General Election (3 or 
4 days to the best of Affiant’s recollection) the County Court Clerk, 
Bailey Gunn, directed him to destroy the 1958 Primary Election rec- 
ords (ballots, stub books, envelopes, tally sheets, signature books) 
and some other miscellaneous records and papers; that pursuant to 
such directions Affiant did immediately remove said 1958 Primary 
Election records (ballots, stub books, envelopes, tally sheets, signature 
books) and other miscellaneous papers to the basement of the Court- 
house and destroyed them by burning them in the furnace; that the 
removal of the said records and miscellaneous papers was done during 


regular office hours and in the presence of various persons in the 
Courthouse. 
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Affiant further states that prior to the 1958 Primary election (3 or 
4 days prior thereto) he was directed to remove and destroy the 1957 
General Election records, including ballots, stub books, envelopes, 
tally sheets, and signature books, along with other miscellaneous 
records; that said records were then and there immediately removed 
and destroyed by burning in the Courthouse furnace. 

(Signed) Edgar J. Arnold, 

(Typed) Enpcar J. ARNoxD, 

Russellville, Kentucky. 
Subscribed and sworn to before me in said County by Edgar J- 

Arnold, Russellville, Kentucky, this 4th day of December, 1958. 


Dororuy Pirr CiargK, 
Notary Public, Logan County, Kentucky. 


My commission expires Jan. 31, 1962. 





Exuipit 9 
(Text, p. 36) 
J. H. WisemMen 
CLERK, LYON COUNTY COUR! 
EDDYVILLE, KENTUCKY 


To Whom It May Concern: 

As far as I can find out it is the custom or practice with most of 
the County Court Clerks in the 1st District, including myself, to 
destroy the primary ballots when they get ready to send the boxes 
out for the November election, if there is no contest, or court order 
issued. 


[SEAL | (Signed) J. H. Wiseman, 
(Typed) J. H. Wiseman, 
Clerk Lyon County Court. 





Exner 10 
(Text, p. 36) 


RussELivitLE, Kentucky. 
To Whom It May Concern: 

This is to certify that during my two terms as Clerk of the Logan 
County Court, it. was the official duty of said Clerk to prepare ballots, 
boxes, and supplies for each election, therefore, it was necessary to 
clean out boxes and destroy old ballots used in Primay Election be- 
fore boxes could be used for the General Election. During my term 
as Clerk the Primary Election was held on the first Saturday in 
August. 

Signed this the 3rd day of December 1958. 

Jesse L. Riuey. 
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Strate or Kentucky, 
County of Logan, ss: 

I, Lewis Richardson, Notary Public in and for the State and County 
aforesaid, certify that on this day in my said State and County per- 
sonally appeared before me, Jesse L. Riley, and acknowledge above 
statements to be true. 

Witness my Hand and Seal as of this the 4th day of December, 1958. 

[seaL] Lewis Ricwarpson, Notary Public. 


My commission expires January 13, 1962. 





Exugieir 11 
(Text, p. 36) 


AFFIDAVIT 
Srare or Kentucky, 
County of Logan, set: 

Affiant, Emerson Beauchamp, after having first been duly sworn, 
states that he was the duly elected, qualified, and acting Clerk of the 
Logan County Court during the years 1925-1933, inclusive. 

As County Court Clerk, affiant was charged with the official duty 
of preparing and distributing ballots, boxes, and other election ma- 
terials for each Primary, General and Special Election wherein the 
voters of Logan County, Kentucky were permitted to vote during 
affiant’s terms as County Court Clerk. 

After each election was held (Primary, General or Special), the 
ballots were counted and replaced in the ballot boxes, securely locked, 
and stored in the Courthouse pending preparation for the next suc- 
ceeding election (Primary, General or g ecial). Several days prior 
to the next succeeding election, the ballot boxes were opened, the 
contents thereof removed, and the ballots and other paraphernalia 
destroyed. This was done with respect to every election during my 
two terms as County Court Clerk. 

This procedure had been the habit, conduct and custom of my im- 
mediate predecessor in office and to the best of my knowledge and 
belief was followed by all of the County Court Clerks who succeeded 
me in office in Logan County. 

It is my belief that this procedure was established and maintained 
because ion was only one set of ballot boxes that had to be used in 


every election, and the destruction of the ballots insured the secrecy 
of the ballot. 


(Signed) Emerson Beauchamp, 
(Typed) Emerson Beaucnamp, 
Russellville, Kentucky. 
Subscribed and sworn to before me in said County by Emerson 
Beauchamp, Russellville, Kentucky, this Ist day of December, 1958. 
[sEAL] J. Wavvett Croup, 
Notary Public, Logan County, Kentucky. 
My commission expires January 20, 1963. 
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EXHIBITS TO ACCOMPANY REPORT 
MARYLAND, FIRST CONGRESSIONAL DISTRICT 
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Alter reading the above do we Eastern 
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Elect THOMAS F. JOHNSON 


“> - for- Congress Nov. 4 
; By authority of the Citizens Commie 
Pins tee for Tom Johnson far Canerou 
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Exursit 2 
(Text, p. 40) 
Epwarp T. MILLER Office Suite 1728 
ist District, Maryland Telephone: CApitol 4-3121 
Committee: Extension 5076 
APPROPRIATIONS Home Office: 
121 N. Washington Street 
Subcommittee: 
DEPARTMENT OF DEFENSE Easton, Maryland 
ForeEIGN OPERATIONS Telephone: TAlbot 2—1122 


Appenpix B 


ConGREss OF THE UNtrep STATES 
Hovse or REPRESENTATIVES 


WASHINGTON, D. C. 


NoveMBER 29, 1958. 

Dear Frrenp: During the last three days of the recent campaign tens 
of thousands of pamphlets were heavily circulated in all parts of the 
Eastern Shore charging me with a “Double Cross Record as Congress- 
man.” These circulars were printed in Washington by the Trade 
Unionist organization and were unsigned by any individual which, 
incidentally, is in violation of the Maryland Corrupt Practices Act. 

Appearing too late for an answer to be generally circulated prior to 
election day, it is appropriate for me to reply to the charge now. ‘This 
I do, not in a spirit of sour grapes, but to keep the record straight with 
respect to the Congressional service of which i am proud. 

The implications of this smear are completely false. The article by 
Mr. Drew Pearson, quoted as the basis of the “Double-Cross,” charges: 
(1) “That Mr. Miller has an almost 100 percent record of voting 
against legislation to benefit the farmer,” and (2) That “If you look 
at the list of Miller’s contributions at the last election, you may get 
some idea why he votes this way.” ‘There are then listed alleged con- 
tributions to my 1956 campaign by some twelve prominent individuals 
or families totalling $11,700.00. 

First, as to my voting record on farm legislation: It has had the oP 
proval of the leading farm experts and organizations including the 
Farm Bureau and the Grange. The October issue of the Farm Bureau 
magazine (page 11) listed eight key votes in the last Congress and 
noted that in each of the eight, my-vote was in accord with the Farm 
Bureau Federation’s position. Second: The contributions listed in 
the Pearson article, implying some sinister motive by big business in- 
terests, were for the most part made for the Eisenhower-Nixon-Butler 
Republican campaign and only indirectly benefited the 1956 Miller 
campaign, if at all. The individuals, with one exception, are residents 
or part-time residents and property owners of our District. The.ex- 
ception is a former Republican National Committeeman, whose wife 
hails from the Eastern Shore. All are public spirited citizens whese 
support would be a credit to any candidate. 

Sincerely yours, 
(Signed) Edward T. Miller, 
(Typed) Epwarp T. Mixer, M. C. 
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APPENDIX VI. EXHIBITS TO ACCOMPANY REPORT ON 
MINNESOTA, NINTH CONGRESSIONAL DISTRICT 


CAMPAIGN EXPENDITURES, 1958 


Exuzieir 1 


(Text, p. 42) 
Crookston, Minn., May 4, 1958. 


PRESS RELEASE FROM: ANDY KNUTSON, OKLEE, MINNESOTA 





I have requested to my wife that she withdraw from the Congres- 
sional campaign in the 9th District. I have several reasons why I 
have taken this action and why I expect her to comply with my request. 

The first and most important is that since her action four years 
ago our home life has deteriorated to the extent that it is practically 
nonexistent. I want to have the happy home that we enjoyed for many 
years prior to her election. Coya hasn’t been home for Christmas for 
two years and for Easter the past three. I have seen our son but a few 
times and for only brief visits. 

Another reason for my request is her executive secretary, Bill 
Cheldahl, who by his actions and dictatorial influence on my wife has 
taken away the close relationship and affection we enjoyed before. 

Finally I believe that it is useless for her to be elected as the decisions 
that are made are not hers but Cheldahls, an individual who assumes 
no responsibility yet dictates the policy of her office. 





Exutisir 2 
(Text, p. 43) 


Oxteg, Mrnnesora., Vovember 22, 1958. 

Dear Kseipauw: I just want you to know that I’ve dropped the case 
against you and I wrote the Judge and Fitzgerald about this and I 
fired him. 

Understand that I have nothing against you and the idea of suing 
you was not my idea in the first place. I’m sorry that I caused so much 
trouble. But please understand that people who wanted Coya to be 
beat started this whole thing. 

Sincerely, /s/ Anvy Knutson. 

Tam sending you a copy of my letter to the Judge. 








Exnisir 3 
(Text, p. 44) 


Oxuer, Minnesota, November 21, 1958. 

Dear Juver: I’ve fired my lawyer, Benedict F. Fitzgerald, Jr., and 
I don’t want to sue Kjeldahl anymore. It wasn’t my idea in the first 
place. With this letter, I am getting out of all this. I told him over 
a week ago to withdraw this suit so I am writing you. 


33338—59——_9 
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My lawyer, Maurice Nelson, of Fosston, Minnesota, told me I could 
get out of all this by writing you. 





Sincerely, 
/s/ Anpy Knutson. 
Knutson vs, Kjeldahl. 
Exurisir 4 
(Text, p. 44) 
[Copy] 


Oxter, Minnesota, November 21, 1958. 


Mr. Benepict F. Frrzceraxp, Jr. 
Suite 983, National Press Building, 
Washington, D. C. 

Dear Mr. Frrzcreratp: I am firing you as my lawyer because you 
did not drop the case against Kjedahl like I told you to do almost 
two weeks ago. I want you to know that you do not represent me in 
any way any more, and I want you to aor back to me all the papers 
and letters you got from me. 

The main thing is that you understand that I don’t owe you a red 
cent more than I already paid you. 

I told you that I didn’t have any money when you said you could 
prove the two counts against Kjeldahl. I told you I didn’t have any 
evidence but you went ahead on your own. A lot of innocent people 
got hurt, including me. A lot of people said they were trying to help 
me but they really just wanted to get Coya defeated. 


/3/ AnDrReEw KNUTSON. 


83338—59——-9 
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Exureit 5 


(Text, p. 44) 
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Exuisir 6 


(Text, p. 44) 


Congressional Quarterly Weekly Report, Week Ending October 


17, 1958, No, 42, pages 1314-1315. 


Voting Participation - 4 


Voting Participation - On the Record Scores 


House Voting Scores - 1958 and 85th Congress‘ 


1. VOTING PARTICIPATION, 1958. Percentage of 93 roll calls 
on which Representative voted “‘yea”’ or “‘nay.”’ 


3. VOTING PARTICIPATION, 85th CONGRESS. Percentage of 
193 roll calls in 1957 and 1958 on which Representative voted 
“yea"’ or “nay.” 

2. ON THE RECORD, 1958. Percentage of 93 roll calle on which 


Representative made his position known by voting ‘‘yea” or 4. ON THE RECORD, 85th CONGRESS. Percentage of 193 roll 
“nay,” entering a live pair, announcing his stand or answering calls in 1957 and 1958 on which Representative made his 
the CO poll position known by voting “‘yea’’ on “‘nay,"” entering a live 
pair, announcing his stand or answering the CQ poll. 
HEADNOTES 

Not a Member in 1958; also used for Speaker Rayburn who 

foes not ordinarily vote, 

Not cligible for all 100 roll calle in 1957; percentage scores 

bused on number of votes for which Representative was 


eligible 


ALABAMA 
Andrews 
Boykin 
Elliott 
Grant 


* Not eligible for 


Les Angeles County 
23 Doyle 72 
19 Holifield 88 
17 King 100 
26 Roosevelt 8 


all 93 roll calls in 1958; percentage scores 
based on number of votes for which Representative was eligible 


Adaw 
Beamer 

7 Bray 
Brownson 
Halleck 


Flynt 
Forrester 
Landrum 
Mitchell 
Pilcher 


Huddleston 2! Hrestand 100 1 
Jones 5 Hillings 47 
Rains Holt 9 
Roberts Hosmer 8? 
Selden Jackson 87 
ARIZONA Lipscomb 89-99 
2 Udall 15 McDonough 92 
1 Rhodes | 20 Smitb 9 
ARKANSAS | COLORADO 
1 Gathings 4 Aspinall 9 
4 Harris 1 Rogers 95 
5 Hays 3 Chenoweth 19 Chiperfield 
2 Mills 2 Hill 88 | 14 Veconcy 
6 Norrel! CONNECTICUT 15 Mason 
3 Trimble 3 Cretella 97 18 Michel 
CALIFORNIA May 71 20 Simpson 100 
2 Engle Morano 94 22 Springer 100 
14 Hagen Patterson 98 23 Vursell 68 
W MeFall | AL Sadlak 98 Chicage-Cook Count 
8 Miller 2 Seely-Brown 7 Libenati ) 
3 Moss | DELAWARE 12 Boyle 100 
29 Saund AL Haskell 94 1 Dawson 
5 Shelley FLORIDA 8 Gordon 
27 Sheppard 
12 


Preston 
Vinson 
IDAHO 
1 Pfost 
2 Budge 
ILLINOIS 
|} 25 Gray 
21 Mack 
24 Price 
16 Allen 
17 Arends 


Harden 
Harvey 
Nemtz 
Wilson 
\OWA 
6 Coad 
Cunningham 
Gross 
Hoeven 
Jensen 
LeCompte 
Schwenge!l 
Talle 
KANSAS 
5 Breeding 
1 Avery 
3 George 
4 Rees 
2 Scrivner 
6 Smith 
KENTUCKY 
4 Chelf 
} Gregory 
2 Natcher 
7 Perkins 
5 Spence 
6 Watts 
3 Robsion 
8 Siler 
LOUISIANA 
2 Boggs 
4 Brooks 
1 Hebert 
8 Vecancy 
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2 Bennett 100 5 Kluczynski 

Sisk 4 Fascell 99 O’Brien 

7 Haley 100 O'Hara 

5 Herlong 92 Yotes 

8 Matthews 97 Byrne 

6 Rogers 100 Church 

3 Sikes 98 Collier 
| | Cramer 92 Vacancy 
| GEORGIA | I! Sheeban 

8 Blitch | INDIANA 


10 Brown 8 Denton 
5 Dovis 2 8 92 1 Madden 


Democrats in this type; Republicans in Italics 
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Gubser 
Ma:lliard 
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28 Un 

30 Wilson 

9 Younger 
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6 Morrison & 7 
5 Possman so 
7 Thompson 49 89 
3 Willis 73 & 
MAINE 
2 Coffin 8&7 94 
I Hale 75 94 
3 McIntire 6 77 
MARYLAND 
4 Fallon WW % 
7 Friedel OO 95 
3 Gormatz 8 98 
5 Lankford 98 100 
2 Devereux 99 100 
6 Hyde 98 100 
1 Miller 95 95 
MASSACHUSETTS 
2 Boland 94 98 
4 Donohve 94 95 
7 Lone 7 
8 Macdonold 78 84 
12 McCormack 81 9! 
11 O'Neill 8 88 
3 Philbin % 98 
6 Bates 100 100 
10 Curtis 9 9 
1 Heselton 98 100 
14 Martin 8 
9 Nicholson 100 100 
5 Rogers 94 95 
13 Wigglesworth91 98 
MICHIGAN 
12 Bennett 98 100 
8 Bentley 75 % 
18 Broomfield 97 98 
10 Cederberg 98 99 
6 Chamberlain 95 98 
5 Ford 99 100 
9 Grifjm 99 100 
4 Hofjman 81 87 
3 Jobansen 98 100 
11 Knox 95 100 
7 Mcintosh 95 100 
2 Meader 7 98 
Detroit-Wayne County 
13 Diggs 69 94 
15 Dingell 98 100 
17 Griffiths 8 92 
16 Lesinski 65 98 
1 Machrowicz 85 99 
14 Rabout 94 100 
MINNESOTA 
8 Blotnik 8 9 
9 Knutson 82. 99 
6 Marshall 88 97 
4 McCarthy ao vy 
3 Wier 7 
7 Andersen %& % 
1 Quie 100*100* 
$ Judd 95 100 
2 O'Hara 92 98 
MISSISSIPP! 
1 Abernethy 100 100 
6 Colmer 52 83 
3 Smith 97 
2 Whitten 95 % 
4 Williams 92 100 
5 Winsteod 76 &% 
MISSOURI 
5 Bolling 1 9 
7 Brown 92 % 
9 Cannon % % 
8 Camchon 69 99 
4 Christopher 73 94 
6 Hell 94 98 
10 Jones 72 & 
1 Karsten 100 100 
1] Moulder 7 9 
3 Sullivan % 98 
2 Curtis 91 100 
MONTANA 
2 Anderson 73 % 
1 Metcalf 3 9 
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NEBRASKA 
2 Cunningham % 
3 Harrison 85 
4 Miller 98 
| Weaver 7 
NEVADA 
AL Baring 66 
NEW HAMPSHIRE 
2 Bass 90 
1 Merrow 91 
NEW JERSEY 
1] Addonizio 98 
14 Dellay 83 
10 Rodino 9 
13 Sieminski 48 
4 Thompson 90 
3 Auchincloss 74 
8 Canfield 98 
6 Dwyer 97 
5 Frelinghuysen 96 
2 Glenn 78 
12 Kean 81 
9 Osmers 91 
7 Widnall 95 
1 Wolverton 81 
NEW MEXICO 
AL Vacancy 
AL Montoyo 77 
NEW YORK 
3% O’Brien 83 
3 Becker 9 
37 Robison 95* 
2 Derounian 85 
26 Dooley 7 
27 Gwinn 55 
32 Kearney 33 
38 Keating 98 
33 Kilburn 57 
40 Miller 65 
39 Ostertag 100 
42 Pillion 94 
41 Radwan 0 
43 Reed 85 
35 Rieblman 92 
28 St. George 81 
36 Taber 95 
31 Te , 54 
E wright 67 
29 Wharton 90 
34 William «0 
New York City 
8 Anfuso 68 
24 Buckley 4 
11 Cetler 78 
7 Delaney 4 
23 Dollinger 87 
19 Farbstein 7 
22 Healey 84 
6 Holtzman 92 
10 Kelly 89 
9 Keogh 78 
13 Multer 92 
16 Powell 4 
14 Rooney 89 
18 Santangelo 89 
20 Teller 89 
21 Zelenko 83 
5 Bosch 7 
17 Coudert 67 
12 Dorn 97 
25 Fino 78 
4 Latham 71 
15 Rey 9 
NORTH CAROLINA 
9 Alexander 94 
3 Barden 55 
1 Bonner 84 
4 Cooley 87 
6 Durham 76 
2 Fountain % 
8 Kitchin 98 
7 Lennon &4 
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1958 


| 5 Scott 9D 9 92 
98 | 12 Shuford 9 dD 5B 
% 11 Whitener 7 WF 92 
9 10 Jonas 9 WH 
99 | NORTH DAKOTA 
| AL Burdick 18 S54 55 
% | AL Krueger 87 94 72 
| OHIO 
9 9 Ashley 8 94 8 
95 | 20 Feighan 92 92 9 
18 Hoys 85 100 74 
99 | 19 Kirwan 88 95 8 
88 6 Polk 9 100 % 
9 | 21 Vonik © 9 88 
n 14 Ayres WD 9 W 
94 | 13 Baumbart 72 8 7 
3 | 8 Betts 98 98 98 
98 | 22 Bolton 92 «97 8 
100 | 16 Bow 8 9% 88 
8 | 7 Brown 100 100 100 
- 5 Clevenger 82 e7 & 
x] } 11 Dennison 9% 9 
95 | 15 Henderson 91 % 9% 
95 | 2 Hess 92 94 88 
a 10 Jenkins % 69 61 
4 McCulloch & W FI 
| 17 Vacancy 
911 | 23 Minsball 8 % 
| 3 Schenck 100 100 100 
9 | 1 Scherer 82 95 7% 
92 2 Vorys 88 100 93 
- | OKLAHOMA 
92 3 Albert 9% 9 95 
94 2 Edmondson 8 83 88 
78 5 Jarman 95 95 % 
72 | 6 Morris 54 67 78 
100 | 4 Steed 0 9 & 
70 | 1 Belcher 8 % WW 
81 | OREGON 
% | 3 Green 94 95 9 
9 | 4 Porter “Wm WD 
68 | 2 Ulimen 98 100 98 
& 1 Norblad 97 100 8% 
% PENNSYLVANIA 
92 | 25 Clark ” 
98 | 28 Vacancy 
81 | 11 Flood 97 100 92 
78 | 30 Holland 91 100 92 
94 | 21 Dent 93* 98" ~ 
76 | 26 Morgan 7 9 
| 14 Rhodes 99 100 99 
79 1S Walter 8 % 73 
79 | #17 Busb 9m BP 
8 | 1C Carrigg 7 WW 
9% | 29 Corbett 100 100 % 
9 | ° 8 Custin 100 100 98 
90 9 Dag 94 98 91 
% 12 Fenton 7 W 9% 
79 | 27 Fulton 97 WO 9 
94 | 23 Gavin 7 9 94 
8 | 7 James 27 59 52 
97 | 24 Keams 7 8 7 
62 13 Lafore 93 % = 
7 16 Mumma 9 95 «9 
93 | 22 Saylor % % WD 
92 | 18 Simpson 81% 79 
88 | 19 Stauffer 9 98 97 
% 20 Van Zandt % % V7 
84 | Philedelphic 
% 1 Barrett % 92 & 
92 3 Byrne 100 100 94 
79 4 Nix 100*100* = 
100 2 Granahen 9 100 94 
| § Green 74 88 74 
% Sie 69 94 75 
75 | RHODE ISLAND 
91 2 Fogarty 7 % 8 
88 | 1 Forand ee 9 94 
% | SOUTH CAROLIN 
9 4 Ashmore 9 
8 3 Dorn 94 9% 
91 5 Hemphili 100 100 91 





Democrats in this type; Republicans in Italics 


PUGH 198 CONGRESSIONAL QUARTERLY imac 


Newetccriar prahtiead = wtmie o n pe’ emcngt by edtimrte! Slane 


B8ts 


8 


BSSLS LRSLLSY SLSS LXSSSLSBSSSSLSLISzE 


So) 
o 


BSS BB SRS, KL VISSE, SNFLGRSLVISRSS, FF 








6 McMillen 
2 Riley 

1 Rivers 
SOUTH DAKOTA 

1 McGovern 

2 Berry 
TENNESSEE 
6 Bass 

8 Everett 

9 Davis 

4 Evins 

3 Frazier 

5 Loser 

7 Murray 

2 Baker 

1 Reece 
TEXAS 

3 Beckworth 
2 Brooks 

17 Burleson 
AL Dies 

7 Dowdy 

21 Fisher 

13 tard 

20 Kilday 

15 Kilgore 
19 Mahon 

1 Patman 
11 Poage 

4 Rayburn 
18 Rogers 
16 Rutherford 

6 Teague 

8 Thomas 

9 Thompson 
10 Thornberry 
12 Wright 

14 Young 

5 Alger 
UTAH 

2 Dawson 

1 Dixon 
VERMONT 
AL Prouty 
VIRGINIA 

4 Abbitt 

3 Gory 

2 Hardy 

7 Harrison 

9 Jennings 

1 Robeson 

8 Smith 

5 Tuck 

10 Broyhill 

6 Poff 
WASHINGTON 
AL Magnuson 

4 Holmes 


| $5 Horan 


3 Mack 
1 Pelly 
6 Tollejson 
2 Westland 
WEST VIRGINIA 
3 Bailey 
6 Byrd 
5 Kee 
2 Staggers 
1 Moore 
4 Neal 
WISCONSIN 
9 Johnson 
5 Reuss 
4 Zablocki 
8 Bymes 
7 Laird 
10 O’Konski 
1 Vecency 
2 Tewes 
6 Van Pelt 
3 Withrow 





WYOMING 


| AL Thomson 
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APPENDIX VII. EXHIBI.“S TO ACCOMPANY REPORT ON 
WEST VIRGINIA, FIRST CONGRESSIONAL DISTRICT 


Exuieir 1 


(Text, p. 54) 





UNITED 
-MINE WORKERS 
JOURNAL 


! 6%h Year, No. 2 Twice a Month January 15, 1958 





Cold Facts For The 85th Congress 
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Exuzsir 2 
(Text, p. 54) 


UNITED 
MINERS 
JOURNAL _. 


—_—s 


=MOLLOHAN TAKES SCAB KICK-BACKS: 


PRUN TYTOWN 
pAOLLOHAN SCAB ! 
of 308s BY NETS MOLLogay $20 sent | 


NON-UNION COAL COMPANY CH 
DONT Force |} MOtonan rectiven auCE-bace om yoo 
THIS PHND OF | LEASES OF STATE COAL LANDS wt 
POLITICIAN ON. gan? on 


ey , MOLLOHAN 
ay / RAlbS 
: oe UMW WELFARE FuNp {Wo S/RsEE/ 4 
- fi I wanr No PAR 
| % oF MOLLOHAN'S 
5 a. | 

















NON-UNION PAYOFFS ove $20,000 
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PROOF OF KICK-BACKS 
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CONCLUSIONS: 
MOLLOHAN CAN'T BE 
TRUSTED! 


Robert H. Mollohan is a promoter and fixer of non-union coal 
mining ffethe State of West Virginia. 


oe 


Mollohan “the Democrat Party @andidate seeking the Ist District 
Congressional seat now held by Congressman Arch Moore. 


xk*x*e* 
Union labor is indebted to Congressman Moore. 


xx 
Union labor owes Mr. Mollohan nothing. 


a a 


In fact, the activities of Candidate Mollohan has cost United Mine 
Workers heavily in coal-producing jobs and have deprived the Union 
Welfare fund of thousands of dollars as a result of his non-union 
mining promotions which pay nothing to UMW Welfare funds. 


xe * 


Candidate Mollohan has collected thousands of dollars from non- 
union coal companies for services rendered. 


x *.* 


A vote for him will be a vote against the principles of the 
UMW and the protection union labor must have for progress in 
West Virginia. > 
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CHARGES AGAINST MOLLOHAN 


State of West Virginia 
County of Taylor, to-wit: 


This doy personolly appeared before me, the undersigned 
Notory Public in and for the county and stote oforesaid, 
Earle E. Thorn, who being first duly sworn, upon his oath 
says thot he resides at Simpson, West Virginio, ond wos em- 
ployed os bookkeeper for Mason Brothers, cool operators. 
ot Pruntytown, West Virginia from July 1, 1947 to Morch 
1956; that during the time he wos so employed, Mason 
Brothers strip mined coal on Industrial School lands under 
leases from the Stote of West Virginia; that the stripping 
Operations storted in early Janvory 1948, ond $2,500.00 
wos poid to Robert H. Mollohon in Fabruory, 1948 for cool 
mined in Janvory of that year; 

Thot Robert H. Mollohon performed no services for Mason 
Brothers after said leases were obtained and stripping 
storted; that o Cleveland, Ohio, firm wos the exclusive sales 
agent for Moson Brothers throughout the term of the stote 
leases; thot Robert H. Molichan did inform Moson Brothers 
thot when he went to Washington he could moke valuable 
contacts and would assist in procuring government surplus 
mining equipment, but none wos ever procured ond oll 
equipment Mason Brothers purchased wos bought on the 
open market; thot Moson Brothers operoted the Industricl 
School leases with non-union labor, and no royolty payments 
were made to the United Mine Workers Welfore and Retire- 
ment Fund; that-the total production of said mining operation 
was more than 100,000 tons; 

Thot for a time poyments to Robert H. Mollohan were 
made in cash, but loter payments were mode by check, of 
offiant’s insistence, and oll of said payments, both cash ond 
in check, were later proved to the sotisfoction of the interno! 
Revenve Bureau; thot Robert H. Moliohon come periodicolly 
to the Mason Brothers office for poyments, and sometimes 
os 4 thousand dollars, would settle for less; 

hat on one occasion when Mason Brothers were short 
dalllth G detethen tombe over o used car to Robert 
H. Mollohan a1 poyment in the place of cosh ond these two 
cors were delivered to Mollohan’s Used Car Lot in Clarksburg; 

That there wos o written contract between Mason Brothers 
ond Robert H. Mollohan which provided that Mollohan was 
to perform certain services for Mospn Brothers and such serv- 
ices were never performed by Mollohon; 

Thot all the coal sold by Mason Brothers other thon that 
handled through the exclusive soles agent in Cleveland, Ohio 
was sold by the offiont; thot S$. Fred Mason is the monoger 
ond principal operator of Mason Brothers 

And turther affiont sayeth not 

/s/ Earle E. Thorn 
Token, subscribed ond sworn to before me this 2nd doy of 
November, 1956. 

/s/ Dont. Jeffery 


Notory Public in and for Taylor 
, West Virginio 


My Commission expires: Jonvory 7th, 1957. 





O 


State a West Vi irginia 


County of Harrison. fo-wit: 


S. F Moson, being duly sworn, on his ooth scys thot dur- 
ing the yeors 1945, 1946, 1947, 1948, 1949 and 1950 he 
wos, and still is. engaged in the business of mining cool os 
@ member of the partnership doing business os “Mason 
Brothers; " 

That during the years mentioned—to the best of affiant’s 
recollection in 1946 or 1947—he discussed with Robert H. 
Mollohan, then Superintendent of West Virginio industrial 
Home for Boys, ot Pruntytown, W. Vo. the possibility of 
Mason Brothers obtaining leases from the state of West Vir- 
ginio permitting Mason Brothers to strip mine coal underlying 
certain portions of the Stote owned lands in the vicinity of 
Pruntytown which were operated in connection with sid 
West Virginio Industrial School for Boys: thot Robert H 
Mollohon said thet he would help obtain leases for Mason 
Brothers from the Stote of West Virginio permitting strip 
mining of the coal aesired, but thot he, Robert H. Molichon, 
would hove to be compemoted; 

Thot soid Robert H. Mollohon helped orrange for and 
obtoin said leases for Mason Brothers from the Boord of Con- 
trol of the Stote of West Virginia; 

Thot Mason Brothers mined, by strip mining methods, the 
coal underlying the lands of West Virginia embraced in these 
‘eases, 

Thot at the request ond demand of said Robert H. Mollo- 
han, Moson Brothers paid Mollohan large sums of money 
while such strip mining operations were being conducted; 

Thot all sums poid to Robert H. Mollohan by Mason 
Brothers were for his help and infivence in obtaining soid 
leoses; 

And that the total sums poid by Mason Brothers to said 
Mollohan for his personal use and benefit during this period 
were in excess of $20,000. 

And further said S. F. Mason saith not. 

/s/ S. F. Mason 
Token, subscribed and sworn to before me this 27 doy 
of October, 1956 
/s/ Harold M. Nutter 
Notory Public 
My Commission expires on the 19 doy of Moy, 1963. 
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House or REPRESENTATIVES, 
Washington, D. C., January 3, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Select Committee on Astro- 
nautics and Space Exploration, I submit the enclosed report, Inter- 
national Cooperation in the Exploration of Space. 

This report was originally issued as a staff report in October 1958. 
On January 2, the full committee met, and voted to adopt this as a 
report of the committee. In the original version, the staff emphasized 
that time may run out on United States opportunities to call for the 
necessary kind of cooperative effort among friendly nations for the 
exploration of space. The urgency is all the greater at this late hour. 
The Soviet Union’s first successful lunar probe of large size is travel- 
ing through cosmic space, conducting a variety of scientific experi- 
ments as these words are being written. 

The recommendations of this report to the 85th Congress and to the 
succeeding 86th Congress are earnestly offered for consideration. 


Joun W. McCormack, Chairman. 
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views of the committee members. The staff members who assisted 
me in preparing this report are: Dr. Charles S. Sheldon II, Spencer 
M. Booted) Philip B. Yeager, Raymond Wilcove, and Richard 
Hines. Dr. Harold ©. Weber assisted in the review of some sections, 
and Frank B. Gibney was of considerable help in the final drafting. 


Grorce J. FELDMAN, 
Director and Chief Counsel. 
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OF SPACE 





JANUARY 38, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McCormack, Chairman of the Select Committee on Astronautics 
and Space Exploration, submitted the following 


REPORT 


[Pursuant to H. Res. 496 (85th Cong.)] 


I. INTRODUCTION: THE LONG-RANGE PROSPECT 


The national effort in space and astronautics has thus far been 
largely a matter of fulfilling urgent demands or meeting immediate 
needs in carrying out specific military programs as well as those for 
the International Geopkvelcel Year. The National Aeronautics and 
Space Administration, authorized by Congress in July 1958, was the 
first step towards setting up a long-range and continuing program in 
the field. 

Recognizing the far-reaching nature of this measure, Congress has 
authorized permanent committees, the House Committee on Science 
and Astronautics and the Senate Committee on Aeronautical and 
Space Sciences, to encourage an orderly program of development and 
exploration. The creation of such standing committees underlines 
the importance of the space effort. Their very existence makes it 
easier for Congress and the public to develop a long-range attitude 
towards the space effort, in contrast to the fire-drill atmosphere of 
the sputnik alarms and the first satellite orbitings. 

To foster a long-range attitude does not minimize the urgency of 
immediate measures, both for national defense and for attaining scien- 
tific objectives. But, in an effort so complex and continuing, it is 
the intelligent long view that will promote the intellectual and tech- 
a motential af the United States with the greatest force and 
efficiency. 

In hernia with the permanent character of N. A. S. A., and the com- 
mittees of Congress concerned with its oversight, the staff of this Select 
Committee can think of no more constructive way to complete its own 


1 
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work this year, than by a series of studies covering basic prob- 
lems involved in getting a sound, long-term policy under way. 

The studies have their origin in the observations of Committee 
members and the staff on the work done in the space and astronautics 
field. They include: (1) the prospect for international cooperation 
in the space effort; (2) an overall review of the national space pro- 
gram; (3) a survey of the accomplishments of the International ta 
physical Year, with special reference to the space sciences; (4) a study 
of the immediate and future need for better fuels and propulsion 
systems in the United States rocket program; (5) a survey of the legal 
problems bound to evolve as the Space Age advances. 

This first study, on international cooperation in the space effort, 
seems more pressing than the others. The opportunities for realizing 
international cooperation on the free world’s terms are immediately 
available. But some imminent decisions lie ahead of us if we are to 
take advantage of these opportunities. The building cement for all 
future policy in this field is being set now, and it must be set firmly 
and well. Scientific ideas can be revised when new discoveries are 
made, but popular and national attitudes are harder to change, once 
established. In a matter like scientific cooperation, these attitudes 
play a critical part and must be reckoned with. 


II. THE IMPETUS TO INTERNATIONAL COOPERATION 


The need for international cooperation was specifically foreseen by 
Congress when it enacted the National Aeronautics and Space Act of 
1958. The N. A. S. A. Administrator was expressly authorized to “en- 
gage in a program of international cooperation in work done pursuant 
to this Act...” On signing the new law, President Eisenhower 
made particular reference to this section. He regards it as permitting 
both formal and informal “arrangements for cooperation.” Witnesses 
before this Committee gave an impressive statement of the general 
need for international cooperation in the space effort, with some 
praiseworthy suggestions for carrying it through. 

The recent overseas studies made by representatives of the Commit- 
tee have urgently reinforced these statements of aims, which should 
be differentiated from the standard expressions of goodwill accom- 
panying so many international activities. For in this case the cause 
of international goodwill and the strictest considerations of the 
national self-interest are synonymous. 

The inability to depend on Soviet cooperation and the lack of gov- 
ernmental space effort in most other countries offers a peculiarly good 
chance for the United States to mobilize the researches of most of the 
world’s scientists in this field. Few seriously question the importance 
of space exploration to the future peace and prosperity of this planet. 
(For the United States alone, some have predicted that after 15 years 
the space flight industry is likely toemploy millions.) It is generally 
agreed that space development and cai Aoeadicth will ultimately become 
of necessity a shared international concern. The existence of rival 
space efforts, besides being prohibitive economically, could in the end 


result in projecting current military rivalries to the limitless dimen- 
sion of outer space. 
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The opportunity now exists, therefore, for the United States to ac- 
cept the leadership of an international space effort in the infancy of 
the art. We can thereby insure that this effort starts and remains 
truly peaceful and productive. If the United States acts with speed 
and decision, it can organize a working international space body, 
with its cornerstone fixed in the productive and political capacity 
of this country. 

By a *weskitie international body,” we do not mean a series of 
international conferences which can be sidetracked from their real 
purpose by the political issues that so often plague East-West rela- 
tions. Just as the higher unity of Western Europe is evolving from 
the military urgencies of N. A. T. O. and the enforced economic 
partnerships of O. E. E. C., the Common Market and—more re- 
cently—EURATOM, a world unity of space and astronautics devel- 
opment can issue from a functioning organization of governments, 
cooperating scientific bodies and individual scientists. 

The basis for such an organization is implicit in the mandates for 
international cooperation which Congress has given the N. A. S. A. 
But these mandates will not become effective without further effort. 


III. OPPORTUNITIES FOR INTERNATIONAL 
COOPERATION 


It has often been noted that the efforts of European scientists were 
indispensable in the discovery and development that lead to nuclear 
fission and fusion in the United States. What is not so often stressed 
is the fact that their zeal in the atomic effort, as well as their appear- 
ance on the American scene, was a direct consequence of totalitarian 
persecution in the 1930's. In a real sense, it was the scientists who 
pressured the U. S. Government to turn their discoveries to military 
use against an enemy from whom most of them had suffered. No 
such clear-cut zeal exists at present in the world scientific community. 
It is therefore necessary that the United States, if it wishes to put 
a world space program on a sound footing, should demonstrate the 
compelling necessity for a united scientific effort. 

Fortunately, there is strong evidence that most of the world’s 
scientists do look to the United States for leadership. This is not 
only a matter of common social and political outlook. It comes also 
from a dawning realization that the freedoms of Soviet science are 
qualified by Communist political aims. 

In August and September 1958, scientists, particularly those work- 
ing in space exploration and allied fields, held an unprecedented 
number of significant international meetings. These took place in 
Amsterdam, Geneva, London, Moscow, New York, Los Angeles, and 
elsewhere. At all these meetings there was a wide consensus on 
certain important premises: 

(1) A highly competent, friendly, and critically needed source of 
scientific manpower is available outside the United States. 

(2) Some of the most respected and competent scientists abroad 
are hampered in their work, not only by lack of money and facilities, 
but also by lack of government encouragement. 
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(3) In many countries non-Communist scientists, engineers, and 
technicians are turning to the United States as the best outlet for 
their creative abilities. 

Against this growing disposition to work on the space effort under 
American auspices, there remains doubt about how far their coopera- 
tion could extend. United States insistence on watertight security in 
scientific matters, some of which may be only remotely concerned with 
the national military interest, has become an object of wide criticism. 
This criticism is nowhere stronger than among our allies. 

American concern for security has in the past been especially 
resented by our allies in the field of nuclear research. Congress recog- 
nized this resentment, and took steps to eliminate its valid causes, in 
the bill for a wider exchange of information with our allies in the 
atomic energy field. This bill was made law in the closing days of 
the 85th Congress. It is a valuable guide to the free information 
policy which can pay dividends if adopted in the area of space devel- 
opment and exploration. Naturally, the Nation’s legitimate military 
security, both in the nuclear and the space fields, must be safeguarded ; 
but a free information policy, to gain real international confidence, 
needs to be restated and followed through. This was the position 
taken by Congress in the National Aeronautics and Space Act. 

Views on the subject were strongly expressed to Committee repre- 
sentatives in discussions with scientists from many countries attending 
the ninth congress of the International Astronautical Federation 
(I. A. F.) in Amsterdam. This was the first such gathering arranged 
in what we can justly call the Space Age. Approximately 400 dele- 
gates from some 25 countries attended, among them important scien- 
tists and high administrative and military figures. 

Most forejgn delegates were already aware that the National Aero- 
nautics and Space Administration is the first agency of its kind estab- 
lished in the’ free world and the first to set as its goal the peaceful 
exploration of outer space. Conversely, in spite of the recognition 
among the delegates that the Soviet Union has made great advances 
in space technology, they had begun to doubt if the world can rely 
upon continuous cooperation from the Soviet Union in the explora- 
tion of outer space. 

Both governments and industry in Western Europe have shied 
away from astronautics, in many cases because the expenditures in- 
volved are too great. Individual scientists and technicians, on the 
other hand, are eager to get to work. Actually, a good deal of work 
is underway which could benefit the entire free world if coordinated. 
Much of this effort is hampered by lack of equipment or financial sup- 
port. Limitations on the exchange of data, also, have led to retracing 
the ground already covered by the United States or the Soviet Union. 

Western European scientists were asked which were the greatest 
contributions they could make in advancing the free world’s astro- 
nautical progress. They invariably stated that the most effective work 
could be done either through an internationally coordinated program 
or in specific American astronautical projects employing facilities in 
the various participating nations. It could also be useful to bring 
some of these men here to work on our projects in exchange for 
similar American services abroad. 

If friendly foreign scientists are excluded from the development of 
astronautics, the science of the future, their individual achievements 
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will be nullified. Without American cooperation, it seems doubtful 
if Western Europe will be able to launch any space vehicle for some 
time to come. Conversely, by allowing European scientists to share 
their know-how with the United States, substantial benefits will accrue 
to both, and unnecessary expense to the United States may be avoided. 

Past experience clearly indicates that the component parts necessary 
to any major scientific breakthrough often lie—inert and ineffective— 
in different parts of the world at any given time. It is obviously in 
the common interest to bring them all together whenever possible. 
In the West’s drive to maintain a superior scientific position, this 
unifying impetus must be provided by the United States. 

In Western Europe, the United Kingdom is visibly the most 
advanced in the field of space technology. The Ministry of Supply has 
asked the Royal Society, a private group which corresponds somewhat 
to the National Academy of Sciences in this country, to survey the 
British need for a space program and to outline what steps might best 
be taken in this field. The British space program will probably de- 
pend upon the recommendations of the Ro al Society, which has 
formed a special group, headed by Professor i. S. W. Massey, an out- 
standing scientist and professor of physics at the University of 
London, to study the matter. 

In the missile field meanwhile the British have not been idle. 
They have developed the Black Knight missile, which could be used to 
launch a satellite, or in conjunction with another missile, the Blue 
Streak, to place as much as half a ton in orbit. The Black Knight 
recently rose 300 to 400 miles in a single-stage firing during tests in 
Australia. This in itself is an impressive feat. 

Since their resources are limited, British officials can be expected to 
exercise caution in their advocacy of new and costly projects in space 
technology which might detract from the immediate effort in guided 
missiles. However, Mr. Duncan Sandys, the British Defence Minister, 
recently expressed a positive interest in future space travel—a fact 
that may be a clue to official thinking on the subject. 

There ae to be a real desire among key British officials to work 
cooperatively with the United States and to develop particular British 
ee as partnership ventures. It was suggested, for example, 
that the United Kingdom could build remote control probe vehicles 
for Moon or Mars shots while the United States continued to develop 
the main boosters. There is sound basis for cooperative action of 
this type to the fullest extent possible. 


IV. BRITISH RADIO ASTRONOMY: AN EXAMPLE 


Some foreign collaboration in the space field can be immediately 
profitable to the national interest. A good recent example is the work 
done by British radio astronomy in tracking the United States moon 
probe efforts. 

The world’s largest radio telescope is located at Jodrell Bank, near 
Manchester, England. (The delegation from this Committee which 
visited Jodrell Bank in September was the first legislative group from 
the United States to do so.) The 250-foot “dish” with which the 
telescope is equipped has proven very effective in tracking satellites. 
It was invaluable in tracking the lunar rocket launched October 11 
by the United States Air Force under N. A. S. A. supervision. More 
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than 100 “fixes” on the rocket’s position were transmitted by the British 
scientists to the American computing center near Los Angeles. 
communications with a future lunar probe in outer space were to fail 
Jodrell Bank could well be the only facility in the world able to con- 
tinue tracking the space vehicle. 

Scientists at this British facility are now working on plans for the 
first radar contact with Venus. ‘This project opens up exciting pos- 
sibilities, since Venus is one of the few planets in the solar system 
which may be capable of sustaining life. It is not known whether 
the clouds which envelop Venus will prevent scientists at Jodrell 
Bank from probing its surface. That will depend on the equipment 
and the reflective nature of the cloud cover. If the clouds can be 
penetrated, the world may learn for the first time something of the 
real character of this planet. 

Professor A. C. B. Lovell is the builder and director of this radio 
telescope, which is owned and operated by the University of Man- 
chester. He has offered to cooperate with other nations in the further- 
ance of space efforts. To date, the Soviet Union has not accepted his 
offer, even though it apparently has no radio telescope of equal capa- 
bilities. The United States has accepted the British offer. The 
Army, as well as the Air Force, is using British facilities in connection 
with the American lunar shots. 

The Jodrell Bank telescope is now working at distances up to two 
billion light years. For the most part, its operation deals with dis- 
tant radio emissions from the universe. However, Lovell and his 
associates are also engaged in a comprehensive program of moon 
exploration. (Present experiments suggest, on the basis of doppler 
and echo characteristics, that the moon is covered with layers of dust 
approximately 2 centimeters thick. ) 

Jodrell Bank scientists are urging construction of a series of radio 
telescopes in various parts of the world to circumvent solar interfer- 
ence, to give continuous reporting, and to provide more accurate data 
than are now obtainable. Such radio telescopes, they said, could 
provide very significant information on the performance of earth- 
launched space craft and a check on radio emissions received from 
distant galaxies. The latter might throw new light on the physical 
characteristics of the universe. They might also help to prove or 
disprove a variety of important basic theories, including the modern 
theories of relativity. 

Radio telescopes are also useful in studying signal propagation, 
the aurora borealis, solar processes and the layers of the upper at- 
mosphere. It goes without saying that all these areas of investigation 
are important to the space program. 


V. THE AMSTERDAM CONFERENCE 


The ninth congress of the International Astronautical Federation 
brought together some of the most prominent people in the field of 
space technology. The scientific papers presented were often esoteric, 
highly technical, and delivered in a variety of tongues which limited 
the completeness of communication. But many were of prime scien- 
tific value. 

For the purposes of this report, there are two aspects of the Amster- 
dam meeting which deserve special stress. One relates to the general 
atmosphere in Amsterdam and the contacts made by the Committee 
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with delegates. The other relates to the colloquium on space law held 
at The Hague, in which representatives of this Committee partici- 
pated. (See Sec. X.) 

The general atmosphere at Amsterdam was one of vitality, of active 
minds at work, demonstrating a capability to contribute to the most 
abstruse phases of the new space sciences. But coupled with this was 
a sense of frustration among numbers of delegates. As previously 
peated out, only two nations are currently in a position to pursue 

arge-scale programs in the space sciences with actual hardware, either 
to place objects in orbit or to use them for probing other astronomical 
bodies. 

Neither of these nations has as yet implemented a significant pro- 
gram for world cooperation. 

American scientists presented a variety of papers at the meetings. 
Many specific details of the operations in this country tantalized 
scientists of other countries who have been largely restricted to theo- 
retical studies. American delegates were personally sympathetic to 
pleas for cooperation, but they did not bring any specific plans for 
permitting participation of trained manpower in other countries in 
our space efforts. 

However, the frankness of some American discussions—for ex- 
ample, the excellent paper on the Explorer satellite program—was in 
contrast to the evasiveness of Soviet scientists, whose papers were de- 
tailed and carefully prepared, but dealt mainly with side problems 
which were of little help in advancing the space programs of the world 
at large. They were particularly evasive about providing any real 
clue to future projects. 

Among the non-Communist scientists, there appeared an intense 
awareness, from close experience, of the absolute dependence of West- 
ern ideals and civilization upon the growth of a living partnership of 
the free-world countries in cultural and scientific activities, as well as 
in military alliances. 

The I. A. F. by no means represents the only evidence of a desire 
for international cooperation in the art and technology of space. 
There are a number of international bodies with experience and tradi- 
tion behind them whose activities bear on this field. Most of them 
can be counted on to assist materially in the space effort. 


VI: THE SOVIET ATTITUDE 


The Soviet Union’s achievements in the art and technology of space 
exploration have made the Soviet attitude of basic importance to the 
world space effort. This attitude, at times, has seemed openminded 
and favorable to a fair sharing of information in the space field. At 
other times, the attitude appears to harden in the opposite direction 
of secrecy and suspicion—qualities which the world sadly has come to 
recognize as traditional in Soviet policy on other matters. 

Only recently, for example, the Soviet Union released to the world 
the key to one of the transmission codes being employed by Sputnik 
III, enabling the United States and other nations to decipher much 
of the data being broadcast by that “moon.” This sathieneal about the 
time most non-Soviet scientists had given up hope of such Soviet coop- 
eration. The Soviet Union has also agreed to participate in the new 
Committee on Space Research being wanna by the International 
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Council of Scientific Unions. On the other hand, the Soviet Union 
has failed to reveal anything comparable to American disclosures of 

satellite launching techniques; Soviet sputniks have violated interna- 
tional agreements ; relating to broadeast frequencies; and Soviet Gov- 
ernment has shown little disposition to collaborate on specific plans for 
future space exploration. 

Whatever the exact net balance of these several acts may be, the dis- 
crepancy between original expectations for cooperation and the actual 
Soviet performance, thus far, has been enough to dampen the hopes of 
scientists throughout the free world. 

The demonstrated professional ability of many Soviet scientists has 
led us to hope that mankind as a whole can share inthe results of their 
work. Science in general has traditionally been nonpolitical, dedi- 
cated to the advancement of all men. 

However, there are peculiarities in the Soviet position in science 
which must not be ignored, even if we hope they may be corrected. 
The rest of the world can work better with the Soviet Union if it 
is thoroughly aware of them. On the one hand, the Soviet Union has 
made a major effort to overcome technical backwardness among its 
people and has engaged in a long-term effort to train scientists and 
engineers. On the other hand, the Soviet system is frankly dedicated 
to certain political and social aims which are anathema to free men. 
These two facts are constantly at war with one another. In the end, 
any tendency toward enlightenment from greater education has to face 
harsh political reality. Soviet science, like everything else in the 
Soviet society, including what we regard as inalienable rights of indi- 
viduals, is subordinate to the goals of the ruling Communist Party. 

The Soviet Union furthermore openly avows an eventual goal of 
Communist world domination, and many of its acts in international 
fields we would view as nonpolitical are colored by its totalitarian 
approach to life. 

Moreover, the Soviet Government has already made such progress 
in the space sciences that it now exhibits a certain scorn for what 
others can do. It sees limited reason for rea only in those 
areas which can (1) pay off in military strength or ( a omise oppor- 
tunity for spectacular dev elopments politically useful in shaping 
world opinion. Undoubtedly, Soviet scientists are under ponstber: 
able pressure to support Soviet ambitions with such ‘ ‘political” sci- 
ence. Inthe eyes of the Kremlin complete scientific cooperation would 
hardly further these aims. 

Therefore, it remains to be demonstrated whether the Soviet Union 
will share wholeheartedly in a broad space science program of the kind 
the free world is coming to regard as essential. ‘The burden of proof 
rests on the Soviet Government. 


VII. UNITED STATES SECURITY 


In choosing a determined policy of international cooperation, the 
United States must develop a security policy consonant with it. As 
other sections of this report have suggested, we must not confuse the 
legitimate essential needs of the national security, such as the mili- 
tary missile program, with a blanketing of all phases of space research. 

It would Gia easily ‘possible for the new space agency to hide many 
of its activities under the wraps of security, to add projects in re- 
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sponse to internal needs alone, and to postpone as premature any 
broad and vigorous plan for international cooperation. Such a re- 
sult is not unknown in the development of new government agencies. 
It may well occur unless positive steps are taken to distinguish real 
from unnecessary security considerations. 

There is one element which might be considered in judging secu- 
rity requirements. That is the fundamental premise that the develop- 
ment of outer space must be peaceful and cooperative if future gen- 
erations are to enjoy the ultimate security of a world untroubled b 
the constant threat of total destruction. However precarious this 
hope seems today, the projection of military rivalry into space would 
make it impossible of realization. 

An over-strict interpretation of security standards would cut off, at 
its source, any hope of the international cooperation which should be 
our primary object. 


VIII. SPACE PROPULSION : THE CLASSIC PROBLEM 


Since the key to the exploration of space lies in propulsion, it was 
naturally a prime subject of conversation among delegates to the 
. A. F. congress. We enumerate below some of the different concepts 
discussed by way of illustrating the vast variety of approaches possible 
in this field. This in itself is a powerful argument for using the 
services of as many minds as possible in the search for practical 
solutions. 

One authority at the ae predicted that magnetic propulsion 
systems may provide “the real break-through” in astronautics. But 
this development does not seem to be close. For the time being, chemi- 
cal fuels such as the super-peroxides, the boron compounds, and the 
perchlorates, along with fluorine and possibly liquid ozone, apparently 
offer the most promise for immediate advance. ; 

Both solid and liquid fuels have many possibilities, although at 
present much interest, particularly in the military services, is being 
shown toward solid fuels. A hybrid system is also possible, utilizing a 
liquid oxidizer with a solid fuel. 

One scientist expressed the view that engine clusters appeared to be 
more logical and less expensive for high-powered thrust than single 
engines. But clusters raise reliability questions. If a large engine 
is davelopad successfully, it could lead to even higher powered clusters, 
providing the reliability question is resolved. 

How soon can practical results be expected from propulsion systems 
using nuclear energy, ion jets, plasma jets, or other advanced means? 
This was a question that stirred great interest among European and 
American scientists. 

Nuclear rockets, according to some delegates, are not likely to serve 
as a permanent propulsion system. There was a feeling that, by the 
time a really practical nuclear powerplant was available, other more 
advanced types of propulsion units would be developed. The current 
work on nuclear reactors is considered essential, however, to the work 
on later systems. This is because nuclear energy cannot only expel 
a hot gas but can also generate electricity. 

Plasma jets were termed most useful for studying ion accelerations, 
producing high temperatures and controlling large bodies of ionized 
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as at high densities, but the feeling was that they would be surpassed 
y ion propulsion systems. 

In turn, ion systems would be replaced by magnetic propulsion 
because the electrostatic method of ion propulsion, whereby a large 
voltage difference is created, was said to be somewhat unattractive 
in its practical possibilities. 

One scientist felt that magnetic acceleration looked more promising 
primarily because it does not require high voltages. He concluded that 
magnetic propulsion systems held out the most likely long-range 
promise, and he predicted that with adequate financial backing prac- 
tical results in this field could be obtained in less than 5 years. 

The further question was raised whether there was any basis for 
inferring that a radical breakthrough in propulsion may result from 
current research efforts. A West German scientist was reported to be 
making studies in this field. In the opinion of at least one scientist, 
the “dynamic contrabaric” principle ceuld conceivably result in a 
propulsion breakthrough. Other scientists remain very skeptical. 

Related but entirely uncoordinated work is apparently being under- 
taken simultaneously by theoretical scientists in Italy, the United 
States, and other countries, with regard to the contrabaric effect, 
magneto-fluid-mechanics,. and other advanced schemes. While such 
revolutionary exotic propulsions are nowhere in sight at the moment, 
their potential could be so high that the free world cannot afford to let 
them go uninvestigated. 


IX. PIONEER, SPUTNIK, AND THE PUBLIC INTEREST 


The day before Columbus Day, 1958, the United States successfully 
launched the first “true space vehicle” in history. The 80,000 miles 
traversed into space dwarfed the relatively small heights attained by 
srevious American satellites and the Soviet sputniks. Since both the 
fox lorers, the Vanguard, and the sputniks were destined for a wholly 
different purpose—to fly in an earthly orbit, the comparison solely 
in terms of distance is unfair. The fact remains, however, that the 
Pioneer did achieve a penetration into space previously thought im- 
possible. It did not achieve its objective which was to project itself 
into orbit around the moon. But even those responsible for its de- 
velopment had long ago conceded that a moon-orbiting rocket could 
be possible only after various unsuccessful and semisuccessful attempts, 
so formidable are the complications in calculating it. To take a rough 
parallel from the Gobanbien Age, it does not detract from the ex- 
plorer’s discovery of America to say that he missed by far his an- 
nounced objective of reaching China. 

It isa symbol of the world’s increasing appreciation of the difficulties 
involved in space travel that the voyage of Pioneer was almost uni- 
versally recognized as a great feat of applied science. Professor 
Lovell at the Jodrell Bank Observatory called it “a tremendous 
achievement.” Pioneer was heavily praised in the Japanese press; 
it was front-paged in Warsaw’s Communist Party newspaper and the 
object of constant unofficial comment in Moscow. The sum of the 
comment proves that the world’s public has grown in sophistication 
since the first launching of sputnik. It is now accepted that the road 
to man’s mastery of space travel is a long one. Each major achieve- 
ment is properly regarded not as an isolated triumph, but as a step— 
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wholly or partially successful—in what must be a long progression 
of trial, error, and success, 

On the reverse side of the coin, the mild public reaction to the failure 
of the first American lunar probe attempt at Cape Canaveral testified 
to this same dawning public sophistication. It was in contrast to the 
strong disappointment at the initial failure of the Vanguard rocket 
to go into orbit in 1957. In the United States, this greater degree of 
enlightenment can be attributed partly to the surer Government public 
relations policy involved in the launching of these major efforts in 
rocketry, partly to the increased responsibility shown by the American 
press, in explaining the magnitude of the task before us. 

For all the worldwide acclaim for the Pioneer lunar rocket, public 
opinion outside the United States needed this spectacular affirmation 
of American success in the art to grant it its due. Before this time 
a rather cynical feeling about the American tests prevailed among 
the public both in Western Europe and the neutralist countries of Asia, 
after the wide publicity attending previous American failures. The 
Soviet Union suffered far less, if at all, in this respect, because of the 
secrecy surrounding Soviet satellite and rocket programs. An un- 
official but generally authoritative American technical magazine re- 
cently stated flatly that the Soviet Union had mounted five unsuccess- 
ful attempts at a lunar probe. Yet no word on any of these failures 
leaked out to the world—in contrast to the heavy publicity and 
propaganda extracted from the Soviet sputnik efforts. 

The spectacular journey of Pioneer, just over a year after the first 
sputnik, has forced a reevaluation of this foreign cynicism. The 
understanding of foreign scientists for the problems of the American 
space effort is now shared to a far greater extent by foreign publics. 
Nothing succeeds like success (even when the success is not as complete 
as hoped for). The moment after success, therefore, is a good time 
to launch a movement for American-sponsored international coopera- 
tion in the space field. Human nature being what it is, we now can 
expect far more popular, as well as scientific, confidence in the scien- 
tific leadership of the United States. 

The best way to solidify this confidence is by a program of general 
and genuine free world cooperation. Future misfirings there will be. 
And free world reaction to them will be far different, morally and 
et speaking, if other nations have a direct stake in at 
fees some of the projects. A program which allowed foreign partici- 
pation in the design and building of future satellites could benefit this 
country in two ways: (1) by providing new ideas for improved tech- 
niques; and (2) by cementing popular alliances which lie at the heart 
of a stable world order. Coming on the heels of this new American 
scientific advance, also, any American proposals in the field have the 
advantage of leading not from weakness but from strength. 

In accenting this note of postive achievement, we do not mean to 
encourage false optimism about the progress of the American space 
and satellite program. This program has yet to be shifted into high 
gear. The surest index of its difficulties, however—the tremendous 
problems involved in the Pioneer effort—at the same time emphasizes 
the excitement of the scientific challenge facing us. In meeting this 
challenge, the United States will need both the help and the under- 
standing of the free world community. 
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X. THE LAW OF SPACE 


The need for international cooperation in outer space is beginning 
to extend strongly into fields other than science, namely economics, 
politics and law. 

It is true that the United States, if it is going to obtain the greatest 
benefit from its space program, may wish to contribute funds to 
stimulate and support foreign scientists and their programs. But it 
is also possible that some of the more significant space projects of the 
future will be so extensive as to make their undertaking by a single 
nation impracticable. It may also become necessary to spread the 
costs of certain phases of space exploration over a wide portion of the 
Western World. American economic cooperation abroad in the early 
stages of space exploration might thus set a highly useful pattern to 
be followed later when (1) other governments become willing to 
embark on space ventures and (2) the cost or extent of such ventures 
begins to assume excessive proportions. 

The political implications of space, on an international scale, have 
become so apparent in recent months that they hardly require repeti- 
tion here. Nevertheless, it should be noted that most nations of the 
world, including the United States and the Soviet Union, are on record 
as approving the principle that outer space generally should be kept 
free and dedicated to peaceful purposes. The United States position 
in this matter is particularly strong as underscored by both congres- 
sional and executive action. 

Obviously, there exists a wide gulf between enunciating this prin- 
ciple and ddine something about it. Any action must begin by re- 
considering many of the same difficulties which have so far made a 
shambles of world efforts toward disarmament. Unfortunately, the 
space-for-peace movement may become a pawn on the geopolitical 
board of the United Nations. The Soviet Union is seeking to place 
the matter before the General Assembly, but only in conjunction 
with the withdrawal of American forces from overseas bases. The 
United States, on the other hand, is seeking consideration for its own 
proposal to establish a special committee to investigate the problem 
on its own merits, 

Where the political aspects of space exploration will lead is hard to 
foresee at the moment. But politics make up a crucial part of the 
overall space picture. Any agreements in less broad areas of inter- 
national cooperation may well contribute-to their eventual solution. 

With this fact in mind, it is encouraging to mark a growing interest 
in space law, together with overtures toward the beginning of an 
international code of behavior for space and its use. 

In three highly important conferences, during August and Septem- 
ber, the problems of early space law were given top priority. Repre- 
sentatives of this Committee attended all these meetings. At the 
congress of the International Astronautical Federation at The Hague, 
the biennial conference of the International Law Association at New 
York City, and the annual meeting of the American Bar Association in 
Los Angeles, particular attention was devoted to the need and possi- 
bility of early regulations designed to foster order in space exploration. 

At the I. A. F. colloquium on the Law of Outer Space, more than a 
score of papers were o{‘ered by lawyers and scientists from nearly as 
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many countries. In addition to the difficult and delicate question of 
national sovereignty “upwards,” such problems as the following were 
discussed : 

Continuing agreements for exchange of technical information as to 
performance of space craft and accumulation of data; 

Return-to-earth covenants in regard to the surrender of craft 
downed on foreign soil and liability for trespass and damage; 

Navigational cooperation to facilitate fixes, tracking, telemetering, 
rescue, and the like; 

Agreements regarding safe passage for scientific craft ; 

Pooling of international knowledge, equipment, personnel, and 
funds on particularly important space efforts; 

Workable schedules for space craft broadcasting in regard to the 
use of frequencies, signal codes, triggering of transmissions, etc. ; 

Filing of flight plans for satellites and missiles other than military, 
sounding instruments, and those scheduled to be lost in space; 

Eventual ownership or use of extraterrestrial bodies or other sub- 
stances and forces discovered in space. 

At the conclusion of its meeting, the I. A. F. adopted a resolution 
calling for a new international convention to govern the legal problems 
inherent in space exploration and activities. This recommendation 
has been transmitted to the Secretary General of the United Nations 
for consideration by that body. 

The long-established International Law Association attracted top- 
flight international lawyers from all parts of the world to its meeting 
in New York. Considerable attention was devoted to problems of air 
sovereignty and the use of outer space. Without advocating any one 
particular method of reaching its objective, the I. L. A. nonetheless 
approved a resolution concurring in the principle of the free use of 
outer space by all nations. 

Meanwhile, the American Bar Association in Los Angeles heard its 
first annual report from the newly established A. B. A. Committee on 
the Law of Outer Space. The report dealt with both the act of Con- 
gress setting up the new National Aeronautics and Space Administra- 
tion and specific anticipated problems in the realm of space control 
and regulation. Several members of the A. B. A. Committee presented 
pa ers on the law of outer space. The A. B, A. as a body took no 

efinitive action on the report of its committee, but it approved the 
committee’s work and continued it indefinitely. 


XI. RECOMMENDATIONS FOR AN INTERNATIONAL 
BODY 


The Select Committee, in its report of May 21, 1958, called for a 
four-point program to secure the benefits of international cooperation 
in the peaceful development of space research and exploration. 

This included information collection and dissemination in several 
languages; graduate-level science scholarships, available interna- 
tionally and on an exchange basis; international competition to design 
paewees for incorporation into United States sate lites; and a call 


or an international conference on the peaceful applications of rocket 
power. 
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Now, with the passage of time, it is possible to amplify and refine 
those suggestions for implementation by the National Aeronautics and 
Space Administration and other government agencies. 

It is therefore the recommendation of the staff that: 

1, The new space agency consider establishing some form of perma- 
nent liaison facilities devoted to the encouragement of cooperative 
arrangements with other countries. Precedents for such action al- 
ready exist, for example, in the overseas offices of the International 
Cooperation Administration and the Armed Services. 

2. The agency strive to catalog on a comprehensive scale the work 
projects and talents of both teams and individuals, at home and 
abroad, where a desire to cooperate in the peaceful development of 
space technology has been demonstrated. 

3. The agency consider the establishment in this country of facilities 
for the evaluation of foreign proposals to assure the fullest benefits 
from the free world effort in all the space sciences. 

4. The agency use the authority granted it by law to contract with 
public and private groups, overseas as well as in the United States, 
to carry on studies and actual construction of components or to per- 
form other operational tasks. 

5. Specific plans be developed for the exchange of scientific person- 
nel among those countries willing to cooperate in a common effort. 

6. There be an expansion of training facilities in the space sciences 
required to meet growing needs for scientists and technicians as the 
American program for the peaceful use of space develops. Such 
plans should include opportunities for foreign students to compete 
for fellowships. As talented students of all countries decide on careers 
in the space sciences, the United States and not the Soviet Union 
should be the place to which they will turn for training. Congress 
may wish at its next session to implement such a plan. 

7. Congress and the President give continued encouragement and 
financial help to the work of the International Geophysical Year. 
The IGY has been too beneficial to the scientists of the world and the 
cause of good political relations to be allowed to expire with the end 
of 1958. Some progress has already been made by the scientific com- 
munity in carrying this work into the future, but government aid 
might prove invaluable. 

All these are immediate and attainable goals, within the power of 
the United States to achieve. They are each a necessary step toward 
working out a truly international approach to the space effort. But 
by themselves they are merely stopgaps. If acted on individually, 
they will fall far short of their sum effect. 

These steps will only realize their maximum effectiveness if they 
are taken in the context of a new international astronautical organ- 
ization, initiated and supported by the United States, with the co- 
operation and contributions—both in personnel and material re- 
sources—of nations like Britain, France, Germany, and Japan whose 
scientists have already demonstrated their ability in this field. United 
States participation in the organization may have to be approved by 
Congress. Its preliminary meetings might be held in Washington. 
It goes without saying that such an organization, of course, would hel 
promote the aims of the United Nations in full accord with the princi- 
ples of the U. N. Charier. 
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The governmental interest in this body should be made explicit, 
although it should be clearly stated that the resources of the organ- 
ization are readily available to help any scientists of competence, re- 
gardless of nationality, as well as to foster the development of promis- 
ing scientific talent in this field, regardless of national origins. Its 
governing council should be composed of representatives of partici- 
pant governments, as weil as representatives of various scientific 
organizations. 

Such an international organization would doubtless go further in its 
scope and ambitions than the coordinated space research activities of 
the International Council of Scientific Unions. It would incorporate 
the aims of the Council, however, and would greatly profit by the 
Council’s ground-breaking experience. The first objective of such an 
organization, obviously, would be to integrate the work in interna- 
tional space cooperation already accomplished by the Council, the 
I. A. F., and other organizations. 

Would the Soviet Union join such an organization or allow its 
scientists to cooperate with it? The answer to this question is not 
immediately foreseeable. The Soviet Government has shared its IGY 
findings only sporadically. Its cooperation has fallen far short of an 
open development of the space sciences. There has been very incom- 
plete advance announcement of plans and no disclosure at all about 
propulsion methods, the very heart of any successful space exploration. 

This much can be premised about possible Soviet willingness to 
join in the genuine, broad space effort herein recommended. The 
Soviet Union, in both the political and scientific fields, has demon- 
strated its interest in joining organizations which it conceivably might 
oppose, particularly when such organizations have grown too power- 
ful, authoritative, and comprehensive to be ignored. The classic ex- 
ample of this, in science, is the International Geophysical Year, joined 
only after many other nations had the cooperative ball rolling. In 
the political area, of course, the Soviet Union entered the United 
Nations, and before that the League of Nations—although the aims 
of both these organizations were and are in clear contrast to Com- 
munist international goals. 

Whether the Soviet Union would be willing from the outset to 
become a full-fledged partner, opening its own research centers to 
world scientists, is very uncertain. But this is no reason for the rest 
of the world to hesitate now in moving toward the goal of working 
international cooperation in astronautics. The free world must give 
a genuine invitation to the Soviet Union to join such an international 
body at the outset. If the offer is not accepted the free world must 
still move ahead to create the partnership. 

There is little doubt that sooner or later a functioning international 
organization for space development, to which all the world’s scientists 
had the same access as working participants, would force itself on 
the Soviet Government’s attention. As events of the last decade 
have shown, the Soviet Government is very conscious of world opinion 
and is anxious to hold a prominent place in world society so far 
as is consonant with maintaining its own political system and ulti- 
mate aims. 

A move now by the free nations to create this international space 
organization might prove to be the best approach in saving the world 
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from a military race to dominate space. Free world initiative in this 
matter, also, would insure that the organization be founded on gen- 
uinely democratic principles, with a minimum of the built-in restric- 
tions on parliamentary a which Soviet delegates to inter- 
national bodies tend to exploit. If the Soviet Union at some point in 
time becomes a member of this organization, it would be less likely to 
carry on military developments inimical to the peace of the world. 
Whatever the choice we make, and whatever course the Soviet 
Union may follow, few will gainsay the rising importance of the space 
effort to the lives of everyone on this planet, an importance which will 
increase with every year, and swell with each discovery. The need 
for workable international cooperation—at the level of governments 
as well as individuals—is becoming equally apparent. The United 
States should lead in combining these two elements into a working 
and comprehensive international space organization, organized in an 
atmosphere of freedom. The opportunity for we: this is at our 
fingertips. But we must grasp it now, for it will quickly pass. 


O 
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LETTER OF SUBMITTAL 


JANvARY 2, 1959. 
Hon. Joun W. McCormack, 
Majority Leader, Chairman, Select Committee on Astronau- 
tics and Space Exploration. 

Dear Mr. Cuatrman: We are forwarding herewith for your con- 
sideration and submittal to the Congress the final report of the Select 
Committee on Astronautics and Space Exploration. 

This report consists of several parts. The main body which follows 
contains a summary of the principal accomplishments of the com- 
mittee, followed by the unanimous recommendations of the committee 
with respect to the national space program. An appendix covers 
major events of the year related to outer space. There are also 
transmitted as part of this final committee report staff-prepared 
studies bound under separate cover on the following subjects: 

International Cooperation in the Exploration of Space. 
Survey of Space Law. 

The International Geophysical Year and Space Research. 
Summary of Hearings: Astronautics and Space Exploration. 
Space Handbook: Astronautics and Its Applications. 

The Next 10 Years in Space: 1959-69. 

Credits for the preparation of the separately bound parts of this 
report are given in their individual letters of submittal. In the 
drafting of this report for the consideration of the committee, we 
have been assisted by Spencer M. Beresford, special counsel; Philip 
B. Yeager, special consultant; and William A. Coblenz, of the Legis- 
lative Reference Service. 

Grorar J. Ferpman, 
Director and Chief Counsel. 
Osartes §. Suetpon II, 
Assistant Director. 
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THE UNITED STATES AND OUTER SPACE 


JANUARY 3, 1959.—Committed to the Committee of the Whole House on the State 
ef the Union and ordered to be printed 


Mr. MoCorsrack, Chairman of the Select Committee on Astronautics 
and Space Exploration, submitted the following 


REPORT 
[Pursuant to H. Res. 496 (85th Cong.) ] 


TI. Creation AND ASSIGNMENT OF THE COMMITTEB 


The House of Representatives on March 5, 1958, under House 
Resolution 496, created a Select Committee on Astronautics and 
Space Exploration, with the majority leader as chairman and the 
minority leader as vice chairman. 

Under this directive, the select committee was charged with re- 
sponsibility for study of the needs of the national space program 
and the preparation of such recommendations and legislation as might 
be required to meet these needs, The select committee was given until 
June 1, 1958, or the earliest practicable date thereafter, to report a 
bill concerned with the administration of our space program. It 
was required by January 3, 1959, to file a final report of its activities 
and recommendations before going out of existence. 

The bill which created the National Aeronautics and Space Ad- 
ministration (NASA) was reported on May 24, 1958; passed by the 
House on June 2, 1958, and signed into law on July 29, 1958, as 
Public Law 85-568. 

This document is the final report of the select committee. 


II. Worx AccomPLisHep 

Hearings 

The select committee held public hearings from April 15 through 
May 12. During this time, 48 witnesses were heard. These were 
selected from among the greatest scientists, rocket engineers, military 
leaders, and administrators in the country to explore the nature of 
the problems faced and to gather recommendations for the draftin 
of a law governing our development of space capabilities. The miewed 
of these hearings was published in a 1,500-page volume which has be- 
come a key reference for serious students of space problems. 
_ Public hearings were also held on August 1 to consider the author- 
izations required for the construction and equipment budget of the 
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new National Aeronautics and Space Administration. They included 
testimony by representatives of the former National Advisory Com- 
mittee for Aeronautics. This record was also published. 


Executive sessions 


The select committee held hearings in executive session, as required 
by the classified nature of the evidence, on March 20, April 11, April 18, 
and in the period from May 13 to May 19. They covered vital data 
on our current military, scientific, and strategic position plus the out- 
look for the future. Although it has not Teen possible to publish 
the testimony taken, the general sense of urgency, coupled with the 
confident assessment that this country is equal to the challenges posed, 
have been reflected in the several reports issued by the select committee. 

Other executive-session hearings were held from August 5 to 13 for 
the purpose of planning the remaining work of the select committee 
in the light of the latest developments in this rapidly changing area. 

Finally, executive-session hearings were held again December 29 
and 30 to corroborate tentative findings and clear up remaining major 
questions prior to the completion of this report. 

In addition to the days of executive-session hearings identified above, 
the select committee met in executive session to conduct committee 
business on March 20, 26, April 18, May 19, 22, June 18, July 9, 
August 5, 7, 8, and 14 and January 2, 1959. Subcommittee executive 
sessions were held on May 14, 15, and 16, June 24, July 9, August 13, 
and December 29, 30. The principal effort was the drafting of the 
legislation introduced as described below. Other sessions were de- 
voted to matters of internal organization, and to discussing related 
problems of concern to the select committee. 


Travel 


In the discharge of its responsibilities, members of the select com- 
mittee or the staff have visited the following installations and 
meetings: 

Air Force Association, Dallas, Tex. 

Air Force Ballistic Missile Division, Los Angeles, Calif. 

Air Force Missile Test Center, Cape Canaveral, Fla. 

Air Research and Development Command Headquarters, Andrews 

Field, Md. 

American Astronautical Society, Palo Alto, Calif. 
American Bar Association, Space Law Symposium, Los Angeles, 

Calif. 

Ames Laboratory, Moffett Field, Calif. 

Annual Conference of Army Judge Advocates, Charlottesville, Va. 

Annual Meeting, American Rocket Society, New York, N. Y. 

Army Ballistic Missile Agency, Huntsville, Ala. 

Association of the United States Army, Washington, D. C. 

British Aircraft Industries Exposition, Farnborough, England. 

British Interplanetary Society, London, England. 

Calder Hall Nuclear Power Station, England. 

Cambridge University, Cambridge, England. 

Colloquium on Space Law, The Hague, Netherlands. 

Douglas Aircraft, Santa Monica, Calif. 

a of International Air Law, McGill University, Montreal, 
anada, 
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International Astronautical Federation, Ninth Congress, Amsterdam, 
Netherlands, 

International Conference on the Peaceful Use of Atomic Energy, 
Geneva, Switzerland. 

International Law Association, New York, N. Y. 

Jodrell Bank Radio Telescope, Macclefield, England. 

Ministry of Supply, London, England. 

National Aeronautics and Space Administration Headquarters, 
Washington, D. C. 

Naval Air Center and Missile Base, Point Mugu, Calif. 

North American Air Defense Headquarters, Colorado Springs, Colo. 

North American Aviation Corp., Inglewood, Calif. 

Rocketdyne, Canoga Park, and Santa Susana Mountains, Calif. 

Royal Aircraft Establishment, Farnborough, England. 

Second International Symposium on the Physics and Medicine of 
Space, San Antonio, Tex. 

University of Virginia Law School, Charlottesville, Va. 

Vandenberg Air Force Base, Calif. 

Questionnaires 


Information has been solicited in writing on two principal occasions 
from large numbers of carefully selected sources in order to obtain an 
informed opinion on problems related to the work of the committee. 
During the course of work on the bill creating the National Aero- 
nautics and Space Administration, a series of questions tailored to 
particular classes of addressees went to major industries, major depart- 
ments of Government, and major research institutes. The replies 
were varied in length and in security classification. They were studied 
with care and their ideas were incorporated in the reports and deliber- 
ations of the committee. The second major survey is the one referred 
to below, the replies to which are published by the committee as a 
10-year preview of space development. 

As required, individual questions, both written and oral, have been 
put to scores of informed individuals who had some significant expe- 
rience or background relating to the functions of the committee. 


Studies 


In addition to the normal work of staff support in the conduct of 
hearings and preparation of committee reports, the select committee 
directed the staff to prepare a series of studies on specific topics of 
concern. Those which have been printed for public distribution 
include the following: 

October 19, 1958: International cooperation in the exploration of 
space. Based on observations and studies at a series of meetings at 
home and abroad relating to the peaceful use of outer space and the 
opportunities for international cooperation, this study, approved for 
release by the committee, but not necessarily embodying the views of 
committee members, called for a series of steps to make such inter- 
national cooperation effective. 

December 22: Survey of space law. A review of all pertinent 
articles, books, and other sources (totaling approximately 500) in all 
principal languages, and the synthesis of many oral discussions with 
leading legal specialists at home and abroad, led to the preparation of 
this analytical review of the principal problems and concepts pertinent 
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to present and near-future law of outer space. This report, approved 
for release by the committee, is nee and analytical; it does not 
propose a detailed program of implementation. 

December 29: The International Geophysical Year and space re- 
search. The National Academy of Sciences, as sponsor of the United 
States Committee for the International Geophysical Year, was in- 
vited to prepare a factual report of the principal results obtained by 
the International Geophysical Year with particular reference to the 
space sciences. Our own committee staff prepared the summary and 
conclusions sections of this report. It was believed that this report 
could shed much light on continuing needs for international coopera- 
tion in these activities after the end of the present agreement. 

December 31: Summary of hearings: Astronautics and space ex- 
ploration. Because of the continuing heavy demand for copies of 
the 1,500-page printed transcript of hearings and its lack of an 
index, the staff prepared brief summaries of the testimony received, 
keyed to the pages in the volume of hearings at which it appeared. 
This report added no new assessments but enhances the value of the 
main volume. 

January 2,1959: Space handbook: Astronautics and its applications. 
The RAND Corporation was requested to prepare the most authorita- 
tive objective review possible of the state of the art in astronautics and 
space exploration. This was intended to be a real landmark for its 
comprehensive review of the subject matter. The resulting study 
should serve for some years as a checkpoint. It should prove invalu- 
able to all lay students of astronautics who may wish to distinguish the 
probable from the improbable, the possible from the impossible in 
space technology. The handbook has been carefully reviewed to in- 
sure no violation of security. It discusses for the first time in a com- 
prehensive way many matters which previously have been difficult to 
put into a public document. 

January 2: The next 10 years in space. In an accelerating field 
where fantasy and fact are hard to separate, it was felt that a 
valuable service could be performed by a survey of the expectations 
of responsible scientists and industrial leaders on the “possible” and 
“probable” timetables of events for the next 10 years—a relatively 
short span in the life of a nation. The resulting publication of the 
complete texts of these assessments, together with the summary tables 
and comments based upon them, presents a fascinating view of the 
future. This study is a good complement to the conservative, non- 
speculative, sober assessments of The RAND Corporation scientists. 


Reports 


In addition to the staff studies identified above, the select commit- 
tee has issued the following formal reports: 

The National Space Program, House Report No. 1758, dated May 
21. This was initially a staff report drafted to summarize the ten- 
tative conclusions of the hearings and the guidelines which might 
be used in the drafting of the bill. (See below.) On review by the 
select committee, the views contained were approved, and the report 
was issued as a committee report. 

Establishment of the National Space Program, House Report No. 
1770, dated May 24. This was the report accompanying the “clean” 
bill reported by the select committee, outlining the intent of the bill 
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and explaining its principal parts, together with a summary of 
changes in other laws. 

A Conference Report on H, R. 12575, as amended, House Report 
No. 2166, dated July 15, was issued after the bill was agreed to by 
Yiouse and Senate conferees. This report was prepared to accom- 
pany the bill on the House floor. 

Construction and equipment authorizations for NASA, House Re- 
port No. 2351, was prepared and released August 1, 1958, te explain 
select committee recommendations in this regard. 

Finally, this report, Zhe United States and Outer Space, issued 
on January 3, 1959, is filed by the select committee. 


Legislation 


The President sent to the Congress on April 2 his message relative 
to outer space and on the same date a proposed draft for legislation 
to implement it. This bill was introduced on the House side by 
Majority Leader John W. McCormack as H. R. 11881 and similarly 
by Mr. Arends (H. R. 11882), Mr. Haskell (H. R. 11887), Mr. Keating 
(H. R. 11888), Mr. Natcher (H. R. 11946), Mr. Frelinghuysen (H. R. 
11961), Mr. Fulton (H. R. 11964), and Mr. McDonough (H. R. 
11996). These bills were all referred to the select committee. 

The same bill was introduced on the Senate side as S, 3609, by Mr. 
Johnson of Texas for himself and Mr. Bridges. 

Mr. Price introduced H. R. 12358 on May 6, and it was also referred 
to the select committee. It was considered in connection with the 
President’s proposal as introduced by various Members (above). 

The House committee reported a clean bill as H. R. 12575 on May 24. 
This bill was passed on June 2, 1958, unanimously. The Senate Spe- 
cial Committee on Space and Astronautics reported S. 3609, as 
amended, on June 11. This bill was passed (redesignated as H. R. 
12575) on June 16, 1958, unanimously. House and Senate conferees 
reported an amended version of H. R. 12575 on July 15. This was 
passed unanimously by both Houses on July 16, 1958. The President 
signed the bill into law as Public Law 85-568 on July 29, 1958. The 
short title of the act is the National Aeronautics and Space Act of 1958. 
Under its terms the National Aeronautics and Space Administration 
was created. Following a proclamation by the President on Sep- 
tember 25, NASA became operative on October 1, 1958, at which 
time the National Advisory Committee for Aeronautics was abolished 
and its assets and personnel were transferred to the new agency. 
On August 8, the President nominated Dr. T. Keith Glennan as first 
Administrator of NASA. The nomination was confirmed August 15, 

Majority Leader John W. McCormack introduced House Concur- 
rent Resolution 326, calling for the dedication of outer space to peace- 
ful uses, on May 13, 1958. Similar resolutions were filed by Repre- 
sentatives Keating (H. Con. Res. 265), Hillings (H. Con. Res. 268), 
Fulton (H. Con. Res, 329) and Natcher (H. Con. Res. 330.) 

After hearings before the Committee on Foreign Affairs, a new reso- 
lution, House Concurrent Resolution 332, was reported on May 23, 
This resolution was passed by the House on June 2, and by the Senate 
on July 23. The United States Government took a similar position 
before the United Nations in offering its study plan of November 13, 
1958, on behalf of which the Senate majority leader appeared before 
the United Nations Political Committee, November 17, 1958, and made 
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ao reference to the congressional resolution of the House majority 
eader. 

After hearings on the authorizations for the National Aeronautics 
and Space Administration, the select committee reported H. R. 13619, 
calling for $47,800,000 for construction and equipment. This was 
passed by the House on August 4, 1958. The Senate had considered 
a corresponding bill (S. 4208) on August 1. The bill was passed 
August 4 and signed into law by the President as Public Law 85-657 
on August 14, 1958. 

Recognition of the continuing importance of the work undertaken 
by the House Select Committee on Astronautics and Space Explora- 
tion and the Senate Special Committee on Space and Astronautics is 
apparent in the action of the two Houses during the course of the year. 
The Senate has created and appointed a standing Committee on Aero- 
nautical and Space Sciences. The House of Representatives has cre- 
ated a standing Committee on Science and Astronautics, pursuant 
to House Resolution 580 introduced by Mr. Albert on May 27, 1958, 
and considered and agreed to by the House on July 21, 1958. 
The new House committee has been assigned the following jurisdiction : 

(a) Astronautical research and development, including re- 
sources, personnel, equipment, and facilities. 
(6) Bureau of Standards, standardization of weights and meas- 
ures, and the metric system. 
(c) National Aeronautics and Space Administration. 
(d) National Aeronautics and Space Council. 
(e) National Science Foundation. 
(f) Outer space, including exploration and control thereof. 
(g) Science scholarships. 
(A) Scientific research and development. 
This is a clear recognition of the unity of science, and its all-pervading 
effect on modern life. Coordination of science programs, particu- 
larly basic research and development, as well as broad consideration 
of the national space program, is a recognized need the House will 
be better prepared to meet with its new committee. 


IIT. A Space Procram ror AMERICA 


National space policy in the United States, to be effective, will in- 
evitably require the greatest partnership in the history of civilization 
and government. Industry, business, government, invention, and law, 
charged with spiritual motivations and enriched by the Nation’s edu- 
cational resources, must join in this project because mankind has never 
before been confronted with possibilities so hopeful and so awe 
inspiring. 

All civilization is encompassed by the unpredictable and the pre- 
dictable mysteries that rest in outer space. 

It cannot be overemphasized that the survival of the free world— 
indeed, all the world—is caught up in the stakes. Outer space is fast 
becoming the heart and soul of advanced military science. It con- 
stitutes at once the threat and the defense of man’s existence on earth. 
Only a bold and dynamic program employing the total talents and 
the greatest strength of the United States and its friends is com- 
petent to meet a challenge so overwhelming. 
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The efforts of this committee have reflected an amity and a unanimity 
of purpose which extend to the Administration as well as to party 
points of view. In fact, all the work of the committee, in both the 
tone and substance of its reports, has been done with an eye single to 
the national interest and to international aims of peace and order. 

ee cd * * * * * 


The circumstances under which this committee was created relate 
to events which have recently changed the course of world history and 
the development of civilization for all time to come. 

The creative forces of modern science and technology, through which 
man is beginning to realize some of his finest pre of reason and 
constructive ability, are now moving like the breakup of an Arctic 
river in thespring. 

What might be called the “intellectual freezeup” of our objective 
understanding of the universe, together with our relative inability to 
use its forces, has been showing tentative cracks and shifts for some 
time. Now the changes have accelerated, so that today we seem about 
to witness a major loosening of the ice jam of our intellectual past. 
We may, in fact, be ready to move swiftly into a scientific world as 
different from our early technical endeavors as a warm summer is from 
the frigid season which precedes it. 

This is not a change which can be forestalled, for the growth of 
these forces is more powerful than any political government on earth. 

The loud report of the first nuclear explosion at Alamogordo, 
N. Mex., in 1945 merely signaled an attainment which had become 
inevitable with the calculations of Leibnitz, Planck, and Einstein. 

The appearance of manmade satellites in the skies, traveling mil- 
lions of miles at speeds which would bring incandescence in the atmos- 
ose has been an even more vivid sign that a new age is dawning. 

f we are unprepared, we may be swept away. At best, our situation 
is dangerous. It finds us vulnerable not only to the threat of nuclear. 
chemical, and biological war, with space employed as a medium of 
attack, but to the more subtle and equally threatening danger which 
lies in moral, psychological, and political fields. 

It is possible, with foresight and skill, to master these tremendous 
changes. But nothing short of a national effort by all those armed 
with power, ability, and devotion can guarantee safe navigation of 
the swift currents of change which are now coming into view. Suc- 
cess is almost certain to mean unparalleled progress for tomorrow. 
Failure, as the history of the complacent, wealthy, and unresponsive 
nations of the past attests, very probably points to a new Dark Age. 

Philosophic observations such as these are doubtless unusual in a 
formal report to the Congress. Nevertheless, the members of this 
committee have been so impressed by the nature of their work that 
they feel it necessary to abandon the prosaic approach in order to 
convey some sense of the enormity of the problems to be faced. 

As this report and its supporting staff studies will show, every 
phase of modern life is somehow bound up with the new space tech- 
nology. This fact poses two questions: 

(1) Will the United States move steadily to marshal the resources 
of the free world and insure that no threat of force from space will be 
able to control or destroy us? 
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(2) Will the United States provide the leadership to unite the world 
in dedicating its space capabilities to peaceful purposes? 

Both the threat and the high potential of the peaceful use of space 
have emerged in unmistakable outline from the studies of the select 
committee during the past year. We can think of no other report to 
the Congress of equal gravity in its implications for our future. 


SPACE DEVELOPMENTS IN 1958 


T he situation at the end of 1957 


At the end of 1957 the general public, both in the United States and 
in most foreign countries, was aware that we had entered into the 
space age. It was still too early to assess what this would mean for 
the average citizen. The placing of artificial satellites into orbit 
brought mixed feelings—those of elation that long-predicted princi- 
ples of space flight would actually work and those of fear that the free 
world had become vulnerable to a new form of attack and even destruc- 
tion from outer space. 

It was in many ways a very discouraging time for the United States, 
and particularly for those charged with responsibility for carrying 
out our scientific space program for the IGY. Sputnik I, saline 
184 pounds, had been followed by a half-ton biological experimental 
unit, Sputnik II, whose whole attached final rocket stage probably 
weighed several tons. Our own program to put up a 20-pound Van- 
guard satellite was in trouble because entirely new and marginally 
capable equipment was assigned. The Explorer standby project to 
put up similar weights was not yet ready to be launched. Meanwhile, 
the Soviet Union made the most of its rocket and space diplomacy in 
such areas as the Middle East, its prestige high and that of the 
free world at a low ebb. 

It was in this uneasy atmosphere that the Congress of the United 
States conducted hearings on missiles and space in both Houses, and 
then created committees for the emergency purpose of planning a 
national policy and program to develop the use of space. Technical 
groups in and out of Government offered a number of comprehensive 
programs for the scientific use of space. The President called on his 
scientific advisers and the executive departments to draw up proposals 
for the organization of our national space effort. 

This select committee has worked for more than three-quarters of a 
year considering all aspects of national space needs and the ways in 
which they can be met. It has learned much, and it has seen much take 
place since its creation. The question which remains, however, is 
whether the programs now under way are bold enough in design, firm 
enough in execution, and supported by a sound enough public under- 
standing to insure the momentum required if we are to meet national 
needs and to overtake and surpass the Soviet Union, unequivocally our 
principal rival for technological leadership. 


The situation at the end of 1958 


At this time the world has identified a total of three Soviet satellites 
put into orbit. Sputnik II joined with its rocket carrier in orbit 
weighed between 4.4 and 6.6 tons. Sputnik IIT was a ton-and-a-half 
comprehensive automatic scientific laboratory, which was for many 
months accompanied by a booster in the estimated weight range of 
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several tons. The United States has also won important scientific 
laurels with 5 successful satellite launchings, 4 of which, however, 
had a payload weight of less than 30 pounds each. The fifth, an 
Atlas, weighs 4.3 tons and reportedly contains about 150 pounds of 
payload. The United States has also sent two probes ranging out 
into space close to 70,000 miles. 

It is hard to bring all the world to understand that pioneering work 
is difficult and requires many trials to attain success. The United 
States in full gaze of the world has also suffered frustrating failures 
in its launching attempts. The Soviet Union, a dictatorship, enforces 
a secrecy which hides the failures that almost certainly it must have 
experienced at some stage of its effort. It has not announced anything 
like the number of launchings which it led the world to expect for its 
part of the IGY program. 

The change of atmosphere in the past year has been striking in the 
United States. Military technicians who had to speak guardedly in 
the past about any interest in space lest they be labeled crackpot have 
had the organs of public relations passing out press releases daily, 
and they together with civilian scientists have become the heroes of the 
hour. 

Private groups such as the American Rocket Society and the Ameri- 
can Astronautical Society have seen their memberships climb to num- 
bers quite unrelated to their past esoteric status. Universities and 
associations have added courses, held symposiums, released reports 
concerned with all conceivable aspects of space—technical, legal, 
political, and economic. 

The more detailed development of programs for space research has 
proceeded apace. This committee has collected a comprehensive sam- 
pling of unclassified projects to publish as a separate part of this 
report. 

These several developments can only be regarded as encouraging. 
Capital is being invested in new enterprises or in expansion of old, 
with a view to building devices related to space. Employment in 
missile-production plants and in our great laboratories is rising. 

We must give full credit for the work which has been started. The 
Department of Defense now has within it the Advanced Research 
Projects Agency. The Congress, working with the President, has 
created a National Aeronautics and Space Administration to give the 
scientific and nonmilitary space programs the organization they need 
to be pursued in a coordinated way. 

This committee is pleased with what has been done so far. But it 
is also concerned whether this is enough. It has worked to see that 
the Congress fully appreciates the stakes that are involved. The com- 
mittee is also concerned whether the executive branch is driving home 
to the public the realities we face in a way which will create the broad- 
based support needed for carrying on a national effort of the magnitude 
we require. 

We would not preach alarm for the sake of sensationalism, nor 
counsel despair. But we would not gloss over the difficulties and the 
dangers which lie ahead of us. Presenting a fair balance requires the 
most careful attention to policies of public information by the com- 
mittee, the Congress, the executive branch, and others in a position to 
‘influence the public. True technical secrets which are of military 
value should not be given away, but the public must be told enough to 
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understand in general where our Nation stands in this important race. 
Neither successes nor failures should be overblown for the sake of 
immediate sensation, if our own public and the world at large is not to 
be left in a state of confusion =a doubt. What is needed is an appre- 
ciation of the immensity of the job and the time requirements. But 
also the public must understand that a sustained effort is required now, 
even when public alarm is not currently acute, if future successes are 
to be realized. It should also be made clear that many tests which are 
less than “successful” may be the very means for locating inadequa- 
cies of equipment which can be corrected before too great expense has 
been incurred in production-line models. 

Enough progress has been made in 1958 to give us confidence that 
the United States and the free world are capable of mounting a suc- 
cessful space program. What remains to be done is to maintain the 
necessary understanding and support for the implementation of a 
program of sufficient scope, intensity, and urgency to attain the goals 
which must be met. 


POLICY ASSESSMENTS AND RECOMMENDATIONS 


The Government of the United States, including the Congress, dur- 
ing the coming year must come to grips with many serious problems 
related to space. Some of the answers to policy questions will be diffi- 
cult to find. This report cannot anticipate the solutions to all 
the key ones. For example, this report does not propose a specific 
budget level, although it discusses factors which should shape budget 
decisions. Further, this report does not resolve the many remaining 
questions of organization in the Department of Defense, the National 
Aeronautics and Space Administration, the President’s Space Council, 
and the United Nations. These questions will require the best efforts 
and the patience of well-intentioned and capable men wherever they 
are found. 

There follow some overall conclusions of the committee, reached as 
a result of a year of study and of listening to the views of scientists, 
engineers, intelligence experts, military leaders, industrialists, and 
Government administrators. 


A. NEED FOR THE PROGRAM 


1. We are in an age of rapid technological change wherein the stra- 
tegic balance of power can shift to the nation first achieving opera- 
tional usability of new cy developments. Neglect of new de- 
velopment may create a time of weakness for a nation long enough for 
a strong rival to overwhelm and destroy it. 

2. The effects of technological advance can be of compelling force, 
even without resort to war. Military strength-in-being shapes the 
behavior of all nations through its very existence. In the political 
and psychological struggle, when more than one nation has great 
military power, scientific leadership of itself can win respect and 
support from other nations. This means that policies encouraging 
the growth of science and technology must be viewed in terms of their 
effect both on direct military power and on the struggle for world 
leadership in political, psychological, and cultural terms, 
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3. It would be highly impractical not to face the reality that space 
technology, like nuclear energy, can be used for war as well as for 
peace. ‘The United States is dedicated to insuring that outer space 
be devoted to peaceful purposes for the service of all mankind. The 
85th Congress voted such a resolution, and this has been the stand of 
our delegates before the United Nations. Scientific knowledge itself 
is neutral; the men who use it determine its results for good or evil, 
If others would use it for evil, they cannot be countered by a better- 
intentioned country which lacks such knowledge and power itself. 

The United States must continue to strive for conditions which will 
make it possible for all space research to benefit mankind. But this 
effort is meaningless unless such striving is accompanied by an Ameri- 
can and free-werld effort to develop space devices of the highest order 
of versatility. Failure to do so would deny the free world not only 
the peaceful benefits of space, but also the capability to detect. hostile 
moves against these nations (including the violations of agreements) 
and the further ability to counter such threats. 

An armaments race does not guarantee peace, but development of 
powerful new weapons capabilities by a single nation, quite possibly 
under successful security blackout, obviously poses a grave threat to 
the survival of free institutions and, indeed, to life itself for the 
people in the threatened countries. 

4. The military potentialities of space technology, which the United 
States would prefer to see channeled to peaceful purposes, are greater 
than general public discussion to date suggests. Military space capa- 
bilities are technically inseparable from peaceful capabilities which 
are well worth pursuing in their own right. Reconnaissance for 
merchant-ship lane patrol and for peaceful mapping of resources can 
also be used to locate military targets. Communications to improve 
global relations can also be used to control military forces. Rockets 
for cargo and passenger delivery can also carry thermonuclear 
weapons. Satellites designed to return men from an orbit to a pre- 
selected point can also deliver bombs. 

5. The decision to undertake a space program cannot be made in the 
context of domestic conditions alone. Whether the United States 
undertakes such a program or not, the Soviet Union has already 
launched a massive program with considerable momentum. The 
Soviet effort has a long record of study and popular and governmental 
interest behind it. The Soviet program has been vigorously pursued 
since the time of World War II, and has been assigned a high priority 
of scientific manpower, materiel, and coordinated organization. 
Soviet leaders implicitly believe that they will be the first to explore 
and to use outer space. They doubt that others will be in a position 
to follow. 

6. A key question is the relative position of the Soviet space accom- 
plishment as compared with that of the United States. There is no 
clear-cut answer to this question, but enough is known beyond all 
possible doubt to cause grave concern and to require positive action. 

(a) The launching of the Atlas into orbit represents an important 
American accomplishment, with its 4.3 tons of weight and 150 pounds 
of instruments. The best available estimates of weight suggest that 
possibly Sputnik I (1414 months earlier) and almost certainly Sput- 
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weights into orbit. But, more important, the useful payload of Sput- 
nik ITI reportedly is more than tenfold that of the Atlas. Overall, the 
Soviet propulsion capacity seems still to be greater than that of the 
United States. Propulsion is but one element in a complex program, 
but most other parts, such as guidance, instrumentation, and biological 
compartments, are limited in effect by what propulsion will put 
up. It is possible that in certain areas the United States is ahead of 
the Soviet Union, simply because programs of great complexity offer 
many alternatives. It is more likely, however, that, because of the high 
priority and the early start given astronautics in the Soviet Union, it 
is still ahead of the United States. 

(6) Several qualified witnesses before this committee have esti- 
mated the Soviet overall lead over the United States as 12 to 18 
months. This estimate may be overly generous to the United States, 
considering that the Soviet effort in ballistic missiles has been con- 
tinuous since 1946, while the American effort did not intensify until 
after the thermonuclear warhead became a strong possibility in 1955. 
If the gap is 12 to 18 months, the implication is that the United States 
will be capable of putting equally large useful payloads into orbit 
at as great average distances above the surface of the earth as the 
Soviet Union did y the first half of 1959, or not long thereafter. 

(c) Moreover, the critical measure is not the time gap between 
Soviet and American space capabilities but the time required to close 
it. Even if the Soviet rate of progress is no greater than that of the 
United States, the gap would never be closed, but would progressively 
widen (owing to the greater absolute magnitude of the present Soviet 
effort). This prospect cannot be accepted with complacency, consider- 
ing the implications it carries for the ultimate survival of the Nation. 
One dispassionate, long-term student of space technology, an impor- 
tant research institution, estimates that if the United States attempts 
a strong, thoroughgoing effort, it will take at least 5 years to close the 
gap. This prediction is of extreme significance to national planners. 


B. NATURE OF THE PROGRAM 


1. Inventions cannot be scheduled in advance. Solutions to known 
problems can be sought by organized attack upon them, but fre- 
quently key discoveries providing solutions or shortcuts or entirely 
new possibilities show up with little warning in quite unlikely cir- 
cumstances. Experience with attempts to put thermonuclear energy 
to peaceful use also shows that a solution may lie tantalizingly just 
outside our grasp, with no real measure of how soon success can be 
achieved. This means that (a) mere setting of a timetable and ap- 
propriating money will not automatically permit us to achieve certain 
important goals; (6) programs must be flexible enough to take ad- 
vantage of scientific breakthroughs when they occur, both as to direc- 
tion of development and rate of expenditure. 

2. Crash programs are the most expensive kind to undertake. 
Money cannot buy back all the time which has been lost by neglecting 
a foreseeable need. The appearance, refinement, and testing of tech- 
nical ideas inevitably requires a certain time lapse. Even where lead 
times can be compressed to a degree by use of overtime, and by starting 
production activities while design is still in a state of flux, there re- 
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sults a cost in diversion of resources from other worthwhile projects. 
It also creates the chance of irrevocable commitment to faulty designs, 
undue waste later in attaining operational reliability, and a wear 
and tear on key individuals which reduces their long-run total con- 
tribution to national progress. 

3. The early design-study phase of research is relatively cheap in 
money, but it may not be cheap in amount of time required. If certain 
deadlines are important to national security in years ahead, it is a 
blunder to save moderate amounts of money in the first years by neg- 
lecting the research phase, when no amount of money will buy back 
the time later. 

4. Z'o start-and-stop programs is the most expensive and dangerous 
way to undertake them. A proyram should maintain a certain mo- 
mentum. Institutions, whether governmental, industrial, university, 
or private research, must be able to hire staffs and acquire equipment 
in the reasonably firm knowledge that a program once started will 
be seen through except for compelling reasons; and they must not be 
in the position of hoarding scarce technical personnel on a mere outside 
chance that they will acquire programs. In a nation where individ- 
uals count, the men on scientific and engineering teams must be given 
some semblance of security in their jobs and personal relations, some 
stability for their family arrangements, if they are to devote their 
wholehearted interests to a research and development project. Fail- 
ure to take into account the demoralizing effects on institutions and 
individuals of vacillating policies can be disastrous to rapid progress. 
It takes time to rebuild competent staffs and achieve closely knit teams 
after their talents are dissipated. 

5. The pace of development has been so rapid, as new devices make 
earlier ones obsolete, that we are pressing hard against the limits of 
fundamental human knowledge. 'The development of a number of ap- 
poneniile practical devices is held up by the need to attain more basic 
<nowledge first, a process which is hard te hurry, hard to direct, that 
takes time, but that comparatively speaking does not take as much 
money as the final work of production. 

6. At the same time that the arrival of new developments is occur- 
ring more and more frequently, the complexity of many of these proj- 
ects is growing so that their planning requires programing of efforts 
over alonger span of years. Such long-range planning involves recon- 
ciling our traditional practice of appropriating money year by year 
with the funding (subject to safeguards) of certain important pro- 
grams over a number of years. In a sense, this is done when required 
in the fields of natural resources and public works. It should be pos- 
sible in space exploration. 

7. Long-range flexible planning should entail approval of programs 
which are not yet certain in every detail and a system of followup and 
reappraisal leading to program revision when necessary. In both 
respects, the process of decision apparently requires improvement. 
Testimony before congressional committees is eloquent on these points. 


C. POLICY IMPLICATIONS FOR THE SPACE PROGRAM 


1. Inexorable changes in society and political power will follow 
the development of space capabilities; failure to take account of them 
would virtually be to choose the path of nativnal extinction. Space 
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developments already have changed the course of world history 
as inevitably as the discovery of America changed the history of 
Europe. The space challenge must be met by the adaptability, the 
energy, and the vision of the American people. Informed citizens, 
progressive business managements, and the organs of Government, 
including the Congress, must understand these facts, create public 
awareness, and act decisively in their respective fields to put this 
scientific knowledge and space capability to practical use. This must 
be done with sound and understanding cooperation—particularly, in 
the field of Government, between the legislative and executive 
branches. 

2. What program the United States could achieve and what it will 
in fact achieve may be two very different things. This committee is 
releasing under separate cover a comprehensive and significant re- 
view of what the United States could accomplish in the next 10 years, 
foretelling the effects of scientific forces now in being. It deserves to 
be read with care. We must warn that a policy of drift or neglect, or 
the frequent changing of goals would inevitably lead to our falling 
far short of the benefits and the capabilities that can be achieved in 
the next decade. 

3. Budget pressures in the short run should not be the primary basis 
for decisions on space programs which are inherently long range, and 
which involve the very survival of the Nation. Budget problems of 
the Nation are very real. The budget represents an attempt to assign 
national resources with the greatest efficiency for the meeting of over- 
all national goals. Stability of prices and the lowest practical level 
of taxes and Federal debt are worthy objectives in the interest of 
economic growth and flexibility. However, it is inevitable that cer- 
tain expenditures on space must be made within the foreseeable future, 
and that delay will raise costs. 

4. This Nation should not make inadequate short-run expenditures 
on its space program at substantial risk to its survival a few years later. 
The American people prefer economic and fiscal stability and sound- 
ness, but must view them in long-run terms. 

5. The best advice obtainable by the committee supports the view 
that within a decade peaceful applications of space development to 
weather prediction and long-range communication alone will more 
than pay back to the economy all the funds previously required to 
achieve these capabilities. Six satellites could handle the entire over- 
seas mail volume of the world, as the Atlas satellite has already demon- 
strated in rudimentary form. Better weather predictions are expected 
to save the United States economy about $4 billion a year. 

6. The greatest benefits of space development and exploration in all 
probability cannot even be predicted today. This has been true of 
countless past discoveries. ‘The search which discovered America was 
intended to find a direct route to the Orient; the prize which was found 
was much more important. More recently, the byproducts of nuclear 
reactors seemed at first an unwanted nuisance, But already the eco- 
nomic benefits of radioactive isotopes bring a return great enough to 
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pay the capital charges on our entire peaceful and military investment 
in the atomic field. What may come in resources, in understanding of 
the forces of nature, in solving many of the present mysteries of life 
may be beyond all immediate human understanding. ‘This is not the 
kind of challenge man can safely ignore. 

7. Although engineering secrets related to national defense deserve 
the utmost protection, the greater part of the space program will 
progress more rapidly without the shackles of an undue security con- 
trol. Nocountry has a monopoly on scientific knowledge, and history 
has shown that inventions and discoveries are frequently made inde- 

yendently at much the same time in different countries of the world. 
3ecause the space effort is so complex, almost every branch of human 
study has made some contribution to its success, Compartmentaliza- 
tion of research findings, within a narrow, need-to-know framework, 
whether done in the name of national security or to protect proprietary 
interests, can only slow up our progress. Free exchange of informa- 
tion among scientists and engineers is particularly important for a 
country which is making a late start in developing its space capabilities. 

8. Full scientific and technical cooperation among the nations of the 
free world is essential to their joint survival and to the fastest growth 
of the American space program. ‘The recent report on international 
cooperation issued by this committee traced in detail the compelling 
reasons for international cooperation inspace. Partly they are psycho- 
logical. Partly they arise from the need for worldwide tracking and 
control facilities. Partly they are necessary in order to tap a rich pool 
of scientific talent in other countries which now is underused and not 
marshalled. Finally, the space program will soon reach such size that 
it will require the combined effort of many nations. It is our hope 
that the exploration of space will in time absorb the friendly common 
efforts of all nations. In the meantime the free world cannot afford 
to delay its own space development on a united plan while waiting for 
improved relations with the Communist bloc. 

9. Scientific education in the United States stands in need of critical 
review. No phase of the soul-searching produced by the launchin 
of the sputniks excited a more sympathetic response from an alarme 
people or from educators and legislators than the realization that 
American education had failed to measure up to the needs of the hour. 
Public education fell under intense scrutiny, from teachers’ salaries 
to the neglect of mathematics and science studies in the secondary 
schools and the institutions of higher learning. The performance of 
the Soviet schools in some of these respects presented a challenging 
contrast. 

The Soviet Union appears to put a greater total emphasis on edu- 
cation. The difference would be hard to measure, even in terms of 
money and manpower, partly because the term “education” in Soviet 
use includes some activities which are not regarded by Americans as 
education at all. There is also good evidence that schooling is gener- 
ally more intense in the Soviet Union than in the United States. 
In addition, the Soviet curriculum includes more study of mathe- 
matics and the physical sciences, 
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While the Soviet schools are also believed to have many short- 
comings, such as rote learning and excessively strict “discipline,” it 
behooves the United States to recognize those aspects of Soviet educa- 
tion which are better suited than its own to the demands of the future. 
At the same time, any changes which are made must be consistent with 
American objectives, ideals, and conditions. Itis the view of this com- 
mittee that prudent and imaginative steps must still be taken to give 
to mathematics and science the needed emphasis in school curricula. 
These steps should be designed not ey to meet Soviet educational 
competition, but should, irrespective of Soviet standards, raise Ameri- 
can standards to cope with the Space Age. The committee intends its 
use of the word “prudent” to imply an emphasis that does not neglect 
the humanities in favor of mathematics or related subjects. 


EPILOGUE 


As this committee concluded the meeting at which this report was 
adopted, the news of the Soviet lunar probe became public. This 
committee has been consistent during the year of its life in believing 
that the Soviet Union has a distinct lead in astronautics over the 
United States, although it also believes that with time and toil the 
United States can surpass the Soviet achievements. Many prominent 
Americans, however, have minimized the Soviet advantage at various 
times during the year. The latest Soviet achievement proves the 
soundness of the view of this committee that our scientific race, not 
alone in space but in the broader realm of science, is serious and urgent 
and demands the utmost effort by this Nation. 


APPENDIX 


CHRONOLOGY 


The report of this committee entitled The National Space Program 
fits Rept. No. 1758, May 21, 1958) contained a chronology running 
rom 1948 to mid-May 1958. The notes which follow are somewhat 
similarly arranged, and cover the time from October 1957 through 
December 1958. ¥ 
195 


October 4: The Soviet Union launched the first Earth satellite, 
Sputnik I. Spherical in shape, it weighed 184 pounds and was 
22.8 inches in dtkinetar. Four whip antennas 7 feet 10.5 inches to 
9 feet 6 inches in length protruded from the satellite skin which was 
constructed of aluminum alloys. The satellite carried instru- 
ments (their weight was not announced) to measure internal tem- 
peratures, pressures “and other data.” ‘Two radio transmitters, 
radiating on frequencies of 20.005 and 40.002 megacycles, were 
carried; both ceased operating on October 27, 1957. ‘The radios 
were powered by chemical batteries. The satellite’s initial perigee 
was 142 miles, its apogee 588 miles, and its period 96.17 minutes. 
It was launched with an inclination to the Equator of 64.3°. The 
satellite’s perigee speed was about 18,000 miles per hour; its speed 
at apogee was about 16,200 miles per hour. The satellite reentered 
the atmosphere and presumably disintegrated on January 4, 1958. 

October 5: Resolutions of an international conference on rockets and 
satellites provided for continuation of internationally coordi- 
nated research in these fields beyond the International Geophysi- 
cal Year. Both American and Russian scientists were present 
at the conference. 

October 9: President Eisenhower in a White House press release con- 
gratulated the Soviet scientists on Sputnik I. He gave a brief 
history of the development of the United States satellite program 
and pointed to the separation of Project Vanguard from work on 
ballistic missiles. 

October 13: Aviation Week reported that Lockheed has been working 
since 1956 on a project called Pied Piper, or unoflicially Big 
Brother. The report was officially denied. The magazine said 
the satellite would have television or regular photographic capa- 
bilities, and use infrared and radar scanners. Orbits would lie 
between 300 and 1000 miles. 

October 14: The American Rocket Society presented to President 
Eisenhower a program for outer space development formulated 
after months of study. It proposed establishment of an Astro- 
nautical Research and Development Agency similar to the Na- 
tional Advisory Committee for Aeronautics and the Atomic En- 
ergy Commission, which would have responsibility for all space 
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projects except those directly related to the military. The report 

contained a schedule of proposed space projects and pointed out 
the benefits which would accrue from them. The annual budget 
of the agency was estimated at $100 million. 

October 16: The United States Air Force fired an Aerobee rocket at 
Holloman Air Force Base fitted with three shaped charges in the 
nose. At 35 miles, these were fired, and it is believed that they 
sent small pellets of a few grams each at speeds sufficiently high 
that at least two attained escape velocity and left the Earth. 
Measurements were made by photographing the meteorlike trail. 

October 21: Aviation Week revealed that the United States had been 
monitoring Soviet ballistic missile launchings for over 2 years 
from a large radar installation near Samsun, Turkey. 

October 23: The United States Air Force, as part of Project Farside, 
launched a sounding rocket from a balloon 100,000 feet over 
Eniwetok in mid-Pacific. A four-stage rocket of 1,900 pounds 
was used. Although the attained altitude was first reported as 
4.000 miles, this was in doubt, as contact by radio was lost, and the 
altitude attained may have been about 2,500 miles. 

November 3: Sputnik II, carrying a dog, Laika, was launched by the 
Soviet Union. According to the Tass announcements, the “con- 
tainers with apparatus” of this rocket-shaped satellite weighed 
1,120 pounds, and it contained “instruments for studying solar 
radiation in the short wave ultraviolet and X-ray regions of the 
spectrum, instruments for cosmic ray studies, instruments for 
studying the temperature and pressure, an airtight container with 
an experimental animal (a dog), an air conditioning system, food 
and instruments for studying life processes in the conditions of 
cosmic space, measuring instruments for transmitting the results 
of scientific measurements to the Earth, two radio transmitters 
operating on frequencies of 20.005 and 40.002 megacycles, both of 
which ceased operating on November 10, 1957. The radios were 
powered by chemical batteries. The satellite’s initial perigee was 
140 miles, its apogee 1,038 miles, and its period 103.75 minutes. 
Its inclination to the Equator when launched was 65.4°. Its peri- 
gee speed was 18,000 miles per hour; its apogee speed 15,100 miles 
per hour. The satellite reentered the atmosphere and presumably 
disintegrated on April 13, 1958. 

November 7: President Eisenhower in a radio and television address 
on science and security announced that scientists had solved the 
problem of re-entry and showed the nose cone of a missile which 
was intact after a flight through outer space. He announced 
the creation of the office of Special Assistant to the President for 
Science and Technology and the appointment of Dr. James R. 
Killian, president of the Massachusetts Institute of Technology 
to the new post. 

November 8: Secretary of Defense McElroy directed the Department 

of the Army to make preparations for launching a satellite with 

the Jupiter-C test rocket and thus supplement the existing Van- 
guard program. William M. Holaday, Assistant to the Secretary 
of Defense for Guided Missiles, was given authority for coordi- 
nating this project with the overall satellite program. 
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November 13: President Eisenhower, in a speech on future security, 
proposed adoption of a formula for decisions on undertaking 
space projects, which would include the following criteria: 

“If the project is designed solely for scientific purposes, its 
and its cost must be tailored to the scientific job it is going 
to do.” 

“Tf the project has some ultimate defense value, its urgency 
for this purpose is to be judged in comparison with the probable 
value of competing defense projects.” 

November 15: William M. Holaday, special assistant to the Secretary 
of Defense, was named Director of Guided Missiles by Secretary 
of Defense McElroy. Under terms of the Defense Department 
directive: “The Director of Guided Missiles will direct all activ- 
ities in the Department of Defense relating to research, develop- 
ment, engineering, production, and proeurement of guided mis- 
siles.” In his press conference Secretary McElroy disclosed that 
the Department of Defense was thinking of establishing a cen- 
tralized organization which would handle both outer space and 
anti-missile-missile projects. 

November 21: The Rocket and Satellite Research Panel proposed the 
creation of a National Space Establishment in the executive 
branch of the Government. Under civilian leadership but cog- 
nizant of defense requirements, this establishment would carry 
out a unified program of space research in its own facilities and 
by contract. An annual budget of $1 billion for ten years was 
recommended. 

The board of directors of the National Advisory Committee 
for Aeronautics authorized establishment of a special committee 
on space technology. This committee would both supervise and 
help formulate a space research program and would be assisted 
by specialized subcommittees. 

November 25: The Preparedness Investigating Subcommittee of the 
Senate Committee on Armed Services began extensive hearings 
on the Nation’s satellite and missile programs. Approximately 
70 experts appeared before the Subcommittee during the course 
of these hearings, and written testimony was submitted by about 
200 others. 

December 4: The American Rocket Society’s proposal for an Astro- 
nautical Research and Development Agency, which was presented 
to President Eisenhower on October 14, 1957, was announced. 
Commander Robert C. Truax, president of the Society, stated 
that he felt $100,000,000 a year would be required at first for the 
astronautical agency. 

December 5: The Advanced Research Projects Agency, ARPA, is to 
be created in the Department of Defense to direct Defense space 
projects. 

December 6: A mechanical failure in the propulsion system of the 
Vanguard rocket, TV3, caused it to burst into flames two seconds 
after it was fired in an attempt by the Navy to launch a 6.4 inch, 
3.25 pound, test satellite, 

December 10: A Directorate of Astronautics was established by the 
Air Force to manage and coordinate astronautical research pro- 

ms, including work on satellites and anti-missile weapons. 

rig. Gen. Ilomer Boushey was named to head the board. 
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December 13: The order creating a Directorate of Astronautics was 
suspended by William H. Douglas, Secretary of the Air Force, 
as creation of such a group before establishment of the proposed 
Advanced Research Projects Agency was felt to be premature. 

December 14: Maj. Gen. John B. Medaris, Commander of the Army 
Ballistic Missile Agency, in testifying before the Senate Pre- 
paredness Investigating Subcommittee stated: “Because I have 
no responsibility to carry this out, I think I can say in open meet- 
ing that it is my personal opinion unless this country can com- 
mand 1 million pounds of thrust by 1961, we will not be in space 
* * * we will not be in the race.” 

December 24: The Soviet Union reported that a dog, Albina, had 
twice ridden in rockets, most recently parachuting safely after an 
ascent to 125 miles. 

1958 


January 4: Sputnik I disintegrated. 

The American Rocket Society and the Rocket and Satellite 
Research Panel issued a summary of their proposals for a Na- 
tional Space Establishment. Preferably independent of the 
Department of Defense, but in any event not under one of the 
military services, this establishment would be responsible for the 
“broad cultural, scientific, and commercial objectives” of outer 
space development. A timetable of the achievements necessary 
for attaining United States leadership in space technology was 
included in the document. 

January 9: In his State of the Union Message, President Eisenhower 
reported: “In recognition of the need for single control in some 
of our most advanced development projects, the Secretary of 
Defense has already decided to concentrate into one organization 
all antimissile and satellite technology undertaken within the 
Department of Defense.” 

January 12: President Eisenhower, in answering the December 19, 
1957, letter of Soviet Premier Nikolai A. Bulganin regarding a 
summit conference and disarmament, proposed that the Soviet 
Union and the United States “agree that outer space should be 
used only for peaceful purposes.” This proposal was compared 
with the 1948 offer of the United States to cease production of 
nuclear weapons and dedicate atomic energy to peaceful uses, an 
offer which was not accepted by the Soviet Union. 

James H. Doolittle, chairman of the National Advisory Com- 
mittee for Aeronautics, announced the authorization of a special 
committee on space technology on November 21, 1957. Dr. H. 
Guyford Stever was to head the committee. 

January 13: In his Budget Message to Congress, President Eisen- 
hower stated that in his request: “Funds are provided for an 
expanded research and development effort on military satellites 
and other outer space vehicles and on antimissile missile systems, 
to be carried out directly under the Secretary of Defense.” The 
budget for fiscal year 1959 showed that $340,000,000 in new obli- 
gational authority was being asked for the Advanced Research 
Projects Agency. No new authorizations were sought for the 
International Geophysical Year, but estimated obligations for 
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earth satellite exploration of the upper atmosphere under this 

program were $8,139,834 for the fiscal year 1958 and $21,000,000 

for fiscal year 1959. 

Secretary of Defense Neil H. McElroy, in testifying before 

the House Armed Services Committee, stated : 

“Such long-range programs as the antimissile missile and the 
military satellite programs are in the research and exploratory 
development stages. They are important and must be pursued, 
but they must not distract us from the speedy development of our 
other missile systems. To handle them, I am establishing within 
the Department of Defense an Advanced Research Projects 
Agency, which will be responsible to the Secretary of Defense 
for the unified direction and management of the antimissile mis- 
sile program and for outer space projects. I would expect to 
assign other special projects of this general nature to this agency 
from time to time in the future.” 

January 14: Censored Air Force testimony made public that a recon- 
naissance satellite with a recoverable capsule was expected to be 
launched in the spring of 1959, with a Thor-launched test vehicle 
by October 1958. Purposes of the capsule were not officially 
revealed. 

Senator Lyndon B. Johnson in an address before Columbia 
Broadcasting System affiliates in Washington, D. C., urged the 
United States “to demonstrate its initiative before the United 
Nations by inviting all member nations to join in this adventure 
into outer space together.” Growth of America’s space research 
program and establishment of a government agency for its direc- 
tion were also demanded by Johnson as part of the Nation’s 
answer to the Soviet challenge. 

January 16: Representative Carl T. Durham, chairman of the Joint 
Committee on Atomic Energy, announced the establishment of a 
Special Subcommittee on Outer Space Propulsion with Senator 
Clinton P. Anderson as chairman. 

January 22: Nikita S. Khrushchev in a speech at Minsk, Byelorussia, 
stated that the Eisenhower proposal to dedicate outer space to 
peaceful purposes was an attempt of the United States to ban 
weapons it did not possess and to protect itself from those weapons 
which would harm its own territory. 

January 23: Membership of the Special Subcommittee on Outer Space 
Propulsion of the Joint Committee on Atomic Energy was an- 
nounced: 

Senators: Clinton P. Anderson, chairman, Henry M. Jackson, 
Albert Gore, Bourke B. Hickenlooper, John W. Bricker. 

Representatives: Chet Holifield, Melvin Price, James E. Van 
Zandt, James T. Patterson. 

Senator Clinton P. Anderson in a speech before Congress ex- 

plaining his bill, S. 3117, proposed that control of the Nation’s 

outer space program for the “peaceful conquest of space” be given 

to the Atomic Energy Commission. He stressed that such a 

decision would save needed time and would give control to an 

established civilian agency with extensive laboratories. Senator 

Anderson pointed out that nuclear propulsion should play an 

essential part in space technology. 
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Senator Lyndon B. Johnson read a statement unanimously 
adopted by the Senate Preparedness Investigating Subcommittee 
at the conclusion of its hearings. Largely concerned with guided- 
missile development, it stated that the Russian satellite program 
“demonstrates beyond question that the Soviet Union has the pro- 

ulsive force to hurl a missile from one continent to another.” 

he American program since the launching of Sputnik I was re- 
viewed, and the report made 17 recommendations for American 
security, including: 

“Start work at once on the development of a rocket motor with 
a million-pound thrust.” 

“Accelerate and expand research and development programs, 
provide funding on a long-term basis, and improve control and 
administration within the Department of Defense or through the 
establishment of an independent agency.” 

January 27: Hugh L. Dryden, Director of the National Advisory Com- 
mittee for Aeronautics, delivered a speech, Space Technology and 
the NACA, to the Institute of the Aeronautical Sciences. Stress- 
ing the importance of a well-planned and logical space program 
embracing both civilian and military uses, Dryden pointed to the 
organization of the NACA for both military and nonmilitary 
aeronautical research and reviewed the Committee’s work in space 
research since World War II. He related the view expressed by 
the NACA at its January 16, 1958, meeting that the national space 

rogram should be under the joint control of the Department of 

efense, the NACA, the National Academy of Sciences, and the 
National Science Foundation; in addition to research flights, the 
NACA would “coordinate and conduct research in space tech- 
nology in its own laboratories and by contract in support of both 
military and nonmilitary projects.” 

January 31: The first American satellite, Explorer I, was launched 
under the IGY program. The launching of these and succeeding 
Explorer satellites was accomplished by the Army Ballistic Mis- 
sile Agency and the Jet Propulsion Laboratory of the California 
Institute of Technology. Cylindrical in shape, the satellite was 
80 inches long, 6 inches in diameter, and weighed 30.8 pounds. It 
was constructed of steel, with eight aluminum oxide stripes painted 
on its surface to control temperatures. The satellite had 2 anten- 
nas: A turnstile type with 4 whip elements each 22.5 inches long 
and a dipole antenna using the skin of the satellite itself.. In- 
strumentation weighing 10.63 pounds was designed to measure 
cosmic rays, micrometeors, and temperatures within and on the 
skin of the satellite. One radio transmitter, operating on a fre- 
we of 108 megacycles at 10 milliwatts of power, telemetered 

ata on cosmic rays, micrometeor erosion, and front-skin and 
nose-cone temperatures. The second radio transmitter, operating 
on a frequency of 108.03 megacycles at 60 milliwatts of power 
telemetered data on cosmic rays, micrometeor impact, and internal 
and rear-skin temperatures. The low-power transmitter ceased 
operating on May 23, 1958. The high-power transmitter first 
stopped transmitting on February 11, 1958; it began again on Feb- 
ruary 24, and ceased operating finally on February 28, 1958. The 
radios were powered by mercury batteries. The satellite’s initial 
perigee was 224 miles, its apogee 1,573 miles, its peried 114.8 
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minutes. It was launched at an inclination to the Equator of 
33.5°. Its perigee speed was 18,400, its apogee speed 13,700 miles 
per hour. The satellite is still in orbit, and is expected to remain 
there for from 3 to 5 years. 

February 1: The Army has proposed a plan for a 500-pound recon- 
naissance satellite. 

February 2: Senator Jackson predicted the United States could launch 
a Moon rocket with just a few months’ preparation. 

February 3: The Army reconnaissance plan might run as high as 700 
pounds, for a television carrying unit to be launched late in 1958, 
based on the Jupiter C launching device. 

Soviet Premier Nikolai A. Duleinin in a letter to President 
Eisenhower stated that the Soviet Union “is ready to examine 
also the question of the intercontinental rockets if the Western 
Powers are willing to reach agreement to ban atomic and hydro- 
gen weapons, to end tests thereof, and to liquidate foreign salary 
bases in other nations’ territories. In that case, an agreement on 
the use of outer space for peaceful purposes only would unques- 
tionably meet no difficulties.” 

Scientists at the California Institute of Technology reported 

that initial data from Explorer I showed that cosmic radiation 
on its orbit did not exceed 12 times the amount on earth and thus 
appeared to pose no great threat to travel in this region. In 
addition, no positive evidence of encounter with meteoritie par- 
ticles had been found. 

February 4: Republican Congressional leaders were informed that 
President Eisenhower had directed James R. Killian, Jr., to study 
and make recommendations on the governmental organization of 
the Nation’s space and missile program. 

February 5: The second trial firing of a Vanguard test satellite failed 
as defects in the first-stage engine control system caused the rocket 
to veer to the right and break in two about 60 seconds after 
launching, 4 miles up. The rocket was destroyed by the range 
safety officer at the Air Force Missile Test Center, Cape Canaveral, 
Fla. The satellite weighed 3.25 pounds, was 6.4 inches in diame- 
ter. The payload included yeast. 

February 6: The Senate passed S. Res. 256 by a vote of 78 to 1, 
creating a Special Committee on Space and Astronautics to 
frame legislation for a national program of space exploration 
and development. 

February 7: The Advanced Research Projects Agency was established 
by the Department of Defense, and Roy W. Johnson, a vice presi- 
dent of General Electric Co., was appointed by Secretary of 
Defense McElroy as its director. ARPA was nea in charge 
of the Nation’s outer space program including the development of 
military space weapons and. was made responsible for antimissile 
missile projects. William H. Holaday, Director of Guided Mis- 
siles, was to transfer responsibilities in these fields to Mr. Johnson. 

February 10: The following Senators were named to the Senate Spe- 
cial Committee on Space and Astronautics: Lyndon B. Johnson, 
Styles Bridges, Richard B. Russell, Leverett Saltonstall, Clinton 
P. Anderson, Bourke B. Hickenlooper, Theodore Francis Green, 
Alexander Wiley, John L. McClellan, Karl E. Mundt, Warren 
G. Magnuson, John W. Bricker, Stuart Symington. 
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——— Senator Michael J. Mansfield urged the members of the North 


Atlantic Treaty Organization to take the initiative in exploring 
space on a cooperative basis. Other nations who wished “to par- 
ticipate in good faith” would be included in this international 
undertaking. Senator Mansfield also recommended that the 
United States should propose extending the International Geo- 
physical Year “into a decade of worldwide scientific cooperation.” 


Iebruary 11: The Supplemental Defense Appropriation Act, 1958, 


stated: “The Secretary of Defense is authorized to transfer not 
exceeding $10,000,000, to remain available until expended, from 
any appropriations available to the Department of Defense for 
the current fiscal year for such advanced research projects as he 
may designate and determine. * * *” It was provided that cur- 
rent fiscal year appropriations for related programs might be 
transferred to and merged with this appropriation, and tha 
amounts of this appropriation might be transferred to other ap- 


— for advanced research under the Department of 
efense. 


Vebruary 12: Public Law 325 gave the Department of Defense author- 


ity to participate in advanced research projects, including space 
projects. Section 7 rend in part: 

“The Secretary of Defense or his designee is authorized to en- 
gage in such advanced projects essential to the Defense Depart- 
ment’s responsibilities in the field of basic and applied research 
and development which pertain to weapons systems and military 
requirements as the Secretary of Defense may determine after 
consultation with the Joint Chiefs of Staff; and for a period of 
one year from the effective date of this Act, the Secretary of De- 
fense or his designee is further authorized to engage in such ad- 
vanced space projects as may be designated by the President.” 


Vebruary 13: The National Society of Professional Engineers pro- 


posed establishment of a Federal Space Exploration Commission 
to undertake and have unified responsibility for a program of 
space exploration. The commissioners would be appointed by the 
President, and the civilian commission “would be able to give 
the military services adequate opportunity for rocket and missile 
development—as consistent with the defining of service roles at 
the highest policy level.” 


Iebruary 14: Basie Objectives of a Continuing Program of Scientific 


Research in Outer Space, a report by the Technical Panel on the 
Earth Satellite Program of the United States National Com- 
mittee for the International Geophysical Year was published. 
The report proposed a program of space research extending be- 
yond the International Geophysical Year. It outlined the tech- 
nical investigations which should be made by sounding rockets, 
lightweight and advanced satellites, lunar probes, planetary and 
interplanetary research, and manned space flight, and gave a de- 
tailed description of the scientific information which could be 
gained from these experiments. 


February 16: Airman Donald G. Farrell completed a week’s isolation 


in a sealed space cabin at Randolph Air Force Base in an experi- 
ment testing atmospheric equipment for space flight on a simu- 
lated trip to the loon, and the effects of this artificial environ- 
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ment on man’s working ability. The small cabin was comparable 

in dimensions and equipment to what might go into a future 

spaceship. Air and liquids were ered to simulate an actual 
space flight. During the course of the week Farrell was given 
various tasks to perform, and emergencies to meet. 

Rocketdyne was assigned an Air Force study contract to 
develop a nuclear rocket. 

February 17: In a letter to Soviet Premier Nikolai A. Bulganin 
President Eisenhower repeated his plea for the dedication of 
outer space to peaceful uses. ae that this proposal was 
intended “to gain strategic advantages for the United States,” he 
stressed the urgency of dealing with outer space before its use 
for military purposes had, like nuclear weapons, advanced to the 
point where complete international control was almost impossible, 

Vice President Nixon asked that space development be put into 

civilian hands, 

February 18: The Air Force expects to launch a 3,000-pound satellite 
by October 1958, based on the Atlas. This would be part of the 
Lockheed Pied Piper system. Photographic, television, and infra- ° 
red scanning systems are under consideration. 

February 20: Senator Lyndon B. Johnson was elected chairman of 
the Senate Special Committee on Space and Astronautics. 

February 21: According to the Soviet Geophysical Year Committee, 
the Russians fired to a 294-mile altitude a rocket containing 114 
tons of instruments for measuring the ion composition of the 
atmosphere, electronic temperature, air pressure, encounters with 
micrometeorite particles, the ultraviolet seetor of the spectrum, 
and the concentrations of free electrons in the ionosphere and of 
positive ions. 

February 25: Lieutenant General Putt requested permission to send 
a rocket to the Moon, to get there ahead of the Soviets. 

February 27: The Air Force announced that plans were well advanced 
for a reconnaissance satellite weighing in excess of 1,300 pounds. 

March 5: Pentagon sources expected the Army would be given a Moon 
assignment while the Air Force concentrated on manned vehicles. 

Explorer IF was launched but did not go into orbit because 

of failure of the final rocket to ignite. Unable to achieve the re- 

quired velocity, it re-entered the atmosphere and was probably 
burned up before falling into the Atlantic Ocean 1900 miles south- 

east near Trinidad. The satellite weighed 31 pounds, was 80 

inches long. 

H. Res. 496, passed by the House of Representatives, estab- 

lished a Select Committee on Astronautics and Space Exploration 
to investigate the problems of outer space and to submit recom- 
mendations for the control and development of astronautical 
resources. Congressmen appointed to the Committee were: Ma- 
jority Leader John W. McCormack, chairman, Overton Brooks, 
Brooks Hays, Leo W. O’Brien, Lee Metcalf, William H. 
Natcher, B. F. Sisk, Minority Leader Joseph W. Martin, Jr., vice 
chairman, Leslie C. Arends, Gordon L. McDonough, James G. 
Fulton, Kenneth B. Keating, Gerald R. Ford, Jr. 

——— The following appointments to the Advanced Research Proj- 
ects Agency were announced by the Department of Defense: Rear 
Admiral John E. Clark, USN, Deputy Director; Lawrence P. 
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Gise, Director, Program Control and Administration ; Lambert L. 
Lind, Special Assistant to the Director. 

March 7: George J. Feldman, New York attorney, was appointed 
director and chief counsel of the House Select Committee on 
Astronautics and Space Exploration. 

March 9: Harold E, Stassen, in an address on foreign policy, urged 
the United States “to express willingness to join in a United Na- 
tions Space Development Agency which would endeavor as a 
United Nations project to send the first man into space and to 
send the first inspection photographic satellite around the earth.” 

March 14: General Medaris said that only the military services had the 
experience to run a successful space program. 

March 15: Ina Foreign Ministry statement the Soviet Union proposed 
that banning the use of outer space for military purposes, as 
suggested by President Eisenhower, be coupled with the liquida- 
tion of foreign military bases on the territories of other countries, 
especially in Europe, the Middle East, and North Africa. An 
international program for space research would be established 
under the control of the United Nations and each country would 
piedge to launch rockets only under this program. A new United 
Nations agency for international cooperation in research on cosmic 
space would develop this space program, continue the Interna- 
tional Geophysical Year research program on a permanent basis, 
and serve as a clearing house and coordinator for national re- 
search. 

March 16: Secretary of the Army Brucker said a rocket would be 
launched to the Moon “right soon,” in a matter of a few months. 

March 17: Vanguard I, a test sphere weighing 3.25 pounds, was 
launched at Cape Canaveral as the second United States IGY 
satellite by the Naval Research Laboratory. Spherical in shape, 
the satellite is 6.4 inches in diameter and weighs 3.25 pounds. 
It was constructed of aluminum and has one turnstile antenna and 
one dipole antenna with a total of six 12-inch rod elements. Al- 
though the satellite is not actually instrumented, temperatures can 
be deduced from changes in its radio frequencies, Two radio 
transmitters are carried: one operated on a frequency of 108.00 
megacycles at a power of 10 milliwatts; the other radiates at 
108.03 at 5 milliwatts of power. The higher power transmitter, 

owered by mercury batteries, ceased operating on April 5, 1958. 

he lower power transmitter, powered by six groups of solar con- 
verters, may operate indefinitely. The satellite’s initial perigee 
was 404 miles, its apogee 2,465 miles, its period 134.39 minutes. 
It was launched at an inclination to the equator of 34.25°. The 
satellite’s perigee speed was 18,400 miles per hour; its apogee 
speed was 12,400 miles per hour. The satellite is still in orbit, and 
is expected to remain there for perhaps 200 years. 

An experiment testing the behavior of crews under conditions 
of long confinement was concluded at Wright Air Development 
ears as 5 Air Force officers ended a 5-day simulated space 

ight. 

March 18: The Institute for Defense Analysis, a nonprofit corpora- 
tion serving the Department of Defense, announced the formation 
of an Advanced Mesearch Projects Division and the appvint- 
ment of Dr. Herbert F. York as its head. In this capacity Dr. 
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York would serve as Chief Scientist for the Defense Depart- 
ment’s Advanced Research Projects Agency. He had been di- 
rector of the University of California Radiation Laboratory at 
Livermore, California. 

March 19: The House of Representatives voted $100,000 for expenses 
of its new space committee. (H. Res. 500, Report 1523.) 

March 21: Richard P. Hines was appointed clerk of the House Select 
Committee on Astronautics and Space Exploration. 

March 24: Senator Lyndon B. Johnson, chairman of the Senate Spe- 
cial Committee on Space and Astronautics, made the following 
staff appointments: Glen P. Wilson, coordinator of technical in- 
formation ; Eilene Galloway, special consultant. 

March 25: Senator Lyndon B. Johnson announced the following ap- 
pointments to the Senate Special Committee on Space and Astro- 
nautics: Edwin L. Weisl, consulting counsel; Cyrus R. Vance, 
consulting counsel; Homer Joe Stewart, scientific consultant. 

March 26: President Eisenhower in a brief statement made public 
the President’s Science Advisory Committee’s report, Introduc- 
tion to Outer Space; an Explanatory Statement. This report set 
forth the basic factors making the advancement of space tech- 
nology a national necessity and explained to the nontechnical 
reader the principles and potentialities of space travel. The many 
uses of space technology for scientific and military purposes were 
summarized, and a timetable for carrying out these objectives was 
included. 

Explorer III, the third United States IGY satellite, was 

launched by the Army. Cylindrical in shape, it was 80 inches 
long, 6 inches in diameter, and weighed 31.0 pounds. The satel- 
lite had two dipole antennas, using the skin of the satellite itself 
which was constructed of steel. Instrumentation weighing 10.83 
pounds was designed to measure cosmic rays, employing a ta 
recorder feature; micrometeor erosion; and temperatures within 
and on the skin of the satellite. One radio transmitter, operating 
on a frequency of 108.00 megacycles at 10 milliwatts of power, 
telemetered data on all of the experiments; the other transmitter, 
radiating on a frequency of 108.03 at 60 milliwatts of power, 
telemetered data on cosmic rays only. The 108.00 transmitter 
first ceased operating on May 10, 1958; its beacon feature only 
functioned again from May 15 to June 16, 1958. The 108.03 
transmitter first ceased operating on May 14, 1958; it responded 
again erratically from May 22 to June 5, 1958. Both transmitters 
were powered by mercury batteries. The satellite’s initial perigee 
was 118 miles, its apogee 1,740 miles, and its period 115.9 minutes. 
It was launched at an inclination to the equator of 33.37°. Its 
perigee speed was 18,860 miles per hour, and its apogee speed 
was 13,450 miles per hour. It reentered the atmosphere some- 
time between June 27-29, 1958, and presumably disintegrated. 

March 27: President Eisenhower gave his approval to the plans for 
outer space exploration announced by Secretary of Defense Neil 
H. McElroy. The Advanced Research Projects Agency was to 
undertake several space projects including the launching of earth 
satellites and lunar probes. The Air Force Ballistic Missile 
Division was authorized by ARPA to carry out three lunar probes 
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with a Thor-Vanguard system, and one or two lunar probes 

utilizing the Jupiter-C rocket were assigned to the Army Ballistic 

Missile Agency. Eight million dollars is initially allocated. 

A mechanical ground scanning system for lunar investigations 

was to be developed by the Naval Ordnance Test Station, China 

Lake, Calif. 

Dr. Charles S. Sheldon IT was named assistant director of the 
House Select Committee on Astronautics and Space Exploration. 

March 28: Some military leaders were said to think the probe plan 
was too limited in scope and imagination. 

March 31: General John B. Medaris was made head of the Army Ord- 
nance Missile Command, with direct access to the Secretary and 
the Chief of Staff. General 'Toftoy is his deputy, and General 
John A. Barclay is the head of the Army Ballistic Missile Agency. 

April 2: President Eisenhower in a message to Congress proposed the 
establishment of a National Aeronautics and Space Agency into 
which the National Advisory Committee for Aeronautics would 
be absorbed. This agency was to have responsibility for civilian 
space science and aeronautical research. It would conduct re- 
search in these fields in its own facilities or by contract and would 
also perform military research required by the military depart- 
ments. Interim projects pertaining to the civilian program which 
were under the direction of the Advanced Research Projects 
Agency would be transferred to the civilian space agency. A 
National Aeronautics and Space Board, appointed by the Presi- 
dent and composed of eminent persons outside the Government 
and representatives of interested Government agencies (with at 
least one member from the Department of Defense), was to assist 
the President and the director of the National Aeronautics and 
Space Agency. 

The original budget request of $340,000,000 in new obligational 
authority for the Advanced Research Projects Agency for fiscal 
year 1959 was raised to $520,000,000 for advanced research proj- 
ects in a letter from the Director of the Bureau of the Budget, 
Maurice H. Stans, which was transmitted to Congress by Presi- 
dent Eisenhower. 

April 3: In a message to Congress on the organization of the Nation’s 
Defense Establishment, President Eisenhower recommended crea- 
tion of the position of Director of Defense Research and Engi- 
neering, which would have a higher rank and replace the present 
Assistant Secretary of Defense for Research and Engineering. 
Among his other responsibilities, the Director would supervise 
the research activities of the Advanced Research Projects Agency. 

April 5: S. Fred Singer, physics professor at the University of Mary- 
land, was named head, scientific evaluation consultants of the 
House Select Committee on Astronautics and Space Exploration. 

April 13: Sputnik IT plunged to earth. 

April 14: The proposal for a National Aeronautics and Space Agency 
drafted by the Bureau of the Budget was contained in the follow- 
ing congressional bills: 

S. 3609, Senator Lyndon B. Johnson and Senator Styles 
Bridges 
H. R. 11881, Representative John W. McCormack 
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H. R. 11882, Representative Leslie C. Arends 

H. R. 11887, Representative Harry G. Haskell, Jr. 

H. R. 11888, Representative Kenneth B. Keating 

H. R. 11946, Representative William H. Natcher 

H. R. 11961, Representative Peter Frelinghuysen, Jr. 

H. R. 11964, Representative James G. Fulton 
H. R. 11996, Representative Gordon L. McDonough 

April 15: The Select Committee on Astronautics and Space Explora- 
tion of the House of Representatives opened hearings on outer 
space as a step toward Seales a national space program, 
During the hearings, which continued for three weeks, military 
and scientific experts discussed the scientific development of outer 
space and offered recommendations on the establishment of a 
civilian space agency. 

April 17: Lieutenant General Gavin and Major General Medaris testi- 
fied that appearance of a reconnaissance satellite over the United 
States should be treated as invasion, but urged the early develop- 
ment of a capability to operate such devices ourselves. 

Six Navy men began a 7-day simulated trip to the Moon in 
a compression chamber at the Philadelphia Naval Base. The 
experiment met expectations, and the men stepped out afterward 
alert and healthy. 

April 21: A naval flier began a 24-hour experiment wearing a space 
suit in a chamber evacuated to the equivalent of 80,000 feet alti- 
tude. Heemerged tired but hungry. 

April 22: Hearings on proposed reorganization of the Department of 
Defense opened before the House Committee on Armed Services. 

Dr. Hugh Dryden testified that large aluminized balloons 
might be put in orbit around the Moon, after being carried to 
that vicinity in a small rocket, and then inflated. 

April 23: A Thor-Able test vehicle was launched at Cape Canaveral 
ina reentry test. The nose cone contained the mouse MiaI. The 
Vanguard second stage failed to fire, and the mouse and cone were 
not recovered, as the shot fell short of the 5,000-mile goal. 

April 24: Major General Schriever testified that Pied Piper has been 
assigned a priority equal to ballistic missiles. 

April 25: Spencer M. Beresford was appointed special counsel of the 
House Select Committee on Astronautics and Space Exploration. 

April 27: An article in Pravda on Soviet satellite findings reported 
that Laika’s heartbeat had taken three times as long as expected 
to return to normal, once its acceleration due to the satellite’s 
speed had ceased. Weightlessness affecting the nerve centers 
was suggested as the cause. The Soviet report disclosed that 
the density and temperature of the atmosphere at a given altitude 
were not uniform, and that cosmic ray intensity was 40 percent 
greater at 400 miles than at 135 miles. The article also contained 
information on the density of electrons and reported 1 mysterious 
50-percent increase in radiation intensity. 

April 28: An instrumented Vanguard satellite was launched by the 
Navy at Cape Canaveral, but due to failure of the third-stage 
rocket, did not attain the speed required to orbit around the earth. 
It burned up on reentry 1,500 miles away. The satellite was 21.5 
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ounds, 20 inches in diameter. Instruments were to record 
ren temperatures, aud meteor data. The fault was blamed 
on wiring. j 

April 29: General Doolittle opposed a Moon shot stunt of hitting the 
surface with a thermonuclear warhead. 

April —: Maj. Gen. F. A. Bogart testified that by late fall the Air 
Force could launch 5 to 7 Moon rockets, with a 70 percent chance 
of success of impact for each one. 

May 1: Scientific findings from the 2 Explorer satellites disclosed an 
unexpected band of high-intensity radiation extending from 600 
miles above Earth to possibly an 8,000-mile altitude. e radia- 
tion, which was described by Dr. James A. Van Allen as “1,000 
times as intense as could be attributed to cosmic rays,” was be- 
lieved to come from ionized gas; Dr, Van Allen felt lead shielding 
1 millimeter thick would reduce this radiation about 90 percent. 
The Explorers also showed that the atmosphere at 220 miles was 
denser than predicted, that satellite temperatures would not be 
too great for humans, and that cosmic dust was only a small 
hazard to space travel. The radiation was totally unexpected, 
and raised many questions about manned flight into space be- 
cause of the shielding which might be required. Future satel- 
lites will be instrumented to learn more of the characteristics of 
this band which were first reported from the original Explorer 
satellites. 

May 6: The Senate Special Committee on Space and Astronautics 
opened hearings on the administration’s proposal for a National 
Aeronautics and Space Agency. 

May —: NACA shot a balloon to 50 miles, at Wallops Island. At 
that altitude, it was inflated. A 4-stage rocket launched the 
9-pound balloon. 

May 12: Scientists at an ICSU meeting in The Hague warned against 
any nuclear explosion on the surface of the Moon which would 
endanger later scientific measurements of its surface. 

May 13: Majority Leader John W. McCormack introduced, at the 
direction of the House Space Committee, House Concurrent Reso- 
lution 326 calling for the peaceful use of space. 

May 14: American scientists indicated in Washington that future 
Moon rockets would be sterilized to forestall any biological con- 
tamination of the Moon which would endanger later scientific 
studies of that body. 

May 15: Sputnik ITT was launched by the Soviet Union. Conical in 
shape, it was reported to be 11 feet 9 inches long, 5 feet 8 inches 
wide at the base, and weighed 2,925 pounds. It had folded dipole 
and trailing rod antennas, and its shell composition was mainly 
of aluminum alloys. Instrumentation weighing 2,134 pounds 
was designed to measure atmospheric pressure and composition ; 
concentration of positive ions; the satellite’s electrical charge and 
the tension of the Earth’s electrostatic field ; tension of the Karth’s 
magnetic field ; intensity of the Sun’s corpuscular radiation ; com- 
position and variations of primary cosmic radiation; distribution 
of photons and heavy nuclei in cosmic rays; and micrometeor and 
temperature measurements. ‘The satellite carried 1 radio trans- 
mitter, powered by chemical and solar batteries, operating on a 
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frequency of 20.005 megacycles; a second transmission at 40.01 
megacycles is a harmonic of the first. The satellite’s initial 
perigee was 130 miles, its apogee 1,167 miles, its period 106 
minutes. It was launched with an inclination to the Equator of 
65°. Its perigee speed was 18,337 miles per hour, its apogee 
speed 14,637 miles per hour. It is still in orbit. 

May 18: A Jupiter missile fired from Cape Canaveral traveled 1,600 
miles, and for the first time a full-scale nose cone was recovered 
intact. 

May 21: The House Select Committee issued its first report to the 
House on “The National Space Program”. (House Report No. 
1758.) 

May 23: The House Foreign Affairs Committee approved House 
Concurrent Resolution 332 (revision of 326). (House Report 
1769.) 

May 24: Capt. E. L. Breeding at Holloman Air Force Base withstood 
a gravity load of 83 g’s for a small fraction of a second in the 
arresting of the rocket sled on which he was riding. He went into 
a state of shock, but recovered from this in about 10 minutes. 

The House select committee reported out a clean bill calling 
for the creation of a civilian space agency. (H.‘R. 12575, House 
Report 1770.) 

May 27: Vanguard II (SLV-1) launched at Cape Canaveral. Take- 
off was normal, all stages fired. Satellite was 21.5 pounds, 20 
inches diameter. Instruments included meteor detectors, solar 
radiation measurers, and thermometers. Incorrect angle carried 
it to 2,000 miles, then it burned on reentry between Antigua and 
Africa. Radio returned data. 

June 2: The House of Representatives adopted House Concurrent 
Resolution 332, the outer space peace resolution. 

The House of Representatives passed unanimously its Select 
Committee bill H. R. 12575 to create a civilian space agency. 
June 5: Dr. Walter Dornberger opposed any early rocket shot at the 
moon as a stunt, stating weapons development was more im- 

portant. 

June 10: Lt. Gen. Samuel E. Anderson stated the Air Force would 
launch moon probes in August, September, and October. Air 
Force Secretary Douglas and ARPA Director Johnson denounced 
the report as unauthorized, premature, and inaccurate; suggested 
launching dates should be wholly disregarded. 

June 11: The Senate Special Committee on Space and Astronautics 
reported out S. 3609 as amended. (Senate Report 1701.) 

June 16: The Senate passed H. R. 12575 with the text of S. 3609, as 
amended, substituted for the House text, and the bill was sent to 
conference. 

June 22: Aviation Week in an article termed speculative by ARPA 
officials predicted that the first Pied Piper satellite would be 
launched from Camp Cooke, California, using the Thor at the end 
of 1958 or in early 1959. A variety of scanning instruments are 
to “ used, and the vehicle is to be stabilized in orbit. It is called 
WS 117L. 

June 26: A Vanguard was launched at Cape Canaveral. Takeoff was 
normal, but second stage failed to fire. The satellite was 21.5 
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pounds, 20 inches in diameter, The instrument load was the same 
as for the April 28 attempt. 

July 9: A second Thor Able was launched at Cape Canaveral. It 
traveled 6,000 miles into the South Atlantic. Its mouse passenger, 
Mia II, was believed to be still alive when the cone reached the 
surface of the ocean, but after 3 days the search was called off when 
the radio in the cone became silent. 

July 15: House and Senate conferees agreed upon a compromise 
version of H. R. 12575 to create the National Aeronautics and 
Space Administration. (House Report 2166.) 

July 16: The House and Senate adopted the conference report on H. R. 
12575. 

July 21: The House of Representatives approved House Resolution 
580 establishing a 25-member standing Committee.on Science and 
Astronautics. 

July 23: A third Thor Able was launched at Cape Canaveral in an- 
other reentry test. A safe landing 6,000 miles downrange near 
Ascension was indicated, but the cone with its mouse passenger, 
Wickie, was not located after 2 days of searching. 

The Senate approved House Concurrent Resolution 332 
calling for the peaceful exploration of outer space. 

July 24: The Senate established a standing committee on Aeronautical 
and Space Sciences, under Senate Resolution 327. 

July 26: Explorer IV, the fourth United States IGY satellite was 
launched. Cylindrical in shape, it is 80 inches long, 6 inches in 
diameter, and weighs 37.10 pounds. The satellite has two dipole 
antennas, using the skin of the satellite itself which is constructed 
of stainless steel. It carries 2 Geiger-Mueller counters and 2 
scintillation counters to measure corpuscular radiation at several 
intensity levels. The instrumentation weighs 18.26 pounds. 
Two radio transmitters are carried: one operated on 108 mega- 
cycles at 10 milliwatts of power and ceased transmitting on Sep- 
tember 8, 1958; the other operated on 108.03 megacycles at 60 
milliwatts of power and ceased transmitting on October 6, 1958. 
Both were powered by mercury batteries, and both broadcast all 
five channels of information simultaneously and continuously, 
although the low-power transmitter was primarily for tracking. 
The satellite had an initial perigee of 157 miles, an apogee of 
1,380 miles, and a period of 110 minutes. It was launched with 
an inclination to the Equator of 50.13°. Its perigee speed was 
18,406 miles per hour, its apogee speed was 14,232 miles per hour. 
It is still in orbit. 

A Navy balloon carried Comdr. Malcolm Ross and M. Lee 
Lewis to 82,000 feet in a flight lasting 34 hours 29 minutes, a 
new high altitude duration record. Televised pictures were 
returned to Earth. The launching occurred near Crosby, Minn., 
and the landing near Jamestown, N. Dak. 

July 28: Brig. Gen. Homer A. Boushey was named director of a 
new advanced technology section of the Air Force. 

Scientists of East and West recommended that satellites be 
used to detect any violations of agreements to suspend nuclear 
tests. 

July 29: The President signed H. R. 12575, making it the National 
Aeronautics and Space Act of 1958, Public Law 85-568. 
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July 30: The President requested $125 million to launch the new 
NASA 


July 31: The U. S. S. R. released its first comprehensive sputnik 
data to foreign scientists on this occasion, but subsequent nego- 
tiations in Moscow brought no assurance that further informa- 

tion would be forthcoming automatically. 

The Senate Special iootualtine on Space and Astronautics 
approved S. 4208 authorizing the appropriation of $47.8 million 
for NASA construction and equipment during fiscal 1959. (Sen- 
ate Report 2076.) 

August 1: The Senate voted to approve S. 4208. 

The House Seleet Committee on Astronautics and Space 
Exploration held a public hearing on the proposed construction 
and equipment authorizations for NASA, and reported out H. R. 
13619, a companion bill to S. 4208. 

The United States fired a nuclear weapon over Johnston 
Island, believed to have been by means of a Redstone missile, and 
at an altitude of 100 miles. The flash was visible in Honolulu, 750 
miles away. Newspaper speculation was that such a blast in space 
could send out swarms of neutrons capable of triggering prema- 
turely the nuclear war-head of an approaching ICBM. 

August 2: The National Academy of Sciences and the National Re- 
search Council set up a new Space Science Board of 16 members, 
with Dr. Lloyd V. Berkner as chairman. The purpose is to study 
scientific research opportunities, to make recommendations to in- 
terested agencies, and to stimulate research interest and coopera- 
tive activities with groups at home and abroad. Some 11 ad hoc 
committees have been organized to carry on the work of the Space 
Science Board in various areas of interest. 

August 4: The House of Representatives passed S. 4208, in substitu- 
tion for H.R. 13619. 

August 6: Under House Resolution 635, the House voted an addi- 
tional $85,000 for the operation of the Select Committee on Astro- 
nautics and Space Exploration. (House Report 2468.) 

August 8: Dr. T. Keith Glennan, President of the Case Institute of 
Technology, was nominated to be Administrator and Dr. Hugh 
L. Dryden, Director of the National Advisory Committee for 
Aeronautics, as Deputy Administrator of the NASA. 

August 12: A second nuclear explosion at high altitude was fired over 
Johnston Island, also visible in Honolulu. 

August 13: The Senate Appropriations Committee approved the Sup- 
»lemental Appropriations bill (H. R. 13450), containing $75 mil- 
tion in funds for NASA for fiscal 1959, a reduction of $50 million 
below the amount requested by the President, (Senate Report 
2350.) 

August 14: The President signed Senate 4208 authorizing appropria- 
tions to NASA for construction, making it Public Law 85-657. 

The Senate Special Committee on Space and Astronautics 

approved the nominations of Dr. Glennan and Dr: Dryden. 

August 15: The Senate approved the ssoplanene Appropriation bill 
with the $50 million cut restored along with an amendment b 
Senator Johnson requiring annual authorizations lepeedenih 
before any additional funds could be appropriated for NASA, 
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Dr. Glennan and Dr. Dryden were confirmed by the Senate. 
August 17: First Air Force lunar probe was launched, using Thor 
“Able. An explosion ripped it apart 77 seconds after ‘launch, at an 
altitude of about 10 miles. It has been designed to put 40 pounds 
of instruments in an orbit around the moon, to take pictures of the 
back side. In addition to the scanning device, it contained a mag- 
netometer, a meteorite counter, and thermometers. The voyage 
had been intended to take 214 days. 

August 19: House and Senate conferees agreed on $80 million for 
NASA for fiseal 1959, a cut of $45 million below the amount 
requested by the President, together with the Johnson rider on 
authorizations. (House Report 2677.) 

August 20: The House approved the Supplemental Appropriation bill 
conference report containing the $80 million in funds for NASA, 
but rejected the Johnson rider, sending this provision back to con- 
ference. ‘The Senate voted to insist on the Johnson rider. 

August 21: The House and Senate passed a new conference report on 
the Supplemental Appropriation bill including the $80 million for 
NASA and a new compromise requiring for a one year period 
new authorization authority over all appropriations for NASA. 

August 24: The Senate appointed the membership of its new standing 
Committee on Aeronautical and Space Sciences. ‘They are: Sen- 
ators Johnson (Chairman), Russell, Green, Hayden, Magnuson, 
Anderson, Symington, Kerr, Br idges, Wiley, Hickenlooper, Sal- 
tonstall, Bricker, Smith (Maine), and Javits. 

Explorer V_ was launched at Cape Canaveral. Takeoff 
was normal. But after separation of first stage, its residual 
fuel carried it forward to bump and deflect: from course the re- 
maining stages. ‘They fired normally, but failed to carry it into 
orbit, on a path northeast from the Cape. Satellite weighed 31 
pounds, was 80 inches long, was designed to measure radiation 
belt. 

August 25: The International Astronautical Federation opened its 
Ninth Annual Congress for a week of meetings in Amsterdam, the 
Netherlands. 

August 26: It was announced that two mice at the University of 
Texas had been kept alive 36 days sealed in a space chamber, 
depending exclusively on the oxygen production of algae sealed 
into the same system with them. 

August 27: The Soviet Union sent two dogs to an altitude of 281 
miles and returned them safely. The payload of the rocket was 
8,718 pounds. In addition to the biological equipment, the rocket 
contained cameras to study the dogs, and a variety of instru- 
ments for geophysical purposes. The rocket was stabilized in 
flight, to prevent rotation. The dogs were named Belyanka 
and Pestraya. ‘The instruments included measurers of free elec- 
trons in the ionosphere, the ionic composition, the concentration 
of positively charged ions, electronic temperatures, air pressure. 
infrared radiation, and micro-meteorite impact. The rocket 
was of single stage construction. Aerodynamic brakes were 
used, and the dog compartment was separated from the main 
rocket for parachute landing near the end of the ride. 
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The President signed the Supplemental Appropriation 
bill, HR 138450, making it Public Law 85-766. The law included 
$80 million for NASA, including $50 million for research and 
development, $25 million for construction and equipment, and 

$5 million for salaries and expenses. 
September 2: Speaking for the President, Ambassador Henry Cabot 
Lodge announced the United States would propose to the United 
Nations a plan for international cooperation in the field of outer 


space. 

Septediber 4: The President appointed to the National Acronautics 
and Space Council Detlev W. Bronk, President of the National 
Academy of Sciences, William A. M. Burden, Lt. Gen. James H. 
Doolittle (ret.), and Alan T. Waterman, Director of the National 
Science Foundation. Statutory members additionally include the 
Secretary of State, the Secretary of Defense, the Chairman of the 
Atomic Eneret Commission, and the Administrator of the Na- 
tional Aeronautics and Space Administration. 

September 5: Lt. Richard H. Tabor began a stay of several days in a 
pressure suit in a chamber exhausted to the equivalent of 80,000 to 
100,000 feet altitude. 

The Air Force announced a delay in the second launching 

attempt of a lunar probe from September 13 until the appropriate . 
time in October. 

September 7: The British Black Knight missile was launched at 
Woomera, Australia to an altitude of over 300 miles. 

September 11: Secretary General Dag Hammarskjold called for an 
international agreement banning possible national claims to the 
Moon or other outer space bodies. 

September 12: Wallops Island was announced as a future satellite 
launching station for the NASA. 

September 24: The President held the first meeting of the National 
Aeronautics and Space Council. 

September 26: Vanguard was launched at Cape Canaveral. Takeoff 
was normal, and all stages fired. The slight failure to attain de- 
sired speed probably carried it into an orbit around the world for 
2 or 3 passes, then it burned on reentry. The satellite weighed 
21.5 pounds, was 20 inches in diameter. It carried instruments 
designed to measure cloud cover, with a tape recorder to store 
data for command release. 

September 29: The United States formally announced it would take 
measures to prevent contamination of the moon on all lunar 
probes, and that it had done so for the abortive August attempt. 

September —: Dr. W. Albert Noyes was appointed chairman of a 
4-man United States committee to draft proposals for interna- 
tional cooperation in the space sciences for the consideration of 
the ICSU (International Council of Scientific Unions). 

October 1: The NASA was activated, and the NACA was abolished 
at the close of business on September 30, with all personnel and 
facilities transferred to the new agency. At the same time, major 
control of space activities in the Department of Defense was 
transferred to NASA. Project Vanguard personnel of the Navy 
were moved to NASA. Two Air Force and two Army lunar 
probes were transferred, but the services kept the actual work 
of construction and launching. 
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October 2: The ICSU executive board presented a plan to create a 
Committee on Space Research, to be known as COSPAR. 

October 8: For the first time, the Soviet Union has supplied to other 
IGY members a telemetry code to Sputnik III, covering only the 
space radiation measurements. 

October 11: Pioneer I, the first successful space probe, was launched 
by the United States from Cape Canaveral, Fla., at 3:42 a. m., 
eastern standard time. The launching was accomplished by the 
Air Force Ballistic Missile Division under the management di- 
rection of the National Aeronautics and Space Administration 
using a Thor-Able rocket combination. The space probe, named 
Pioneer I, reached a record altitude of about 71,000 miles and 
telemetered to earth data on radiation encountered in outer space, 
micrometeors, temperatures, and the earth’s magnetic field. The 
launching vehicle was a 4-stage rocket weighing approximately 
112,000 pounds with a total length of 88.1 feet. velocity of 
35,250 feet per second (24,015 miles per hour) had been planned 
for the probe. However, because the Pioneer I traveled about 
3.5° above the designed flight path, the actual velocity attained 
was about 34,400 feet per second (23,447 miles per hour). The 
toroidal-shaped payload, pierced by the terminal-stage rocket, 
was 29 inches in diameter and weighed 85 pounds. The weight 
of the instrument package itself was approximately 39 pounds. 
Pioneer I was constructed of Fiberglas, and was painted in a 
special pattern as a means of controlling temperatures. Last 
radio contact with Pioneer I occurred at 10:46 p. m., eastern 
standard time, October 12, 1958, as it fell back toward the earth. 
The probe presumably disintegrated in the earth’s atmosphere 
over the South Pacific shortly thereafter. Attempts to modify its 
flight path into a permanent eccentric orbit around the Earth 
foated because a retro-rocket could not be fired following a battery 

ailure. 

October 15: The K-15 rocketship was publicly unveiled for the first 
time. It is designed to be dropped from a bomber over Wendover, 
Utah, rocket upward to coast as much as 100 miles high, then glide 
to a landing at Edwards Air Force Base, Calif. The top speed 
is to be about 3,500 miles per hour. The ship is equipped with 
both normal aerodynamic controls for use in the atmosphere and 
with small steering rockets for use in space. It is intended to 
supply many answers to heating and control. Three such ships 
are being built by North American Aviation for the NASA, the 
Air Force, and the Navy’s joint program. Although not a true 
space ship, the X-15 is an important forward step toward the 
knowledge future ships, particularly those used for controlled 
reentry, will require. 

October 22: Beacon, an intended satellite, launched at Cape Canaveral 
by a Jupiter C. The final stage weighed 42.77 pounds, and in- 
cluded a 9.2 pound aluminized plastic balloon of 12 feet diameter 
for inflation in space. Was to circle at 400 miles, although 
alternatively announced for a 1,500-mile orbit. Within 2 or 3 
minutes of launching, it was apparent the last 2 stages had not 
fired. The point of reentry was unknown. 
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October 27: The first Air Force satellite in a polar orbit is expected 
to be launched in December 1958 or January 1959 from Vanden- 
berg Air Force Base, to study the radiation band of earth. 

October 29: The President held the second meeting of the National 
Aeronautics and Space Council to give preliminary consideration 
to the possible transfer of the Army Ballistic ‘Missile Agency 
facilities and personnel at Huntsville and the Army’s Jet Propul- 
sion Laboratory at the California Institute of Tetbnalogy, Pasa- 
dena, to NASA. 

November 6: Dr. Newell D. Sanders said that Thor Able was capable 
of launching probes to Mars and Venus. Venus will enter a 
favorable postion in 1959, and Mars in 1960-61. 

November 8: Pioneer II, launched by a Thor Able, climbed from Cape 
Canaveral about 1,000 miles, then fell 45 minutes later 7,500 miles 
away over east central Africa, burning on reentry. The third 
stage failed to ignite. The failure seems to have been caused by 
a broken wire. 

November 13: The United States proposed the appointment of a 
United Nations study committee to consider the problems of outer 
space. 

N uation 15: COSPAR ended a meeting at the Royal Society in Lon- 
don in which by-laws and rules were drawn up for the approval 
of ICSU. The president of the executive committee is Prof. H.C. 
van der Hulst of the Netherlands. Other countries represented 
are the United States, France, the U. S. S. R., and the United 
Kingdom. Nine scientific unions and three other scientists are 
represented in COSPAR. 

November 17: Senator Lyndon B. Johnson appeared before the Po- 
litical Committee of the General Assembly of the United Nations 
to demonstrate bipartisan political support for the United States 
plan for study of outer space problems. 

November 18: The Soviet Union withdrew its demand that the prob- 
lems of outer space study be coupled with withdrawal of the 
United States from forward bases. 

The Vanguard satellite was abandoned for any further 
launching attempts during the IGY. 

November 19: ARPA announced that late in 1960, a large communi- 
cations satellite is to be placed in a stationary orbit over the 
Equator at a distance of 22,300 miles above the Earth. This re- 
lay satellite will weigh many tons, Launched by a 3-stage rocket, 
the first stage will include 8 Jupiter-type motors clustered to 
produce about 1.5 million pounds of thrust. Either an Atlas or 
a Titan will make the second stage. A third stage is under 
development. 

November 21: After a deadlock of United States-Soviet negotiations 
on the outer space plan, the United States and 17 other nations 
came forward with a new formula for a study committee. 

A Vanguard was test-fired on the stand, but not launched. 

November 24: The 18-nation plan for a study committee was approved 
by the main Political Committee of the United Nations by a vote 
of 54 to 9 with 18 abstentions. The Soviet bloc voted against 
the plan. Provisions of the plan as passed included the estab- 
lishment of an ad hoc committee to study the resources avail- 
able for the peaceful use of outer space. Work similar to that 
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of the IGY is to be continued. There is to be mutual exchange 
of information, and plans are to be coordinated to the greatest 
extent possible, with opportunity made for all nations to par- 
ticipate. The committee was to consider future organizational 
relations with the United Nations, and the nature of legal prob- 
lems expected to arise in carrying out programs to explore outer 
space. 

Nesta 25: NASA plans for 1959 some 8 space probes, including 
ones to be sent to the vicinity of the Moon, Mars, and Venus, as 
well as the 4 remaining Vanguard satellites. 

November 28: An Atlas missile was shot over full range for the first 
time, a distance of 6,325 miles from Cape Canaveral, into the 
South Atlantic to within 30 miles of the predicted point of impact. 

December 1: Aviation Week reported that a Soviet nuclear-powered 
bomber is now flying. Its speed is said to be in the sonic range, 
with two 35,000 pound thrust nuclear jets, and two conventional 
jets. The gross weight is 300,000 pounds, and the length about 
195 feet. 

The Los Alamos Laboratory announced it is working on 
a space ship propulsion scheme using small nuclear explosions 
rather than an atomic reactor. Rail mounted sleds are to be used 
in the early stage of experimentation. 

December 3: The Department of Defense announced a long-range 
program to put mice, monkeys, and finally men into orbit. The 
first launching of new Project Discoverer is to take place at Van- 
denberg AFB on the California coast in January 1959, at first 
to test the capabilities of the Thor launcher, and later to carry ani- 
mals, leading up to later launchings with Atlas with as much as 5 
tons placed in orbit. Reentry tests will be conducted, and the 5th 
or 6th will carry a monkey instead of mice. The polar orbit 
will call for a southward launching over the Pacific. The first 
vehicle will weigh about 1,300 pounds, with a payload of several 
hundred pounds. Another purpose of the project is to develop 
an early warning capability against enemy missile launchings 
ARPA Director Johnson indicated Sentry launchings would be 
delayed. The early warning version will be called Midas, and 
will be equipped with infrared detectors. 

A new radio telescope at Camp Irwin, Calif., called the 

Goldstone Tracking Facility, is operated by the Jet Propulsion 

Laboratory. It can maintain radio contact at distances up to 

400,000 miles, and by 1962 should be capable of receiving signals 

from as far as 4 billion miles. 

The President held the third meeting of the National Aero- 
nautics and Space Council. At this meeting it was decided 
to transfer the Jet Propulsion Laboratory of the California Insti- 
tute of Technology, an Army contractor, to similar status within 
NASA. The Redstone Arsenal was not transferred at this time, 
but is to serve as a contractor for the NASA on a fully coopera- 
tive basis. The JPL has property of $55 million and a staff 
of 2300. 

December 6: Pioneer IIT, the fourth of five space probes scheduled 
by the United States as part of its contribution to the IGY and 
the second to travel many earth radii out into space, was launched 
from Cape Canaveral, Fla., at 12:45 a. m. eastern standard time. 
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The launching was accomplished by the Army Ballistic Missile 
Agency and the Jet Propulsion Laboratory of the California 
Institute of Technology, under management direction of the 
National Aeronautics and Space Administration. The vehicle 
consisted of a modified Jupiter IRBM, called Juno II, as the 
booster or first stage, and 15 Sergeant rockets clustered in 3 high- 
speed upper stages: 11 in the second stage, 3 in the third, and 1 in 
the fourth stage. The 12.9-pound, gold-plated probe was instru- 
mented to provide information on the Van Allen radiation zone. 
The scientific data were telemetered to earth on a frequency of 
960.05 megacycles. Although the probe did not achieve its maxi- 
mum objective, the environs of the Moon and beyond to a helio- 
centric orbit, its altitude of about 63,000 statute miles above the 
surface of the earth enabled it to obtain valuable scientific data 
through measurements of the Van Allen radiation zone at 2 differ- 
ent times and also at 2 different locations. It is estimated that the 
probe reentered the atmosphere at 2:51 p. m. eastern standard 
time, December 7, 1958, over French Equatorial Africa and, pre- 
sumably, disintegrated. The reason the speed reached 24,000 miles 
per hour instead of 24,955 was the premature cut-off of fuel in the 
first stage, 3 seconds too soon. 

December 13: The United Nations by a vote of 59 to 9 with 19 absten- 
tions approved the United States plan to set up an 18 nation study 
committee on outer space. 

Jupiter launched at Cape Canaveral with 1 pound monkey, 

Gordo, for flight 300 miles up and more than 1,500 miles down 
range. The monkey made the trip, including 8.3 minutes of 
weightlessness without untoward effects, including 10 g during 
take off and 40 g during reentry at 10,000 miles per hour. How- 
ever, the float mechanism failed, and the cone was not recovered. 

December 16: The first Thor launching at Vandenberg Air Force Base 
went its scheduled 1,500 miles out the Pacific Missile Range to open 
such use of the new facility. The same day a shot with similar 
results were obtained at Cape Canaveral with another Thor. 

December 17: NASA assigns the code name Project Mercury to the 
man-in-space goal. Rocketdyne of North American awarded con- 
tract to build an engine of up to 1.5 million pounds of thrust. 

December 18: The United States Air Force, in behalf of ARPA 
successfully launched into orbit from Cape Canaveral the entire 
rocket casing of an Atlas missile at 6:02 p.m. Starting with a 
weight of 244,000 pounds, between 8,500 and 8,700 of which are 
believed to ke in orbit. The apogee was estimated at 920 miles and 
the perigee at 115 miles, giving an estimated life of about 20 days. 
The code name Projeet Score was assigned. Carrying about 150 
pounds of instruments, the satellite was designed as a communica- 
tions relay station. The total thrust of the rocket was about 
360,000 pounds. The orbit was at an angle of 32° to the Equator. 

December 19: The President’s voice was broadeast from a tape re- 
corder on the Atlas satellite, on 132.435 and 132.905 megacycles. 

The Bold Orion, WS-199, test vehicle was launched: from a 

B-58 bomber flying at 1100 miles per hour over Cape Canaveral. 

The new ballistic missile with a range of. 1,000 to 1,500 miles 

is to be launched at altitudes up to 60,000 feet, will climb to 150 
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miles. Earlier versions built by Martin launched from B47 
bombers have traveled over 1,000 miles. There is an equally 
successful Convair-Lockheed version. 

December 20: New messages were sent to the Atlas satellite, both 
voice and teletype, to be recorded and then rebroadcast on com- 
mand later. 

The first attempt to launch a Titan at Cape Canaveral 

was cut off after ignition because of a malfunction. General 

Schriever announced that later the Titan will be capable of 

manned circumlunar flight. 

Leonid Sedov in Moscow pointed out that all three Soviet 
sputniks put heavier carrier rockets into orbit than the Atlas 
satellite, and that in contrast with the announced Atlas pay- 
load, even the 184 pounds of Sputnik I was greater, not to 
mention the 1118 pounds of Sputnik IT and the 2,919 pounds of 
Sputnik IIT. He also pointed out that the lowest Sputnik alti- 
tudes were 140 miles, giving a longer lifetime for all launchings. 

December 21: Seven teletype messages were sent simultaneously to the 
Atlas satellite, and on the next orbit all seven messages were de- 
livered simultaneously. Later that day, seven simultaneous mes- 
sages were sent to the satellite, and concurrently were rebroadcast 
with successful pickup at other stations. 

December 23: The first C-series Atlas was fired at Cape Canaveral, 
performing perfectly in a 4,000-mile flight. 

December 24: Dr. Herbert F. York is named to the post of Director 
of Defense Research and Engineering in the Department of 
Defense. 

December 27: The President approved establishment of a new Federal 
Council for Science and Technology, to be headed by Dr. James 
R. Killian, Jr. The move is apparently designed to head off the 
creation of a new Department oF Science. The President’s Scien- 
tific Advisory Committee prepared the report. The Council will 
probably include the heads of the National Science Foundation 
the Atomic Energy Commission, the National Aeronautics and 
Space Administration, the Research and Engineering Assistant 
Secretary of the Department of Defense, and policy officials from 
Commerce, Interior, Agriculture, and Health, Education, and 
Welfare. 

——Dr. James Van Allen revealed from Pioneer III data 
that the Earth is surrounded by two bands of radiation. The 
first band begins 400 to 600 miles up, reaches a peak between 1,400 
and 3,400 miles, falls off sharply, then rises te a new peak between 
8,000 and 12,000 miles out, then falling off to very low values. The 
Karth’s magnetic field is insignificant after about 86,000 miles. 
The radiation belt has openings at the poles so that launchings 
can escape the worst effects. It is not yet known whether the 
particles are electrons or protons, with a consequent uncertaint 
over the number of roentgens strength. If protons, the pea 
strength (the second layer) is 100 roentgens an four if electrons, 
about 10 roentgens an hour. 

December 29: The Department of Defense revised the estimated life of 


- Atlas satellite to 45 days, from the previously estimated 20 
ays. 
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POSTSCRIPT 


January 2, 1959: Within minutes of the time this committee met to 
approve this report came the announcement from Radio Moscow 
that a Soviet lunar probe was traveling in the direction of the 
Moon after attaining a speed of better than 25,000 miles per hour. 
It was already 66,000 miles on the way, and reportedly consisted 
of a final stage weighing 3,245 pounds, with a 796-pound instru- 
ment package. Instruments said to be contained were to meas- 
ure the magnetic field of the Moon, cosmic ray intensity, gamma 
radiation, radioactivity of the Moon, heavy nuclei in cosmic rays, 
the gas composition of space, meteor impacts, and corpuscular 


radiation. If the report details are borne out this chronology 
ends on as jarring a note as it began, 


O 
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Mr. Harris, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[Pursuant to H. Res. 99 pertaining to independent regulatory commissions] 
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The Subcommittee on Legislative Oversight of the Committee on 
Interstate and Foreign Commerce herewith submits its report of the 
subcommittee’s activities and certain recommendations for legislative 
and administrative action. 


I. IwrropuctTion 


THE LEGISLATIVE BACKGROUND AND PURPOSES OF THE SUBCOMMITTEE 


Under the rules of the House of Representatives and of the Senate, 
all proposed legislation, messages, petitions, memorials, and other 
matters relating to certain specified subjects are referred to one or 
another of the standing committees of each legislative chamber. The 
subject matter under the jurisdiction of each standing committee is 
specifically spelled out. Such jurisc iction of the House Committee on 
Interstate and Foreign Commerce is as follows: 

1. Interstate and foreign commerce generally. 

2. Regulation of interstate and foreign transportation, except 
transportation by water not subject to the jurisdiction of the 
Interstate Commerce Commission. 

3. Regulation of interstate and foreign communications. 

4. Civil aeronautics, 

5. Weather Bureau. 

6. Interstate oil compacts, and petroleum and natural gas, ex- 
cept on the public lands. 

7. Securities and exchanges. 

8. Regulation of interstate transmission of power, except the 
installation of connections between Government waterpower 
projects. 

9. Railroad labor and railroad retirement and unemployment, 
except revenue measures relating thereto. 

10. Public health and quarantine. 

11. Inland waterways. 

12. Bureau of Standards, standardization of weights and 
measures, and the metric system. 

In addition to this legislative duty, however, each standing com- 
mittee of the Senate ae the House of Representatives is given the 
added en of exercising “continuous watchfulness of the 
execution by the administrative agencies concerned of any laws the 
subject matter of which is within the jurisdiction of such committee.” 
This direction and responsibility is set forth in section 136 of the 
Legislative Reorganization Act of 1946 under the caption, “Legislative 
Oversight by Standing Committees.” 

The Legislative Reorganization Act of some 12 years ago, however, 
contains certain provisions with respect to investigatory powers, 
applicable to the standing committees of the Senate, which do not 
apply to the standing committees of the House. It has been cus- 
tomary, therefore, at the start of each Congress, commencing in 1947, 
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for each standing committee of the House to introduce resolutions 
which, when passed by the House, give the standing committee the 
necessary authorization, power, and funds to carry out these legislative 
and investigatory responsibilities. For this purpose, House Resolu- 
tion 99, authorizing investigations and studies, was introduced by 
Chairman Harris on January 14, 1957.2 

On February 5, 1957, at the time the House was considering this 
routine resolution to authorize the “legislative oversight” activities 


of the Committee on Interstate and Foreign Commerce, Speaker 
Rayburn took the floor to comment : 


I have asked the gentleman to yield for a purpose. Dur- 
ing the time that I have been a Member of the Congress, 
every board and commission of this Government except 


1 The resolution is as follows: 


[H. Res. 99, as amended by H. Res. 197 and H. Res. 316] 
RESOLUTION 


Resolved, That effective from January 4, 1957, the Committee on Interstate and Foreign 
Commerce may make investigations and studies into matters within its jurisdiction, 
including the following: 

(1) Policies with respect to competition among the various modes of transportation, 
whether rail, air, motor, water, or pipeline; measures for increased safety ; and adequacy 
of the national transportation system for defense and the needs of an expanding economy ; 

(2) Policies with respect to the promotion of the development of civil aviation ; meas- 
ures for increased safety ; restrictions on American air carriers which impede the free flow 
of commerce; rates, accounts, and continuance of subsidy payments; airport construction, 
hazards of adjacency to airports, and condemnation of airspace; aircraft and airline lia- 
bility ; aircraft research and development, and market for American aircraft; and air 
navigational aids and traffic control ; 

(3) Availability of channels for allocation for radio and television; and divestment of 
international radio and cable facilities ; 

(4) Adequacy of the protection to investors afforded by the disclosure and regulatory 
provisions of the various Securities Acts; 

(5) Adequaey of petroleum, natural gas, and electric energy resources for defense and 
the needs of an expanding economy; adequacy, promotion, regulation, and safety of the 
facilities for extraction or generation, transmission and distribution of such resources; 
development of synthetic liquid fuel processes; and regulation of security issues of and 
control of natural gas pipeline companies : 

(6) Advertising, fair competition, and lenettong 

(7) Research in weather, including air pollution and smog, and artificially induced 
weather; research into the basic sciences; and standards and weights and measures ; 

(8) Effects of inflation upon benefits provided under railroad retirement and railroad 
unemployment programs; and inequities in provisions of statutes relating thereto, with 
comparison of benefits under the social system ; 

(9) Adequacy of medical facilities, medical personnel, and medical teaching and train- 
ing facilities; research into human diseases; provisions for medical care; efficient and 
effective quarantine ; protection to users against incorrectly labeled and deleterious foods, 
drugs, cosmetics, and devices ; and other matters relating to public health ; 

(10) Disposition of funds arising from the operation of the Trading With the DPnemy 


ct; 

(11) Current and prospective consumption of newsprint and other papers used in the 
printing of newspapers, magazines, or such other publications as are admitted to second- 
class mailing privileges; current and prospective production and supply of such papers, 
factors affecting such supply; and possibilities of additional production through the use 
of alternative source materials ; 

(12) Increase in traffic accidents on the streets and highways of the United States 
during recent years; factors responsible for such increase, the resulting deaths, personal 
injuries, and economic losses; and measures for eliminating such accidents or reducing 
their frequency and severity ; and 

(18) The administration and enforcement by Departments and agencies of the Govern- 
ment of provisions of law relating to subjects which are within the jurisdiction of such 
committee. 

For the purposes of such investigations and studies the committee, or any subcommittee 
thereof, may sit and act during the present Congress at such times and places within or 
outside the United States, its Territories and possessions, and the Commonwealth of Puerto 
Rico, whether the House has recessed, or has adjourned, to hold such hearings, and to 
require, by subpena or otherwise, the attendance and testimony of such witnesses and the 
production of such books, records, correspondence, memoranda, papers, and documents, as 
it deems necessary. Subpenas may be issued under the signature of the chairman of the 
committee or any member of the committee designated by him, and may be served by any 
person designated by such chairman or member. 

The committee may report to the House at any time during the present Congress the 
results of any investigation or study made under authority of this resolution, together 
with such recommendations as it deems appropriate. Any such report shall be filed with 
the Clerk of the House if the House is not in session. 
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the Interstate Commerce Commission has been set up, many 
of them from the committee of which I was a member, 
the Federal Power Commission, the Federal Trade Com- 
mission, and the Federal Communications Commission, and 
the three laws administered by the Securities and Exchange 
Commission, the Securities Act of 1933, the Stock Exchange 
Regulation Act of 1934, and the Utilities Holding Company 
Act of 1935. 

I trust that the gentleman will set up a subcommittee, 
and I think under the broad authority of this resolution he 
has that authority to go into the administration of each and 
every one of these laws to see whether or not the law, as we 
intended it, is being carried out or whether a great many of 
these laws are being repealed or revamped by those who 
administer them. 


Chairman Harris replied: 


May I say to our distinguished Speaker, in our committee 
session this morning in the discussion of the establishment 
of subcommittees and special subcommittees, this particular 
subject was discussed on the basis that the Reorganization 
Act of 1946 directs each committee to keep watch over the 
agencies of the Government as to the administration of the 
law. We discussed this problem of setting up a committee 
for such purpose. 

It is my intention, as the chairman of the Interstate and 
Foreign Commerce Committee, to set up a special subcom- 
mittee to investigate the administration of the laws as 
intended by Congress, whieh comes under our jurisdiction. 
They are established as arms of the Congress, and appro- 
priately report to the Congress. We will endeavor to be 
objective, and I intend to announce the committee in the 
next few days. 


On March 6, 1957, Chairman Harris announced the composition 
of the Special Subcommittee on Legislative Oversight, as follows: 
Messrs. Moulder (chairman), Williams, Mack, Flynt, Moss, O'Hara, 
Hale, Heselton, and Bennett, with Messrs. Harris and Wolverton, 
ex officio members with voting privileges. On March 11, Mr. Harris 
introduced House Resolution 191 to provide funds for the activities 
of the Special Subcommittee on Legislative Oversight, supported by 
the committee in a formal resolution adopted by it on April 9, 1957.? 


* The resolution reads as follows: 

Whereas section 136 of the Legislative Reorganization Act of 1946, and the Rules of the 
House, provide that to assist the Congress in appraising the administration of the laws 
each standing committee shall exercise continuous watchfulness of the execution of the 
laws by the agencies of the Government within the jurisdiction of the committee; and 

Whereas House Resolution 99, Bighty-fifth Congress, authorizes the Committee on Inter- 
state and Foreign Commerce to investigate and study the administration and enforcement 
by departments and agencies of the Government of provisions of law relating to subjects 
which are within the jurisdiction of the committee; and 

Whereas in the consideration of House Resolution 99 by the House at the time of its 
passage, Speaker Rayburn, former chairman of the Committee on Interstate and Foreign 
Commerce, expressed his desire that under the authority of the resolution the committee 
would create a subcommittee to go into the administration of the laws to see whether or 
not the laws as intended by the Congress were being carried out or whether they were being 
repealed or revamped by those who administer them ; and 

hereas, among others, the Speaker referred to the Interstate Commerce Commission 
the Federal Communications Commission, the Federal Power Commission, the Federal 
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When House Resolution 191 was considered by the House, on April 
ss 1957, Mr. LeCompte, the ranking minority member, said to the 
ouse : 


Mr. Speaker, I understand that all members of the Com- 
mittee on Interstate and Foreign Commerce feel that this 
money was needed for investigations. I was in hopes that we 
might appropriate about half that much at this time, and as 
they could get along with their investigation, we could give 
them more money later on, if it was needed. That was my 
feeling. 


Then, after some colloquy, the Speaker, Mr. Rayburn, asked the 
chairman, Mr. Burleson, to yield and made this statement : 


I might say this with reference to the question of over- 
lapping : The Committee on Government Operations has done 
some wonderful work on some of these matters. But it does 
not feel that it is the proper function of that committee to go 
into it like the Committee on Interstate and Foreign Com- 
merce would. The chairman of that committee has agreed 
to turn over all the facts and information that have been de- 
veloped by his committee to the Committee on Interstate 
and Foreign Commerce. I might say, as I have said on the 
floor before—and I know Meader have heard me say this— 
I served on the Committee on Interstate and Foreign Com- 
merce when it worked on and developed practically all the 
laws that are proposed to be investigated. 

It goes back a good way. I have been here at the birth of 
every commission and every board in this Government except 
the Interstate Commerce Commission—that was in 1887. tt 
goes back to the Wilson, Harding, and Coolidge administra- 
tions, and so forth, down to this very time. 

As I said on the floor awhile ago, I do believe it will be truly 
in the interest of public service and in the interest of the 
people of the United States if this very capable committee— 
and it is one of the most capable in the House of Represent- 
atives—has the opportunity to go into these matters and see 
whether or not the laws have been faithfully executed and 
whether or not administratively some of these laws or the 
intent of some of these laws are being disregarded. I have 
heard such complaints many times. 


Trade Commission, and the Securities and Hxchange Commission, all of which administer 
laws vs the legislative oversight of the Committee on Interstate and Foreign Com- 
merce; an 

Whereas, in furtherance of its duties under the Reorganization Act, the Rules of the 
House, and House Resolution 99, the Committee on Interstate and Foreign Commerce on 
March 6, 1957, has created a Subcommittee on Legislative Oversight to review, study, and 
examine the execution of the laws by the administrative and independent agencies of the 
Government within the jurisdiction of the committee ; and 

Whereas the proper discharge by the subcommittee of its responsibilities for achieving 
the objectives for which it has been created by the Committee on Interstate and Forel 
Commerce necessitate the subcommittee having at its disposal funds adequate for the 
employment of staff suitable to assist in the review, study, and examination of the execu- 
tion of the laws by the agencies of Government: Now be it 

Resolved, That the Committee on Interstate and Foreign Commerce fully supports the 
request for additional funds in the amount of $250,000 contained in House Resolution 191 
and authorizes and directs the chairman of the committee to initiate and pursue all appre- 
were on s peenty the authorization of such funds from the House. 

pril 9, : 
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The Interstate Commerce Commission Act came out of 
this Committee on Interstate and Foreign Commerce. The 
Federal Power Act came out of that committee. The 
Federal Trade Act came out of the Committee on Interstate 
and Foreign Commerce. The Federal Communications Act 
came out of that committee. The Securities and Exch 
Commission Act came out of that committee. The Securities 
Act of 1933 and the Stock Exchange and Regulation Act of 
1934 came out of that committee. The Utility Holding Act of 
1935 came out of that committee. They all came out of 
this great committee. 

If there is a committee in the Congress, a committee 
capable as a result of the work they have been doing, capable 
of making a thorough investigation of these laws and the 
execution of the laws administratively, certainly it is the 
Committee on Interstate and Foreign Commerce. 


Mr. Rayburn then said: 


Under the leadership of such men as the gentleman from 
Arkansas [ Mr. sels and the gentleman from New Jersey 
[Mr. Wolverton], who sat in on that committee during most 
of my service on the commitee and during all the years of 
my chairmanship, and who was one of the most helpful men 
on the committee to me in the enactment of these laws. 
These two men and the committee, in my opinion, will do 
a great job and it will be worth every dollar that this in- 
vestigation is supposed to cost. I hope the resolution will 
pass and that this committee may move forward in a field 
which I think ought to be looked into. 


Then following this statement, and other colloquy, the majority 
leader, Mr. McCormack, said : 


As a matter of fact, this is an economy move just the oppo- 
site to what some of my friends argue. This is a matter of 
great importance to countless millions of persons in the 
United States looking into the policies of these various agen- 
cies. There are about 18 or 20 that will be surveyed, so that 
this is a very broad matter not confined to one or two agen- 
cies but covers several large ones and a number of other agen- 
cies that are parts of departments. We have a bill ceiittitia 
to change our appropriation theory from an obligation to an 
accrued expenditure basis. If that bill goes through—and I 
am passing no oe on the bill one way or the other now— 
in order for the Congress to perform its duties under that bill, 
we would have to create a legislative bureau of the budget in 
order to assist the Committee on Appropriations and the 
other committees and to assist the Members in ascertaining 
the full facts. So, this is an economy measure and, while it 
appropriates $250,000, the net result of it will be, in my 
opinion, a saving of countless millions of dollars to the 
taxpayers of our country. 


Thus was made the history of the authorization of the investigation. 
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SCOPE OF SUBCOMMITTEE ACTIVITY 


On April 18, 1957, the subcommittee, after most careful considera- 
tion adopted a policy outlining the scope of the subcommittee’s 
activity. This was publicly announced by Chairman Moulder at 
that time, and is a follows: 


Representative Morgan M. Moulder, chairman of the Sub- 
committee on Legislative Oversight of the House Committee 
on Interstate and Foreign Commerce, announced that in 
executive session today the subcommittee had adopted, with 
the approval of Committee Chairman Oren Harris, the fol- 
lowing outline of the scope of the subcommittee’s activities: 


Purposes 


To examine the execution of the laws by the administrative 
agencies, administering laws within the legislative jurisdic- 
tion of the committee, to see whether or not the law as the 
Congress intended in its enactment has been and is being 
carried out or whether it has been and is being repealed or 
revamped by those who administer it. 


Dual approach 


(1) Whether the law has been and is being faithfully exe- 
cuted by the agency in the public interest, and 

(2) Whether the law and the statutory standards it con- 
tains have been and are being interpreted by rule, or in- 
ternal procedures, to enlarge the area of regulation beyond 
that intended, and to administer it through procedures not 
intended by the Congress. 
Agencies to be examined 

(1) Civil Aeronautics Administration, Civil Aeronautics 
Board, Federal Communications Commission, Federal 
Power Commission, Federal Trade Commission, Food and 
Drug Administration, Interstate Commerce Commission, 
Securities and Exchange Commission ; 

(2) Bureau of Standards, National Institutes of Health, 
National Science Foundation, Weather Bureau; and 
re Foreign Claims Settlement Commission, Office of 

jen Property, Public Health Service, Railroad Retirement 
Board, and other agencies within legislative jurisdiction 
piithe committee. 
Sabgects to be considered 


‘li¢ppdRaelew and analysis of the laws and amendments, 

snPulted tf the Congress when enacted ; 

91 (dyiK How GF 'the field regulated by each law, changing cir- 

Sifistaheewahd Srowth of the field since enactment ; 

1 (3) "Cénbidewition of the legislative standards in the law 

t6' détertind whether they can be drafted in more precise 

tenis with the view %f reducing administrative discretion ; 

(4) Consideration of rules and regulations issued by the 

Oi BRPRSY nPMEFo thersdasquetionary delegations, reconciliation 

with statutory standards and legislative intent, manner in 

which rules have been applied in practice ; 
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(5) Administrative interpretations and practices apart 
from formal rules and regulations, public notice of such 
interpretations and practices, extent to which in fact ad- 
ministration is by internal interpretations as distinct from 
published rules ; 

(6) Judicial decisions on the administration of the law by 
the agency, the statutory standards, rules and regulations, 
and administrative interpretation; enlargement of area of 
regulation supported by the decisions; 

(7) Enforcement of statute, rules and regulations; and 

(8) Organization of agency: 

(a) Independence and bipartisanship of Commission, 
as intended in its creation; identification of-the regu- 
lators with the regulated; 

(5) Personnel: Experience, relationship to agency 
policy, status under civil service; and 

(c) Workload, distribution of personnel as to statu- 
tory duties or on duties assumed through administra- 
tive interpretations, coordination with State and other 
regulatory agencies, trade or industry enforcement 
groups. 


The subcommittee had the problems of organizing and planning its 
program and of obtaining a staff. The subcommittee decided that it 
would give its efforts to obtaining a staff during the first session of 
this Congress, so that it would be ready for active work by the end of 
the session in August. A staff composed of legal, investigating, and 
clerical personnel, with Mr. Bernard Schwartz as chief counsel and 
staff director was finally selected.$ 

Furthermore, it was understood that following adjournment, the 
staff would undertake its work and investigation in accordance with 
the policy outlined and agreed to by the subcommittee. This was 
made perfectly clear to every member of the staff. It was further 
understood that after the staff had had opportunity to obtain infor- 
mation, hearings to further carry out the subcommittee’s responsi- 
bility would be undertaken early in the second session of the 85th 
Congress. 

During the adjournment period certain complications with some reg- 
ulatory agencies developed. The subcommittee met during October. 
The problems generally were resolved, full cooperation secured, and 
the staff presumably went forward in accordance with the policy state- 
ment of the previous April. 

On January 8, 1958, the subcommittee had presented to it a memo- 
randum that was labeled “Confidential Memorandum,” by the Chief 
Counsel. Thissuggested that the hearings start off with only 1 agency 
and was generally confined to 1 subhead of the 8 subjects in the sub- 
committee’s Memorandum of Policy. 

The subcommittee, after discussion, decided that in carrying out 
its announced policy, the initial hearings should be directed to areas 
applicable to all of the regulatory agencies, and then lead into specific 
matters affecting each of the agencies. 


3? Services of Mr. Schwartz were terminated February 10, 1958. Mr. Moulder, for per- 
sonal reasons, on February 11, 1958, resigned as chairman of the subcommittee. 
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At an executive session on January 13, 1958, the subcommittee 
adopted the following resolution covering the procedures at its initial 
hearing: 

In order to determine whether or not the Civil Aeronautics 
Board, Federal Communications Commission, Federal Power 
Commission, Federal Trade Commission, Interstate Com- 
merce Commission, and Securities and Exchange Commission 
are administering their respective statutes without departure 
from the intent of the Congress in enacting such statutes, the 
Subcommittee on Legislative Oversight has decided first to 
examine a few important areas of inquiry common to all or a 
majority of the Commissions. Such areas of inquiry common 
to all or a majority of the Commissions should disclose 
whether or not there had been variation from the intent of 
the Congress in enacting the respective statute administered. 

The hearings will begin on January 27, 1958. 


The subcommittee then instructed its chairman to issue the following 
memorandum : 


The hearings scheduled to begin on January 27, 1958, 
shall present a general survey of work of the Civil Aeronau- 
tics Board, Federal Communications Commission, Federal 
Power Commission, Federal Trade Commission, Interstate 
Commerce Commission, and the Securities and Exchange 
Commission. 

Questions to be presented at these hearings should be di- 
rected toward but not limited to the following: 

. Powers given in any enabling statute. 
. Their possible inadequacy. 
. Attempts to ameliorate these by agency rules. 
. Status with respect to executive branch. 
. Status with respect to legislative branch. 
. Status with respect to judicial branch. 
. General discussion of agency functions: 
(a) Licensing. 
(b) Ratemaking. 
(c) Cease-and-desist powers. 
(d) Subsidy. 

8. Functions of the Commissions in quasi-legislative 
matters, rulemaking. 

9. Functions of Commissions on quasi-judicial mat- 
ters. 

10. Changes in areas regulated. 


Following a general survey of the regulatory agencies initiated 
January 27 and continuing through January 28, 29, and 30, the sub- 
committee, on February 3, commenced hearings upon the charges 
as to personal conduct of the members of the Federal Communications 
Commission. 

Thereafter, from February to November 26, 1958, the subcommittee 
held hearings on the administration of the law by commissions. The 
subcommittee’s inquiry in the field of improper ex parte pressures has 
received the most widespread publicity. However, this should not be 
allowed to overshadow completely the subcommittee’s activities re- 
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specting other matters of fundamental importance which were en- 
trusted to it for investigation, study, and recommendation. 
Because of limitations of time and of budget our inquiry has been 
confined to only certain of the functions and activities of six of 
the foregoing commissions, namely, the Federal Communications 
Commission, Securities and Exchange Commission, Federal Trade 
Commission, Federal Power Commission, Interstate Commerce Com- 
mission, and Civil Aeronautics Board. Commencing October 17, 
1957, the subcommittee has held public hearings on 89 days and has 
heard 136 witnesses. .The hearing record transcript, exclusive of 
exhibits and documents placed in the subcommittee files, total 11,306 
ages. 
5 The record reflects the diligent efforts which have been made 
to fulfill the responsibilities placed upon us. However, we have been 
able to make inquiries into only a portion of the myriad activities of 
the six regulatory agencies. As stated in our interim report (No. 1602, 
85th Cong., 2d sess.), and by one of the witnesses before us, our task 
was herculean. Sufficient inquiry and study have been made, never- 
theless, to justify the recommendations herewith submitted. 


II. RecoMMENDATIONS 


To promote the fair and efficient administration of the law by the 
six independent regulatory commissions and agencies (referred to 
hereinafter as “commissions”), the subcommittee offers the following 
recommendations: 


A. ACROSS-THE-BOARD LEGISLATION FOR THE COMMISSIONS 


1. A code of ethics governing the conduct of commissioners, com- 
mission employees, practitioners, and others who appear before the 
commissions, should be enacted into law. Provision should be made 
for civil and criminal sanctions and for continuous enforcement. 

2. Ex parte or extra record representations or communications, 
written or unwritten, not authorized by statute made to any commis- 
sioner or commission employee for the purpose of influencing the 
decision or action in any proceeding or other matter involving necessity 
for commisison decision or action should be prohibited in a law pro- 
viding both civil sanctions and criminal penalties. Persons who aid 
and abet in the making of such unauthorized representations or com- 
munications should be included in the coverage of this law. 

3. Written communications received by any commissioner or com- 
mission employee from any Member of the United States Congress 
or from any person in the executive branch pertaining to any pro- 
ceeding or projected proceeding should be made forthwith a part 
of the public record. There should also be inserted in the public 
record a memorandum setting forth the substance of any nonwritten 
communication received from any Member of Congress or from any 
person in the executive branch. A copy of any such memorandum 
should be forthwith transmitted to the member or person who made 
such nonwritten communication. 

4, Any communication, written or nonwritten, to or from a com- 
missioner or commission employee, pertaining to any proceeding which 
by law or by commission rule or practice must be determined upon 
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the record shall be included in the public record. A memorandum 
containing the substance of any such nonwritten communication shall 
be included in such record. 

5. Any written communication, to or from any member or employee 
of any commission, relating to any matter within the jurisdiction of 
the commission, shall be deemed an official communication. Any 
written communication to, and a copy of any w ritten communication 
from, any member or employee of any commission shall be placed in 
the official files of the commission and shall not be removed therefrom 
ae in accordance with law. 

6. Any applicant, interested person or party, who represents him- 
self in any proceeding before a commission; and any person, firm, 
corporation, association or organization, or agent or representative 
thereof, who for anything of value, received directly or indirectly, 
represents or acts on behalf of any such applicant, person, or party, in 
any proceeding before a commission, shall file with it a written notice 
of appearance, stating for whom he appears or acts and in what 
capacity. This notice of appearance shall be made forthwith a part 
of the public record. Off-the-record interviews relating to any pro- 
ceeding or projected proceeding before a commission by any 
person, whether by a party or by one having filed a notice of appear- 
ance or not, with any commissioner or commission employee shall 
be noted by the commissioner or employee and a memorandum showing 
such contact and its substance shall be placed in the file of the pro- 
ceeding and in the file of the commission as an official document. For 
failure to file the notice and for off-the-record contacts intended to 
influence a commission decision, civil and criminal penalties should 
be peers 

. Any applicant or party or representative thereof or other per- 
son wae causes, or aids and abets a person to make ex parte contacts 
with a commissioner or an employee of a commission for the purpose 
of influencing the decision or action in a pending or projected matter 
should be subjected to civil sanctions and criminal penalties. 

8. Provision should be made for administrative and civil sanctions 
and procedures whereby a commission can effectively enforce the stat- 
ute and its own rules and regulations. Violators presently know that 
they can keep the fruits of their violation and go scot free because the 
drastic nature of existing sanctions prevents their effective e applica- 
tion or because the cumbersome procedure for enforcing existing 

sanctions or penalties make them of no practical effect. 

9. Commissioners and employees of commissions should be prohib- 
ited, under civil sanctions and criminal penalties, from making unau- 
thorized disclosure of any vote, opinion, or recommendation or 
information in the commission pertaining to any proceeding, or pro- 
jected proceeding. The person or persons instigating such leaks 
should also be subjected to civil sanctions and criminal penalties. 

10. Each commission should be allowed, as a matter of right, to par- 
ticipate and be represented in judicial proceedings involving the statute 
and regulations which it administers. 

11. Each commission should be required to grant or deny any motion 
by a party or interested person in any proceeding of record before it 
within 60 days after filing of the motion. Failure to so act shall 
be deemed a denial of the motion from which an appeal will lie; pro- 
vided, however, that for good cause shown on the record after hearing 
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on due notice to parties and interested persons, the commission may 
extend by public notice for a period not to exceed 120 days from date 
of filing of the motion, the time within which it may act thereon and 
if no action is taken by it within such extended period it shall be 
deemed a denial of the motion. 

12. The chairman of each commission should be selected by the mem- 
bers thereof and his term as chairman should be for not longer than 
a 3-year period. 

13. The President should be authorized by law to remove any mem- 
ber of any commission for neglect of duty or malfeasance in office, and 
for no other cause. 

14. Each commission should be directed by law that the commission, 
or the majority of the commission, as the case may be, designate a 
commissioner to prepare or have prepared under his personal direc- 
tion the opinion or decision of the commission, or of the majority of 
the commission, in any case submitted to the commission for decision, 
and that the commissioner thus designated shall sign his name to the 
opinion or decision. Care should be taken in such designation to 
rotate this responsibility among the commissioners so that every com- 
missioner is designated to prepare opinions in all types of cases and 
to avoid specialization by individual commissioners. 


B. LEGISLATION FOR EACH COMMISSION 


(1) Federal Communications Commission 


1. Section 310 of the Communications Act of 1934, as amended, 
should be further amended to declare the policy of Congress to prevent 
trafficking in licenses. It should provide that no person shall enter 
into any negotiations for the purchase or sale of a license or permit 
without first apprising the Commission of the proposed transaction 
and receiving its approval for carrying on such negotiations. When- 
ever an application for approval of a transfer is filed, the Commission 
shall cause public notice to be given of the filing and application, in- 
cluding the amount of the consideration to be given therefor. 

The clause which forbids the Commission to consider whether the 
public interest would be served by the transfer of the license or permit 
to some other person should be repealed. 

In all cases of proposed transfer of licenses or permits or of a con- 
trolling interest in a licensee the Commission should be required to 
hold a public hearing prior to approving a proposed transfer unless it 
makes and enters in its minutes, which shall be available for exami- 
nation by the public, a finding that, because of special circumstances, 
the public interest will be served better by approving the transfer 
without a hearing. 

2. Section 310 of the Communications Act of 1934, as amended, 
should be further amended so as to prohibit direct or indirect payoffs 
of competing applicants, except in the proved amount of out-of- 
pocket expenses, and to prohibit swapoffs between applicants for other 
licenses whether or not the proceeding is pending in the Commission 
or in a court of appeal from the Commission. Upon approval by the 
Commission of any such proposed payoff, it should issue public notice 
of such approval, said notice to inform the public that for a period of 
not less than 30 days thereafter other applications for a license for 
the same facility may be filed with the Commission. 
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3. Section 5 (c) of the act, as amended, should be further amended 
so as to bring its provisions respecting separation of staff from the 
Commission in line with the similar statutory provisions applicable 
to the other five commissions. It is anomalous that the General Coun- 
sel of this Commission cannot freely consult with the Commission 
once a matter has reached the so-called adjudicatory posture. 

To the extent that a separate staff performing the functions of the 
“review staff” established under section 5 (c) of the Communications 
Act of 1934, as amended, is continued in existence, provision should be 
made that such staff prepare opinions or decisions for the Commission, 
or the majority of the Commission, only in accordance with specific 
directions of the Commissioner designated by the Commission, or by 
the majority of the Commission, to prepare the opinion or decision. 

4. Section 307 of the act, as amended, should be further amended by 
adding a requirement for public hearing before the issuance of any 
television license. Al interested parties shall be afforded opportunity 
to be heard. 

5. Section 409 (c) (2) of the Communications Act of 1934, as 
amended, should be further amended to provide that in any case or 
matter where the Commission is determining on a record as between 
contending parties, public or private, any right, privilege, license, 
obligation, liability, sanction, or status of a person or persons, no per- 
son, or party or representative thereof, who has participated in the 
presentation or preparation with respect to such case or matter should 
make presentation to the Commission or any of its employees except 
upon notice to the other parties or contestants, and such presentation 
should, if written, be forthwith included in the record, and, if non- 
written, a memorandum stating the substance thereof should be forth- 
with prepared by the recipient and included in the record. Provisions 
should be made that the amendment will not prevent consultation in 
such cases or matters among the commissioners, their assistants, coun- 
sel, and the review staff. 

6. Section 4 (b) of the act, as amended, should be further amended 
by deleting therefrom the honorarium provision. 


(2) Civil Aeronautics Board 


1. Section 801 of the Federal Aviation Act of 1958, should be 
amended to provide that the choice of carriers in international route 
matters shall be made by the Civil Aeronautics Board, provided 
that within 90 days after submission to the President of the decision 
of the Civil Aeronautics Board the President may for overriding 
reasons of foreign policy or national security veto such decision. 
Thereafter the Board shall reopen the proceeding to choose another 
carrier. Inno case shall the President direct the choice of a particular 
carrier. 

2. The Board should be given authority to regulate property and 
passenger rates in foreign air transportation. 


(3) Securities and Exchange Commission 

1. Section 4 of the Securities Act of 1933, as amended, should be 
further amended by adding thereto a new section providing that trans- 
actions by an issuer purportedly not involving any public offering 
shall not be exempt unless or until exempt opinions or notices of lack 
of objection thereto are rendered by the Commission. 
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2. The Commission should be required to take appropriate action 
respecting any registered company which fails or refuses to file re- 
— reports or files with it false and misleading or materially de- 

cient reports. Authority should be given to the Commission to 
impose civil sanctions: Provided, however, That such authority or its 
exercise should not diminish or affect existing provisions of law 
respecting civil sanctions or criminal penalties. 

3. The Investment Advisers Act of 1940, as amended, should be 
further amended so as to prohibit an investment adviser from furnish- 
ing advice with respect to any security in which he or any employee or 
agent, or officers, directors or agents, or any principal in or affiliate of 
such adviser, if it be other than an individual, has an interest, direct 
or indirect: Provided, however, That civil sanctions and criminal 
penalties shall not be imposed if prior to, or at the time of 
rendering such investment advice, the investment adviser fully dis- 
closes the nature and extent of his or its interest in the security 
involved. 

The Commission should be required to publicize the names of the 
violators, the nature and extent of the violation, the securities, com- 
panies, and individuals involved, the sanctions imposed and the relief 
provided by Commission action. 


(4) Federal Power Commission 


1. Section 10 (d) of the Federal Power Act, as amended, presently 
requires “that after the first 20 years of operation, out oF surplus 
earned thereafter, if any, accumulated in excess of a specified reason- 
able rate of return” upon the actual, legitimate (net) investment a 
licensee “* * * shall establish and maintain amortization reserves.” 
This provision of the statute is not always adaptable when licenses 
are issued for previously constructed projects that were existing but 
unlicensed. The license itself will terminate, in many instances, in 
1970, whereas the 20 years after which the amortization reserve is to be 
established for currently issued licenses will not come into being until 
after the license has expired. 

Therefore, it is recommended that section 10 (d) be amended so 
that the Federal Power Commission in issuing a license for previously 
constructed projects may be authorized to order the amortization 
period to begin at the time of issuance rather than 20 years later. 

2. Section 23 (b) of the Federal Power Act, as amended, presently 
provides that it shall be unlawful to construct, operate, and maintain 
any hydroelectric project, etc., in jurisdictional waters unless a license 
has been granted pursuant to the act. (There are certain statutory 
exceptions.) The Federal Power Commission does not have the 
staff to investigate and compel the licensing of several hundred proj- 
ects which the Commisson feels are subject to its jurisdiction. Un- 
der present conditions, the Commission may not be able to investigate 
these projects for years to come. Because of the current FPC policy 
of back dating licenses for previously constructed projects heretofore 
not under license, project owners are reluctant to apply for Federal 
authorization. 

It is recommended that section 23 (b) of the act be amended to give 
such project owners 1 year in which to voluntarily apply for a license 
in the expectation that they may possibly receive the full 50-year 
statutory term. This section should be further amended to specifically 
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state that failure to apply within that year will be an unlawful act and 
also to direct the Commission to restrict the issuance of a license for 
nonapplying project owners to a term ending in 1970, or 50 years after 
the initial construction of the project, whichever is sooner. 

3. Section 7 (c) of the Natural Gas Act, as amended, should be 
further amended to enlarge the Commission’s authority to issue tem- 
porary certificates in cases of emergency after notice and no objections, 
The present statutory authority of this section, as clearly shown by 
the legislative history, is narrow in scope and was intended to apply 
only to emergencies which could be corrected by comparatively minor 
extensions or enlargements. The present section does not give the 
Commission the power to authorize entirely new expansion programs 
which are unopposed, in the public interest and necessary to meet 
emergencies in areas where there is an urgent need for natural gas. 


(5) Interstate Commerce Commission 


1. Section 20a of the Interstate Commerce Act, as amended, should 
be further amended to provide explicitly that when the Interstate 
Commerce Commission approves an issue of securities by a carrier, 
its order shall specify the purposes for which the proceeds of the 
securities may be spent by the carrier. 


(6) Federal Trade Commission 


1. The Wool Products Labeling Act and similar labeling acts ad- 
ministered by the Commission should be amended to impose civil 
penalties to apply to the doing of any act which, under any such law, 
is made unlawful by reason of being an unfair method of competition 
or an unfair or deceptive act or practice, and to make it mandatory 
upon the Commission to institute proceedings to recover such penalties 
against any person who has committed any violation, or to incorporate 
in its minutes a statement of the reasons for not instituting such 
proceedings. 


C. WHAT EACH COMMISSION SHOULD DO ADMINISTRATIVELY 


(1) General recommendations 
All commissions should undertake the following: 

(a) Review their investigatory procedures to insure that there 
shall be less reliance upon information derived from the regu- 
lated industry or other interested participants in proceedings 
before the commission and more reliance upon the independent 
investigatory results of the commissions themselves. This is 
particularly important in the field of granting licenses, renewals, 
and exemptions from regulations; 

(6) Establish and publish procedures setting forth the manner 
in which complaints by the public against practices of companies 
regulated by the commission will be handled; 

(ce) Periodically report to Congress all important judicial deci- 
sions which materially affect the administration of the law com- 
mitted to the jurisdiction of the commission ; 

(d) Report to Congress, with recommendations, concerning any 
areas of jurisdiction where a commission believes that it has 
jurisdiction conflicting with or overlapping with the jurisdiction 
of another commission or department. 
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(2) Specific recommendations for each commission 
Federal Communications Commission 

1. The Federal Communications Commission should promulgate a 
rule requiring that there be filed with it annually by the persons or 
companies owning or controlling any patent covering or claimed to 
cover the manufacture and sale of transmitting and receiving equip- 
ment or components thereof, a list of such outstanding patents, which 
list should be available for examination by the public. 

2. The quality and content of the annual reports of the Commission 
should be improved. The 1952 amendments to the act specified the 
type of material the annual report should contain. The Commission 
has done little more than supply the minimum amount of report mate- 
rial required by the 1952 amendments. 

The Commission should take effective action to investigate and 
sania all outstanding antitrust matters within its jurisdiction which 
bear upon the fitness of an operator to be a broadcast licensee. The 
Commission has paid little or no attention to its statutory responsi- 
pm, in this area. 

The Commission should review the manner in which its technical 
etatidard are established and promulgate rules and regulations to 
insure that such standards effectively serve the public interest and 
are not tied in with a patent or other monopoly enjoyed by one or 
more manufacturers or licensees. 

The Commission should reexamine its standards or criteria em- 
piby ed in television and other hearings. Steps should be taken to 
insure that these standards or criteria are consistently applied in cases 
with the same or similar sets of facts. Measures should be taken by 
the Commission to insure that hearing examiners are adequately 
apprised of Commission policies so that there will be more consistency 
in ine application of the criteria. 

Where there is more than one applicant seeking approval of a 
enum of a license or permit or acquisition of the ownership or con- 

trol of a licensee, the Commission should give a preference, other things 
being equal, to the applicant which is owned and controlled by local 
residents. 

The Commission should reexamine the qualifications of its hear- 
ing examiners and take steps to insure that consideration is given to 
the technical qualifications of an examiner before his assignment to 
a particular case. 

8. The Commission should take steps to eliminate the excessive 
length of records and opinions and unreasonable delay in the proceed- 
ings within its jurisdiction. In the event the Commission finds it has 
insufficient authority to take care of this situation it should make a 
none to Congress, with recommendations. 

Testimony before the subcommittee shows that some members of 
is bar practicing before the Commission have engaged in activities 
that should be prohibited. Violations of the code of ethics of the Com- 
munications Bar Association itself are shown in our record. The 
Commission should make a thorough investigation of this situation and 
take appropriate disciplinary action. 

10. Our record diecloots a number of TV cases requiring further in- 
vestigation as to ex parte representations to Commissioners. The Com- 
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mission should investigate these cases and report to the Committee on 
Interstate and Foreign Commerce. 

11. FCC filing system: The FCC has not had a central filing system 
since 1945, or a central licensing system file since 1950-52 reorgani- 
zation. Files are kept not only by divisions, but by subdivisions. A 
review of the various filing systems in the several offices demonstrates 
complete disorder insofar as recordkeeping is concerned. Establish- 
ment of a systematic, central filing system in this agency is a must. 

12. The Commission should make a special report to Congress indi- 
cating those areas where it is imperative in the public interest that its 
activities be expanded. 

Ciwil Aeronautics Board 

1. The Board should use its present authority to audit the records, 
and use its subpena powers, if necessary, to obtain all information 
possible on the management and operations of our air carriers engaged 
in foreign carrier operations. 

2. The Executive Director and the Chairman’s personal assistant 
should be two different persons. The Executive Director carries out 
the Board’s orders. The personal assistant to the Chairman advises 
himalone. These functions should be separated as there may be serious 
conflicts. 

3. The Board should attempt to make every part of the negotiations 
and other activities in connection with international cases a matter of 
public record to the extent permitted by limitations required by con- 
siderations of foreign policy and national defense. Requests by foreign 
countries for limitations on the frequency of our foreign flights and 
other efforts to restrict operations of our air carriers are matters that 
the public should know about. 

Securities and Exchange Commission 

1. The Commission should establish procedures whereby complaints 
concerning transactions by an issuer allegedly involving a private of- 
fering may be promptly investigated, to the end that there may be an 
expeditious determination as to whether the transactions complained 
of are within the exempt provisions of the act. 

Federal Power Commission 

1. The Federal Power Commission should amend its regulations 
with reference to the issuance of temporary certificates granted under 
authority of section 7 (c) of the Natural Gas Act as amended. The 
record made before the subcommittee showed that the intent of Con- 
gress in 1941 was clear and specific in that the Commission should 
be empowered to deal with emergencies by issuing temporary certifi- 
cates for “comparatively minor extensions or enlargements to maintain 
adequate service or to serve a particular customer.” The Commis- 
sion should therefore amend its regulations so as to define “emergency,” 
“minor,” et cetera, in accordance with the intent of the Congress 
as shown by the legislative history. This should be done particularly 
since the Commission admitted before the subcommittee that it had 
issued temporary certificates which exceeded the bounds intended 
by Congress in 1941 if the statutory language is to be considered 
in the light of the legislative history. The amended regulations 
should also require that the Commission give notice of the ap- 
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plication for a temporary certificate (since the statutory authority 
pertaining to temporary certificates is permissive) as well as the 
opportunity for parties to intervene. is notice and intervention 
would not be in derogation of the Commission’s present statutory 
power. It would, however, provide opportunity for appeal to the 
courts after the issuance of the temporary certificate. An aggrieved 

arty could thereby challenge the Commission’s action as being 

yond the scope of its statutory authority. The legislative history 
is clear that the discretionary power given the Commission was to 
handle minor emergency situations. It was never intended that such 
discretionary power should be used to prevent the right to judicial 
review by an aggrieved party. 

Interstate Commerce Commission 


1. The Commission should take steps to assure strict adherence to 
the rules and policies now prescribed by statute, implemented by staff 
organization and procedures adequate to insure intelligent and con- 
sistent application of those policies in individual cases. 


Federal Trade Commission 


The Federal Trade Commission should require regular reports from 
the staff showing all violations of law which they have discovered, 
and the corrective action taken with respect to them. The Commis- 
sion should take formal action, recorded in its minutes, approving 
or disapproving the report of the staff, and giving instructions for 
further action, where needed. 


D. MATTERS REQUIRING FURTHER LEGISLATIVE INQUIRY BY THE 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


We have been able, as noted above, to include in our investi- 
gation and study only certain of the activities and functions of six 
regulatory commissions. There is a need, as recognized in our author- 
izing resolution (H. Res. 99), that inquiry be made and Congress be 
informed as to the activities of the Food and Drug Administration, 
Bureau of Standards, National Institutes of Health, National Science 
Foundation, Weather Bureau, Foreign Claims Settlement Commis- 
sion, Office of Alien Property, Public Health Service, Railroad Retire- 
ment Board, and other agencies within the legislative jurisdiction of 
the full committee. Accordingly, we recommend at this point that 
inquiry and report concerning the last mentioned group of bureaus 
and agencies should be undertaken pursuant to the responsibilities 
conferred by the Reorganization Act of 1946, by the Committee on 
Interstate and Foreign Commerce, or by a subcommittee thereof. 

The record of our subcommittee and the information in its files 
which have not been developed at hearings, impels us also to recom- 
mend that such committee or subcommittee should undertake and com- 
plete further legislative inquiry into the activities and functioning 
of the six commissions in the areas referred to hereinafter. 

We shall first state our recommendations as to general matters 
common to all six commissions which we believe should be further 
investigated. Then we will state recommendations as to what matters 
pertaining to a particular commission should be further inquired 
into. 








A ne iieanend 


18 INDEPENDENT REGULATORY COMMISSIONS 


(1) General matters pertaining to the six commissions requiring 
further legislative inquiry 

1. A study of the effect of court decisions on the congressional in- 
cont as manifested in the various organic acts creating the commis- 
sions, as well asin any amendment. 

2. A study to determine whether or not the commissions have 
neglected their obligation to the publie by failing to make thorough 
investigations of applicants, licensees, and parties, instead of Aas 
pending on information furnished by the applicant or licensee or by 
competing interests. 

3. A study to determine whether or not the commissions have been 
consistent, in the absence of amending legislation or court decisions, 
in their findings as to what constitutes the public interest. 

4. A thorough study of the reasons for variations in the applica- 
tion of standards or criteria employed by the various commissions 
in their licensing, certificating, adjudicatory, and policing functions. 

5. A study to determine whether or not the internal organization of 
a commission is such that a superior authority is vested in a single 
staff employee to the extent that such a person is able to designate 
what material is presented to the commission in rulemaking or adjudi- 
catory proceedings. 

6. A further study should be made to determine measures which 
should be adopted to strengthen the independence of the commissions, 
their chairmen and members. 

7. A study should be made as to whether measures should be taken 
to exempt the commissions from the Budget and Accounting Act so 
that requests for funds would be submitted directly to Congress with- 
out prior approval of the Budget Bureau or other executive agency or 
official. This study should include whether commission legislative 
proposals should be exempt from prior Budget Bureau approval. 

8. A study should be made of what measures should be adopted to 
secure better liaison and coordination of efforts between commissions 
and executive agencies, especially in the area where each has a com- 
mon statutory jurisdiction or interest. 

9. A study should be made on a commission-by-commission basis of 
their internal administrative setup; the functioning of each of its 
divisions or branches; the responsibilities delegated by the commission 
to others; the functioning of its investigative staff, if any; the means 
employed in the making of commission policy and the procedure fol- 
lowed in publishing policy statements and changes thereof, the man- 
ner in which examiners are appointed and are assigned to a case and 
the technical qualifications of the examiners to perform the assigned 
work. 

10. A study should be made as to measures needed to improve the 
quality of examiners, their opinions and recommended decisions and 
the quality of commission opinions and decisions. 

11. A study should be made on a commission-by-commission basis 
of what measures, if any, are needed to separate the legislative, execu- 
tive, and judicial functions. 

12. A study should be made to ascertain whether the commissions 
adhere to their own rules and regulations and whether there is dis- 
criminatory enforcement of the statute or regulations. 
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13. A study should be made on a commission-by-commission basis 
to ascertain whether excessive paperwork, expense and delay in their 
proceedings can be eliminated. se 

14. Inquiry should be made to determine whether any commission 
takes reprisals against persons or companies who challenge its actions. 

15. Inquiry should be made of methods of assigning examiners and 
of changing assignments, to ascertain whether assignments are some- 
times made with view to insuring a predetermined result. 

16. Inquiry should be made of the procedures for handling cases 
between the filing of the examiner’s report and the submission of a 
draft of a final opinion to the commission to ascertain whether they 
are needlessly cumbersome and time consuming. 

17. Study should be made of the extent to which decisions are based 
on staff memorandums, analyses, summaries, or recommendation which 
are not available for examination by interested parties. 


(2) Specific commission matters requiring further legislative inquiry 
Federal Communications Commission 

1. A study of the use of the entire spectrum and a determination 
as to its allocation and use is urgently needed: This technical job 
requires the authority of a special congressional task force, since it 
involves uses of the spectrum by the Federal a of Gov- 
ernment and private persons and corporations. ‘The public interest 
requires that this study and determination be made objectively by the 
legislative branch rather than the executive because of the natural 
predisposition of the executive to favor its own interest in the matter. 

2. A study of the UHF-VHF problem should be included in con- 
nection with No. 1 above. 

3. A study should be made of what steps should be taken to pre- 
vent “nuisance filings” of applications for construction permits for 
radio and television facilities and to eliminate “dropouts” after deals 
are made between competing applicants. 

4, Inquiry should be oan into the problem of option time agree- 
ments (whereby broadcast stations give a right of first refusal to net- 
works for certain specified hours of daily broadcasting), and their 
relationship to the duty and responsibility of the individual licensee 
to control the programing of his station, 

5. A more intensive study should be made of the problem of clear 
channel. A solution must be found for this 25-year-old problem, 

6. A study should be made of the question as to whether or not net- 
works should be licensed, since they provide a very considerable 
amount of the programs which stations themselves broadcast, and 
over which they have no content control. 

7. A study should be made of the problems of multiple ownership, 

8. A study should be made of the centralization of economic pow- 
er resulting from technical developments in the broadcast field. 


Civil Aeronautics Board 


1. In addition to the legislative recommendations made hereinbe- 
fore pertaining to international airline routes and the delegation of 
authority to Civil Aeronautics Board with respect thereto, it is de- 
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sirable that a congressional task force make a study and report con- 
cerning the following matters: 
(a) International rates. 
(6) International routes. 
(c) Negotiations involving international routes. 
(d@) Comparative safety of international and foreign air 
carriers. 
(e) The keeping of statistics by international organizations und 
their adequacy for ratemaking, safety, and other regulatory 
urposes. 
(f) The reasons for the declining percentage of participation 
by United States carriers in international air traffic. 


Securities and Exchange Commission 


1. A study should be made of the policies and operations of the 
National Association of Securities Dealers, Inc., an organization —_ 
tered under section 15A of the Securities and Exchange Act of 1934 
as amended. 

2. A study should be made of the adequacy of the supervision exer- 
cised by the Commission over registered national exchanges under 
section 6 of the Securities Exchange Act of 1934, as amended, and 
whether this section should be further implemented. 

3. A study should be made of transactions involving foreign banks 
and other nonresidents, in order to ascertain whether it may be neces- 
sary to establish adequate rules requiring members of the national 
securities exchanges and brokers and dealers to report to the Com- 
mission all orders for substantial amounts of securities received from 
nonresident persons. 

4. A study should be made of the adequacy of the protection pres- 
ently afforded by the various Securities Acts to investors in foreign 
securities. 


Federal Power Commission 


1. An examination should be made of the Federal Power Commis- 
sion’s policy and practice in granting temporary certificates to inde- 
pendent producers under section 7 (c) of the Natural Gas Act, as 
amended. 

2. A comprehensive study should be made of the effect of the FPC’s 
policy on amortization of hydroelectric power licenses and its relation 
to the public interest. 


Interstate Commerce Commission 


1. There should be an investigation of the Frisco-Central of Georgia 
Railway Control case when it is finally disposed of, to ascertain wheth- 
er the dscinion of Division 4 in this case, and on prior application for 
authority to issue bonds, was the result of improper pressure. 

2. There should be a field investigation of other specific cases in 
which there is reason to suspect that pressure has been exerted. 

8. There should be a review of standards of decisions applied in 
other types of cases similar to that made in suspension of rate cases, 
e.g. : 


(a) Shipper complaints or protests against unlawful rates or 
practices ; 


(6) Issuance, revocation, and suspension of operating rights; 
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(c) Consolidation, mergers, purchase or sale of carrier’s secur- 
ities ; 
(d) Fourth section applications; 
(e) Intrastate rate increases; 
f) Abandonment of passenger service ; 
g) Carrier accounting ; 
) Enforcement proceedings. 

4. Review should be made of cases involving provisions which the 
Commission has recommended be amended or re to ascertain 
whether or to what extent the Commission has by its:decisions effectu- 
ated changes which Congress has refused to make. 

5. A study should be made to determine the extent to which growth 
of private carriage has been encouraged by ICC decisions, e. g., those 
requiring carriers to maintain rates which exceed fully distributed 
costs, and the splintering of authority of motor carriers to such 
degree as to deny to shippers the flexibility of service they desire. 

6. A study should be made to determine whether existing statutes 
and procedures of the Commission provide adequate protection for 
investors in public offerings of motor-carrier securities, especially 
public offerings which are secondary issues by stockholders of the 
carriers. 

Federal Trade Commission 


Study should be made of the organization and procedures of the 
Federal Trade Commission for policing compliance with cease-and- 
desist orders entered under Wool Products Labeling Act and similar 
statutes. Incomplete and somewhat contradictory information given to 
the subcommittee staff indicates that after a cease-and-desist order is 
entered, the Wool, Fur, and Flammable Fabrics Division no longer 
exercises jurisdiction over the case, and that its inspectors make no 
further inspection of the company found to have violated the act unless 
requested to do so by another division of thé Commission or by the 
Commission itself, it would be significant to ascertain what inspec- 
tions have actually been made in recent years of persons against whom 
cease-and-desist orders have entered, and what steps have been taken 
against those found to have continued to violate the law. 


III. Reasons ror THE RECOMMENDATIONS 


Our hearings have brought to light certain fundamental weaknesses 
which if not corrected will lead to lack of public confidence in the 
efficiency and integrity of the administration of law by commissions. 
Our recommendations are not offered as a panacea, e realize that 
there is no one solution to the many problems arising from regulation 
by administrative bodies. 

The proposals we advance are aimed at eliminating flagrant abuses 
and certain conditions and practices which are conducive to the foster- 
ing of improper ex parte conduct. The recommendations also include 
measures to strengthen the commissions, contribute to their more ef- 
ficient operations and to insure faithful, ungrudging administration 
of the statutes in the manner intended by Congress. 

The combination of executive, legislative, and judicial powers in 
one hand, as recognized in the deliberations which led to framing our 
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Constitution, is bound to cause many of the difficulties we now experi- 
ence in administrative law. The subcommittee makes no recommenda- 
tion that the doctrine of separation of powers should be applied to the 
administrative regulatory commissions. Indeed our hearings contain 
testimony of experts in administrative law which shows the extreme 
difficulty of even fixing the line between the legislative and executive 
functions of the administrator. We believe, however, that the ques- 
tion of separation of powers merits further study. We may thereby 
arrive at some lasting answers to the problems generated from what 
certain authorities have referred to as “administrative absolutism.” 

When commissions are entrusted with the power to give licenses 
or franchises or authority worth millions of dollars, it is a foregone 
conclusion that selfish interests will begin to put on the pressure. If, 
to paraphrase Hamilton or Madison in The Federalist No. 61, the 
seekers after franchises were angels there would be no need for ethics 
or even criminal law. Unfortunately, our hearing record is replete 
with instances of improper ex parte pressures upon Commissioners. 
As we point out later, these pressures were made sometimes when the 
subject matter was under adjudication by the Commission and some- 
times when the subject matter was in the so-called legislative process 
of rulemaking. The subcommittee’s recommendations are to outlaw 
improper ex parte pressures, irrespective of whether they are made 
while the Commission is acting in a judicial, legislative, or executive 
capacity. On October 20, 1958, the Supreme Court in two cases 
reversed rulemaking decisions of the FCC because of improper ex parte 
pressures (Sangamon Valley Television Corp. v. Federal Communica- 
tions Commission et al.; WIRL Television Co. v. Federal Communi- 
cations Commission et al.). 

It is interesting to note that in the two cited cases the Court took 
cognizance of the ex parte contacts disclosed in our subcommittee 
hearings, granted the petitions for certiorari, vacated the judgments of 
the Court of Appeals and remanded the cases to that court for such 
action as it deemed appropriate. These decisions strongly emphasize 
the need of implementing our recommendations concerning ex parte 
presentations in legislative or rulemaking proceedings. 


A statutory code of ethics for all Federal agencies is needed 


Laws alone may never lead to perfect ethical and moral standards 
in Government or in the men who appear before agencies; yet the 
existence of a statutory ethical code may well serve as a deterrent to 
the bad and a source of reassurance to the good as to the propriety of 
their conduct in doubtful situations. 

The code should be formulated from the precepts contained in the 
codes of the American Bar Association and other associations whose 
representatives appeared before us. Provisions should be made for 
effective enforcement. Extensive testimony has been taken pertaining 
to the ethical code. The subcommittee’s jurisdiction, however, is 
limited. It does not extend to the executive agencies of Government. 
A statutory code of ethics should be of comprehensive application 
to the legislatively created regulatory agencies as well as to the execu- 
tive agencies. Its provisions should be carefully interrelated to 
existing civil and criminal laws respecting conflict of interest and the 
obstruction of justice. It should set forth, among other things, stand- 
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ards of ethical conduct and procedures for enforcement against both 
lawyers and nonlawyers who appear before the various Federal 
agencies. 

A code of ethics by itself is of little practical use. The ability and 
character of the administrators and the men appearing before them is 
of more importance. Moreover, as testified to at the hearing on Sep- 
tember 30, 1958, by Valentine B. Deale, Esq., of the District of Colum- 
bia bar (Transcript, p. 34) : 

Ethics in the administrative process is linked with effi- 
ciency of administrative operations. The climate for fast 
deals or sly arrangements is good when administrative opera- 
tions are marked by excessive delays, inadequate wuttiblatens 
complexity of regulations, poor public information provi- 
sions and so forth. 

On the other hand, efficient operations tend to keep every-~ 
one on a straight and narrow path. 


Improper ex parte pressures in adjudicatory and rulemaking proceed- 
ngs 

Our investigation of the Federal Communications Commission dis- 
closed that extra record representations to members of the Commis- 
sion were a common occurrence. Specific instances of improper ex 
parte pressures in numerous television cases are set forth.in the hear- 
ings held on May 20, 21, 22, 26, 28, and June 2, 1958. 

As shown in a report dated October 30, 1958, prepared for the sub- 
committee by the Legislative Reference Service of the Library of 
Congress, entitled “Digest of Cases Remanded to the Federal Com- 
munications Commission by the Courts and Report as to Adequacy 
of Statutory Provisions Pertaining to Such Remands,” 12 cases as 
of October 30, 1958, have been remanded to the Commission by the 
courts since January 1, 1958. 

Several of the cases digested were remanded, among other reasons, 
because of the testimony in our hearings concerning improper ex parte 
pressures and the possibility that sah pressures influenced the Com- 
mission decision. 

Thus in the channel 5, Boston, Mass., case (Massachusetts Bay Tele- 
casters, Inc. v. FCC et al.) the court of appeals in remanding took 
note that our transcript in the Miami channel 10 case disclosed that 
some of the parties connected with the channel 5 case had conferred 
with one of the Commissioners during its pendency. The court in- 
structed the Commission to hold an evidentiary hearing to determine 
if there were any improper actions by the parties or by the Commis- 
sioners that would void the award. The Commission is now proceed- 
ing with the matter in accordance with the remand and instructions. 
It is understood that hearings are scheduled to be held before hearing 
examiner, Judge Horace Stern. 

A similar remand was made in the Miami Channel 10 case, which 
is discussed more fully hereafter. 

The Supreme Court, in addition to vacating the Court of Appeals’ 
judgments in the Sangamon and WIRL cases mentioned above, also 
vacated, because of testimony before us concerning ex parte contacts, 
the lower court’s judgment sustaining the Commission award in the 
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Orlando, Fla., Channel 9 case (WORZ Inc. v. FCC et al., decided by 
the Supreme Court on October 27, 1958). 

Since October 30, 1958, additional cases have been remanded by 
the courts. The Commission itself, prompted by the revelations in 
our hearings, has also, on its own motion, undertaken to reopen and 
review still other comparative television cases. 


The Miami Television Channel 10 case 


The testimony relevant to the investigation of channel 10 Miami 
was taken over a 7-week period, during which time 29 days of hearings 
were held with 4,352 transcript pa (exclusive of insertions, and 
exhibits) of witnesses’ testimony. Tha bens was precipitated pre- 
maturely following dramatic occurrences during the latter part of 
January 1958, ne improper activities by the subcommittee’s 
then chief counsel, Mr. Bernard Schwartz. His services were termi- 
nated February 10, 1958. 

In spite of the subcommittee having to act without a counsel, the 
important issues in the channel 10 matter were thoroughly developed. 
Extensive testimony was received relating to ex parte contacts and 
communications by and on behalf of several applicants. We heard 
shocking testimony regarding a long and close relationship between 
Federal Communications Commissioner Richard A. Mack, and an at- 
torney involving loans and gifts of substantial sums of money. Com- 
missioner Mack was forced to resign. The attorney, Thurman A. 
Whiteside, along with Mr. Mack, have since been indicted by a 
Federal grand jury. Robert H. Anderson, now a Florida circuit 
judge, and Paul Scott, who were Miami attorneys for National Air- 
lines, sole owner of Public Service Television, Inc., 1 of the 4 appli- 
cants for channel 10, frankly admitted having approached Mr. ite- 
side because of their knowledge of the close relationship between 
Whiteside and then Commissioner Mack. At the time of their ap- 
proach, Mr. Whiteside had not been admitted to practice before the 
FCC nor had he even applied for such admission. Judge Anderson 
testified that he “retained” Whiteside for National Airlines. Mr. 
Scott testified that Whiteside declined employment in the case, saying 
that he would be glad. to do what he could for Public Service Tele- 
vision. Thereafter Whiteside applied for admission and was ad- 
mitted to practice before the FCC, although there is no record indi- 
eating that he was ever attorney of record for anyone before the 
FCC. 

Colonel Katzentine as president of the Miami Crime Commission, 
had as a director, Mr. Dan Sullivan, a former FBI agent. Through 
Mr. Sullivan and apparently through a Member of Congress, Colonel 
Katzentine had become friendly with Mr. Downey Rice, another for- 
mer FBI agent, who was practicing law in Washington. 

During the course of the Channel 10 proceedings before the FCC, 
Mr. Rice from time to time assisted Colonel Katzentine in various 
ways, such as passing on to Katzentine such information as he was 
able to gather from various sources, including Members of the United 
States Congress. There was testimony by Mr. Paul Porter, an attor- 
ney for Katzentine, and by Mr. Rice concerning a so-called strategy 
meeting held by Mr. Katzentine’s attorneys and others for the purpose 
of deciding on a course of action to obtain the channel for Mr. Katzen- 
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tine by extra-legal methods. At this meeting the testimony shows 
that there was a discussion as to how members of the Commission could 
be contacted ex parte on behalf of Mr. Katzentine through a number 
of prominent politicians of both parties and other persons of public 
importance. Discussion was had as to the care that must be taken in 
order that their strategy would not backfire and the projected im- 
proper influences be exposed to the public. 

While it is recognized that the employment of private investiga- 
tors, or attorneys to serve as private investigators, is now unlawful 
there remains a question as to ethics in employing such services for 
the purpose of gaining derogatory information regarding adversaries 
to be used against them for the purpose of blackmail or character assas- 
sination. ‘These tactics seem to have been employed to some extent 
in the Channel 10 matter by both Public Service Television and 
WKAT. 

In March 1958 the FCC, prompted by the revelations in our hear- 
ings, petitioned the court of appeals to remand the Channel 10 case to 
it for reconsideration “in the light of any significant new information 
relating to public interest considerations affecting the operation of 
television channel 10 in Miami.” In April 1958 the court granted 
the motion to remand with instructions to hold an evidentiary Ribring 
on certain specified issues, all original parties to be allowed to partici- 
pate, and the Department of Justice to be permitted representation as 
amicus curiae. The brief of the Commission staff submitted in this 
matter was apparently used by the Department of Justice as the 
basis of its amicus curiae brief filed in November 1958. 

In its brief at page 13 the Department contended that the partici- 
pation of Commissioner Mack who had endorsed one of the applicants 
prior to his appointment disqualified him from taking part in the 
case. The Department also contended on page 14 of its brief that 
Commissioner Mack and Chairman McConnaughey were in effect 
disqualified. 


on the ground that they received and entertained ex parte 
statements—made on behalf of an applicant, and not spread 
on the record or even communicated to other Commission- 
ers—going to the merits of the Channel 10 case. 


The Department further maintained that the applicants had dis- 


qualified themselves as applicants by their ex parte attempts to influ- 
ence the Commission’s decision : 


WKAT and Public Service should be disqualified. Both 
clearly authorized and later ratified ex parte pleas on their 
behalf. Beyond doubt, both parties “influenced or attempted 
to influence” members of the Commission in a “manner” at 
war with “the recognized and public processes of adjudica- 
tion” (Remand Order). Similarly, if our view of the facts 
be adopted, North Dade at the very least “ attempted” the 
same. It, too, should be barred from pressing its applica- 
tion (justice brief, pp. 26-27). 


The initial decision of hearing examiner, Judge Horace Stern, 
who heard the Channel 10 case on its remand was released December 
1,1958. His opinion states in part: 
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1. Commissioner Mack should have disqualified himself 
from participating and from voting in the proceedings 
which resulted in the award of the construction permit for 
channel 10, Miami. 

2. Commissioner Mack not having disqualified himself, 
and whether or not his vote in the final decision was decisiv e, 
the award of the construction permit for channel 10, Miami, 
is voidable, and should be revoked and set aside because the 
applicants did not have a hearing before an impartial tri- 
bunal but one in which a member of the Federal Communi- 

cations Commission had been subjected to improper influence, 

and, under such circumstances, his influence in turn upon 
the other members of the Commission cannot be measured 
and determined. 

None of the applicants in these proceedings is automati- 
cally disqualified to receive a grant of its application but, 
while not of an absolutely disqualifying character, the im- 
proper conduct of applicants as hereinbefore stated reflects 
adversely upon such applicants from a comparative stand- 
point and accordingly must be considered by the Commission, 
along with all other relevant factors, as weighing against 
them, to the extent determined as to each such applic ant, in 
connection with any award of the construction permit that 
may hereafter be made. 


Final action by the Commission is now pending. 


The Sangamon Valley Channel 2, Springfield, [il., case 
The Supreme Court, in the Sangamon Valley case, as noted above, 
granted certiorari and vacated the judgment of the court of appeals, 
which had sustained the Commission’s rulemaking decision, because of 
certain testimony before our subcommittee on May 22, 26, 98, June 9, 
10, and 11, 1958, subsequent to the court of appeals decision. This 
testimony disclosed extensive ex parte contacts and giving of presents 
and favors to Commissioners by one of the interested parties. 
As stated in the Digest of Cases prepared by the Legislative 
Reference Service: 


On pages 7 and 8 of the Solicitor General’s brief urging 
denial of the petition (in which joined counsel for the Com- 
mission) , the court’s attention was called to “certain testi- 
mony” given before the Legislative Oversight Subcommittee 
on May 22, 26, 28, June 9, 10, and 11, 1958, subsequent to the 
decision by the court. of appeals affirming the Commission’s 
order. The brief states: 

“The testimony indicates that after the rulemaking 
proceeding here had been initiated by notice of proposed r ule- 
making, and while it was under consideration by the Com- 
mission, representatives of the St. Louis operator of a UHF 
station who was interested in having a new VHF channel 
assigned to St. Louis, and representatives of the petitioner 
(Sangamon Valley) and the other applicant for VHF chan- 
nel 2 in Springfield, who were interested in retaining that 
channel in Springfield, made ex parte presentation with re- 
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spect to merits of the rulemaking proceeding to various mem- 
bers of the Commission.” ; 

* * * The (Supreme) Court stated that, in view of the 
representations of the Solicitor General’s brief concerning 
misconduct brought out in the congressional hearings above 
referred to “the judgment of the court of appeals is vacated 
and the case is remanded to the court of appeals for such 
action as it may deem appropriate.” 


By the decision under attack the Commission had assigned VHF 
channel 2, Springfield, Ill., to St. Louis, Mo., and Terre Haute, Ind., 
and assigned UHF channels 26 and 36 to Springfield. The same 
order had authorized Signal Hill Telecasting Corp. to operate VHF 
channel 2, in place of UHF channel 36, until channel 2 should be 
permanently assigned. 

According to the testimony before us on May 20, 1958, and the next 
few days thereafter, Signal Hill Television Corp., operator of WT'VI 
Belleville, Ill. (later KTVI), was granted a permit for UDHF channel 
54 in 1952. In 1955, it filed for a construction permit to use UHF 
channel 36 and facilities abandoned by Broadcast House, Inc. Per- 
mission was granted and KTVI began operation on channel 36 on 
April 19, 1955. By early 1957, however, the station was claiming 
that its losses were so great that it could not continue operation unless 
granted a VHF assignment in St. Louis. 

Meanwhile, beginning with a June 26, 1956, Notice of Proposed 
Rulemaking, the Commission had under consideration the deinter- 
mixture of the Springfield, Ill., area by a shift of channel 2 from 
Springfield to St. Louis. 

On February 26, 1957, FCC issued a report and order (Commis- 
sioners McConnaughey and Doerfer dissenting in part and issuing 
statements, Commissioner Mack dissenting, Commissioner Craven 
abstaining) which undertook the proposed shift of channel 2 to St. 
Louis and in the same action modified the application of Signal Hill 
to specify temporary operation on VHF channel 2 (subject wholly 
to optional choice by Signal Hill), in place of UHF channel 36, until 
channel 2 should be permanently assigned. Channel 36 was to go to 
Springfield should Signal Hill exercise its option to make the switch. 

A large number of protests were filed in opposition to the Commis- 
sion’s action. Some were by parties who felt their rights had been 
abrogated because they had not been given equal opportunity to file 
for a temporary authorization permit on channel 2 and who feared 
that Signal Hill’s oceupancy of the channel would prejudice any com- 
parative hearing for regular operation. Other complainants felt 
that the Commission’s action was in violation of certain provisions of 
the act, or that channel 2 should have been assigned to some other 
location than St. Louis, which already had 4 VHF channels. Alto- 
gether, 11 protests were filed, along with 3 statements supporting 
FCC action. These protests were denied by memorandum opinion 
and order on March 27, 1957, and April 17, 1957. 

One of the protestants, Louisiana Purchase Company of St. Louis, 
filed a competing application for channel 2 and filed appeals in the 
United States Court of Appeals for the District of Columbia (later 
withdrawn as part of a consolidation proceeding) which sought review 
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of the validity of the temporary authorization. Hearing on its appli- 
cation was scheduled to begin January 6, 1958. However, by its action 
of February 17, 1958, the Commission permitted the two competing 
applicants (Signal Hill and Louisiana Purchase) to consolidate their 
interests. 

By this consolidation stockholders and an employee of Louisiana 
Purchase were to buy stock in Signal Hill and, in addition, Louisiana 
Purchase was to “receive reimbursement for part of its expenses in the 
amount of $41,000.” The FCC ruled that by this action delays would 
be avoided and Signal Hill’s application would be “improved by 
addition of new stockholders with diversified backgrounds.” It fur- 
ther ruled that no “collusive understandings or desire to ‘traffic’? * * * 
or undue ‘payoff’ ” were involved in the procedure. 

The net result of the Commission’s action was to transfer channel 2 
from Springfield, Ill., to St. Louis, Mo., and, without holding any 
comparative hearing, award this channel to Signal Hill. In other 
words, the rulemaking proceeding was converted ir.to a licensing pro- 
ceeding which appears to be in violation of section 4 of the Adminis- 
trative Procedure Act. It also appears to have been in violation of 
sections 308 and 309 (a) of the Communications Act in that a written 
application for channel 2 was not filed by Signal Hill in advance of 
the award to it. 

Serious as these violations of law were, the Supreme Court ap- 

arently viewed the ex parte contacts of Signal Hill and others as 
fore of even greater importance. 

Mr. Tenenbaum, one of the principals of Signal Hill, readily told 
the subcommittee of many letters, telephone calls, and personal visits 
he made to Commissioners to advocate the shift of channel 2 to 
St. Louis. He also admitted making of presents of turkeys, etc., to 
some members of the Commission at times when he was an interested 
party in the proceedings before the Commission. He stated June 11, 
1958 (transcript, pp. 1528-1529) : 

* * * when I came here, I went into whatever Commis- 
sioner’s office I saw on the door, and then I went from that 
Commissioner to another Commissioner and to another one 
until I saw them all. 

Question. My point is if it was so urgent that you make 
the trip it would seem to me that you would remember what 
you said to them after you arrived * * * And which Com- 
missioners you talked to and something of the discussion that 
was held at the time. You remembered that you sent them 
all Christmas presents, and that you had them all out to lunch 
at some time or another, and that you picked up the check, 
and that you did talk to all of them, but you can’t remember 
the conversations that you had. 

Mr. TrenensBaum. It had to do with the deintermixture 
problem and our situation itself, and it was during the time of 
rulemaking, and I felt that I had the right to call upon them, 
sir. 


Certain other instances of improper ex parte pressures 


Additional evidence demonstrated that ex parte arguments made 
off the record appear to be the rule rather than the exception 
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in proceedings before the Commission. In an interview recorded. by 
a notary public and inserted in the record, Mr. Niles Trammell, presi- 
dent of Biscayne Television Corp. and former president of N BC and 
director of RCA was asked: 


* * * if he felt free at all times to talk to a Commissioner 
about any matter. 

Mr. Trammety. Yes, so long as I did not overstep the 
bounds of propriety and ask them to do something for me 
which I knew was wrong * * *. 

Question. Did you ever make it a practice or did it make 
any difference whether you talked to people about adjudica- 
tory matters * * *? 

Mr. Trammett. No, no. I talked to them about almost 
everything except asking them to do something for me in the 
way of a vote or something of that kind, regardless of what. 

(Question. When you talked to them you talked about the 
merits or demerits of the matter you were talking to them 
about. Is that right? 

Mr. TramMe uy. That is right. 

Question. What I am trying to get at with you, Mr. Tram- 
mell, is: was there not some stage in the history of radio 
relations where the industry became conscious of an area that 
they should not talk about to Commissioners * * *? In other 
words, at what stage of the regulations did the industry be- 
come conscious of the fact that there were legislative or rule 
making areas where it was permissible to talk to Commis- 
sioners, and adjudicatory matters that should not be 
discussed ¢ 

(Mr. Trammell stated that he did not recall any such period.) 


Question. Do you think the industry generally did not 
recognize any such separation ? 

Mr. Trammett. No; that is the reason I am having so 
much trouble answering your question (Transcript, June 2, 
1958, vol. 11, pp. 888-890). 


Attempts at influencing Commission decisions by means of extra 
record representations have been made at times when cases have been 
in an adjudicatory posture before the Commission not only by those 
directly connected as applicants or interested parties in the matter, 
but also by their “friends.” 

Testimony on June 2, 1958, indicates that Tex McCrary, operator 
of a New York public relations firm, volunteered to Mr. William S. 
Paley of CBS that he would go and “find out” what was happening 
down at the Commission to the CBS comparative application for 
channel 11, St. Louis, why the Commission was taking so long in 
coming to a final decision m the case (transcript, June 2, p. 982 ff.). 

While Mr. Paley himself “carefully pointed out” in a later inter- 
view that “Mr. McCrary was not representing CBS and that Mr. 
McCrary took the position he was going on his own and that it was his 
right” (transcript, June 2, p. 991), Mr. Paley subsequently stated 
“* * * it was always felt (by the industry) that any matter could be 
discussed with the Commissioners” and that “he did not think that 
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representatives of the broadcasting industry generally have under- 
stood the difference between adjudicatory matters and other matters” 
(transcript, June 2, p. 992). 

Finally, there is evidence in the record indicating that even in those 
areas where such contacts are not of an extra legal nature the situation 
may have gone far beyond that which was intended when Congress 
did not expressly prohibit ex parte contacts in rulemaking proceedings 
as apart from adjudicatory proceedings. One former FCC Commis- 
sioner underscored prevalent practices before the Commission in her 
testimony and stated: 


* * * T am amazed, really amazed, at what I saw happen 
in legislative matters. * * * 

* = * the administrative procedure law says you send a 
notice, a written notice of proposed rulemaking and then you 
ask for written comments * * *., 

And yet orally the important segments of this industry can 
come in and see this Commission day and night and honey- 
comb our offices and our staff legally * * * and yet they were 
not in writing, they were not in the notice, and not in the 
written comments * * *, 

To me the dirtiest work was done in the rulemaking legis- 
lative proceedings * * * what appears in the written com- 
mentsisnothing * * *, 

It is what isdone orally * * *. 

* * * while it is legal for these people to communicate 
with the entire Commission and the staff on legislative mat- 
ters, and permitted by the Administrative Procedure Act, that 
is one of the worst practices (transcript, April 3, 1958, vol. 29, 
pp. 4330 to 4332). 


Our hearing record contains extensive testimony showing fraterniza- 
tion between the FCC and RCA, one of the most important members 
of the regulated industry. Free television sets and free service thereon 
were provided for most, if not all, members of the Commission. In 
addition, the record indicates that on numerous oceasions RCA picked 
up the checks at various luncheons and social events participated in 
by members and employees of the Commission (transcript, February 
3, 4, 15, and 18, March 25, 26, 28, and 31, April 2, 3). 


The Pittsburgh Television Channel 4 case 


Hearings on the Pittsburgh channel 4 matter involving five appli- 
cants revealed leaks of information from the FCC, improper contacts 
with Commissioners and other FCC officials by principals of some 
of the applicants and by an attorney who was not counsel of record 
before the FCC. The above reference to improper contacts is based 
upon record evidence of a luncheon engagement between Mr. Earl 
Reed and Chairman McConnaughey (transcript of hearings April 2, 
1958, pp. 4130-4133; November 12, 1958, p. 162), and a conference 
between Mr. Richard Berlin of the Hearst corporation and former 
commissioner Richard Mack (transcript of hearings, November 13, 
1958, pp. 388-389), while the Pittsburgh channel 4 matter was in 
adjudicatory process before the FCC. 
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There were rumors alleging attempted bribery of Chairman 
McConnaughey by Hearst ona solicitation of a bribe by McConnaughey 
from Television City. These rumors or allegations were subjects of 
a grand jury investigation which thus far has failed to result in 
an indictment. Our hearings on September 23, 24, 1958, and Novem- 
ber 12, 13, 14, 17, 24, 26, 1958, covering 1,020 pages of testimony failed 
to disclose substantial evidence of attempted bribery or solicitation 
of a bribe. The rumors or allegations referred to above were, in each 
instance, traced back to one man, Mr. Earl F. Reed, president of 
Television City, Inc., one of the applicants for Pittsburgh channel 4, 
and Mr. Reed refused or was <a to name but one person, Mr. 
William G. Matta, a principal of one of the other applicants, as one 
from whom he heard the rumor. Mr. Matta testified in contradiction 
to Mr. Reed, stating that he heard the rumor first from Mr. Reed. In 
late June or early July 1957 the rumors were reported to the FBI. 
We received testimony from Mr. Lee W. Eckels, a law partner of Mr. 
Reed and an official of Television City, Inc., and from an attorney of 
record for Television City, Inc., contradicting each other as to who 
reported to the FBI. Such attorney testified that Mr. Eckels told 
him he voluntarily went tothe FBI. Mr. Eckels denied telling that to 
such attorney and also denied making the initial report to the FBI. 
It should be very easy for the Department of Justice to determine who 
made the initial report to the FBI. 

At or about the time the rumors began to be circulated, news had 
leaked from the Commission that in an informal vote there had been 
a deadlock of 3 to 3 as to whether channel 4 should be awarded to 
Television City, Inc., or to the Hearst interests. Chairman McCon- 
naughey had voted for the Hearst interests. If he were forced into 
a position of disqualifying himself because of the rumors the vote 
would have been 3 to 2 in favor of Television City, Inc. It is con- 
ceivable that rumors concerning bribe attempts by Hearst could have 
caused or contributed to disqulification of Hearst as an applicant 
thus precluding it from further consideration to receive the award 
of channel 4. 

In the absence of Mr. Reed’s testimony as to his source or sources 
of information concerning these rumors it seems strongly suspicious 
that Mr. Reed caused the creation of the rumors with a design to 
influence the outcome of the matter in which he was interested to the 
benefit of Television City, Inc. 

Mr. Reed could have removed that suspicion by naming his sources. 
He apparently is an able lawyer, being the senior partner in a large 
and prominent law firm in Pittsburgh. If he did not create the 
rumors and truly did not know the source of his information regarding 
the rumors he compounded the wrong by publicizing them and failing 
to make a report to proper authorities. 

The subcommittee realizes that it is impractical and improper to 
investigate every idle rumor. However, when rumors of the nature 
related above are circulated so that the content and the timing thereof 
could react to benefit the circulator, the subcommittee had a duty to 
conduct as searching an inquiry as is possible. 

Another important issue developed by the subcommittee in its in- 


vestigation of this matter pertains to the payoff and dropout of com- 
peting applicants. 
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Three of the competing applicants were paid $50,000 each, ostensibly 
to reimburse a portion of their out-of-pocket expenses, by the remain- 
ing two applicants who merged and were awarded the channel. 

Messrs. Scott Fink and David Fink, father and son, and formerly 
president and secretary-assistant treasurer, respectively, of Wespen, 
one of the channel 4 applicants who dropped out of the proceedings, 
testified on November 14, 1958. 

With respect to the 3-3 tie vote by the Commission following oral 
argument, Mr. David Fink testified as follows (transcript pp. 447- 
448) : 


Mr. Davin Finn. The circumstances surrounding that dis- 
closure were as follows: Following the oral argument at the 
Commission, we proceeded to the offices of Haley, Doty & 
Wollenberg. I believe we left some papers that we had been 
carrying there and then we went next door to the Colony 
Club. That is next door to Haley’s office. We had lunch 
and then returned immediately to Haley’s office in the Broad- 
casting Telecasting Building on De Sales Street. 

As soon as we got back up to their suite of offices, Mr. Doty 
excused himself to go to his office to make a telephone call be- 
cause during the luncheon discussion there was something 
said about the possibility of being able to find out what 
action the Commission was going to take as a result of the 
oral argument. 

Mr. Doty did excuse himself and went to his office and 
made a telephone call, or at least said he made a telephone 
call. 

He came back after having made the call without identi- 
fying whom he had called—I can only presume that he called 
someone at the Federal Communications Commission—and 
informed myself and my father and whoever else might have 
been present that the Commission had taken some action fol- 
lowing the close of the oral argument; that there had been a 
vote resulting in a 3 to 3 tie; I believe that Mr. Craven had 
abstained because he had formerly represented one of the 
applicants; and that the 3 to 3 tie did not include any vote by 
any member of the Commission for the applicant of which I 
was a member. 

We then, of course, interrogated Mr. Doty as to what that 
meant with respect to us and he said, “Well, I suppose what it 
means is that the Commission is going to hold still for a period 
of time in order to see whether or not a merger can be ob- 
tained between the competing applicants and thus obviate the 
necessity for the Commission itself having to decide as be- 
tween the five applicants.” 

CounseL. Was it your impression from the advice you 
received from Mr. Doty that the Commission itself was 
engaged in forcing this merger of Television City and WCAE 
through ? 

Mr. Davin Frnx. I can only say that I got that impression. 

Mr. Counsen. Would you kindly fix the time when Mr. 
Doty informed you about this 3 to 3 tie vote on the day of 
June 3, 1957? 
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Mr. Davin Fink. As nearly as possible, it must have been 
somewhere between 1: 30 and 2 p. m. in the afternoon. 


Regarding the rumors relating to bribe offers and merger negotia- 
tions, the Finks testified as follows (transcript, pp. 450-455) : 


CounseL. Now, Mr. David Fink, at that meeting with 
Mr. Matta, was any mention made of a rumor that some 
unknown intermediary had solicited Mr. Reed or solicited 
Television City, Inc., for a payment of $50,000 in return for 
his vote ? 

Mr. Davin Fink. I do not recall that any mention of any 
solicitation of Television City was mentioned during the 
course of the discussion at that. luncheon. 

Counse.. I am now referring to the luncheon with Mr. 
Matta. 

Mr. Davin Finx. That is correct. Mr. Matta did not men- 
tion any solicitation with respect to Television City. He did 
reiterate, however, such a solicitation or attempt by Mr. or 
Chairman McConnaughey with respect to the Hearst organ- 
ization. I can’t recall his exact words but he said, if I re- 
member correctly, the gist of it was that he had heard that 
the Hearst organization had offered Mr. McConnaughey a 
retainer following his chairmanship of the Federal Communi- 
cations Committee and that the sum involved was somewhere 
in the neighborhood of $20,000 a year over a period of years. 
I do not recall at this time what period of years Mr. Matta 
said was involved. 

Counset. Did Mr. Matta mention to you the source of his 
information concerning this Hearst, matter ? 

Mr. Davin Fink. He did not. When he reiterated that 
information, or when he gave us that information, I can only 
recall saying, “Yes, I had heard that, too,” or “T had heard 
that also,” but he did not disclose the source of his information 
at that time or any other time that I can recall. 

Counsrt. Did you ever have any future conversations with 
Mr. Matta in which he mentioned any bribe solicitation ? 

Mr. Davin Fixx. No, sir, not with Mr. Matta. 

Counsex. Is it a fact that you never heard a rumor and 
that you never had any information whatsoever concerning 
the alleged solicitation of the $50,000 bribe to influence Com- 
missioner McConnaughey’s vote in favor of Television City, 
Inc., until the testimony of Mr. Eastland here on September 
23, 1958? 

Mr. Davin Fink. That isa fact, sir, I had not heard of any 
such bribe attempt or solicitation prior to reading the record 
made here by Mr. Eastland on that date. 

Counseu. In other words, the rumor was not so prevalent 
that it had reached the ears of you as a participant ? 

_Mr. Davin Finx. Not with respect to Television City; no, 
sir. 

Counset. I would like to ask Mr. Scott Fink if he would 
give the same answers to the same questions ? 
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Mr. Scorr F1nx. I never heard anything about the proposal 
which involved the payment of $50,000 by Television City to 
Mr. McConnaughey until I read the record of the report from 
the investigator, on September 23, I think was the date. 

Mr. Wotverton. Both of you have answered Mr. Lishman’s 
questions by stating that you never heard of a $50,000 offer or 
suggestion in connection with the television company that 
you mentioned. Did you hear it with reference to anybody 
else ? 

Mr. Scorr Fink. Are you speaking to me, sir? 

Mr. Worverton. Either of you. 

Mr. Davin Fink. Yes, sir, we had heard prior to that time. 
Sometime subsequent to the oral argument there was some 
merger talk, and eventually we learned, I believe through 
Mr. Haley, our counsel here in Washington, that WCAE and 
pre ision City would be willing to pay expenses of the other 

83 applicants to the extent of $50, 000 each if they would peti- 
tion the Commission to dismiss their applications. During 
the course of the negotiations with respect to that matter I 
had occasion to talk with Mr. Lee Eckels on the telephone 
from my office in the State Office Building in Pittsburgh, and 
I believe he was at his office up in the Grant Building. 

CounseL. May I interrupt you a minute? C ould. you fix 
the approximate date of that telephone conversation ? 

Mr. Davin Fink. I am afraid I cannot. It would be some- 
time subsequent to the oral argument and just prior to the 
date on which we petitioned the Commission to dismiss our 
application. What we were doing was exchanging the neces- 

sary papers in order to bring about the agreement whereby 
Television City and WCAE would pay our expenses to the 
extent of $50,000, and so it would be sometime shortly prior to 
our petition to dismiss based on the payment of $50,000. 

CounseL. Would it be in June or July of 1957? 

Mr. Davin Fink. It would probably have been in July of 
1957. And during the course of my telephone conversation 
with Mr. Eckels concerning our picking up the papers which 
required signatures of the officers of Wespen as well as the 
other applicants, Mr. Eckels said that Ted, whom I assume 
to be Mr. Theodore Pierson, who represented them, had told 
him that the Hearst organization had offered Mr. McCon- 

naughey $20,000 a year for a period of 5 years in order to in- 
fluence or to obtain his vote in favor of the Hearst applicant, 
WCAE. 

CounseL. Mr. Fink, did Mr. Eckels in the course of this 
June or July conversation make any mention of the prevalent 
rumor which has been testified to that an undisclosed inter- 
mediary had made a solicitation to Television City, Inc.. to 
the effect that unless Commissioner McConnaughey received 
$50,000 he would not vote for Television City, Inc.? 

Mr. Davin Fink. No, sir; he did not make any such men- 
tion of any such circumstances. 
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It appears that the circulation of rumors relating to bribery not 
only could have caused the disqualification of Hearst as an applicant 
and Chairman McConnaughey as a voting member in the proceeding, 
but actually did influence at least 2 of the applicants to withdraw 
their competition upon payment of $50,000 as partial reimbursement 
for out-of-pocket expenses. This is borne out by the following testi- 
mony (transcript, pp. 471-473) : 


Mr. Wotverton. When did you first learn of this supposed 
or alleged payment, either immediately or on terms of a period 
of years, of a sum of money to Mr. McConnaughey or his 
firm ? 

Mr. Scorr Fink. I never heard but one such rumor, sir 
and it was as follows: The same evening that David talked 
with Mr. Eckels, he reported to me that Mr. Eckels had in- 
formed him that Hearst had offered Chairman McCon- 
naughey the payment of a retainer over a period of 5 years, 
$20,000 a year, so that that came to me about fourth hand. 

David told me that Eckels told him and Eckels didn’t tell 
him where he heard that story and that is the only rumor 
I ever heard. I am sorry. I guess the way I heard it was 
that Ted told Eckels that. 

Mr. Wotverton. That who told Eckels? 

Mr. Scorr Fink. He said Ted told him, 

Mr. Wotverton. Who is Ted? 

Mr. Scorr Fink. Why, we took it to be W. Theodore Pier- 
son, who was commonly called Ted. 

Mr. Wotverton. When was the date of that information to 

ou ? 
‘ Mr. Scotr Finx. I would say that was around about—I 
checked this by looking at the date of the agreement between 
Television City and WCAE. I would say it was between the 
10th and the 13th of July 1957. 

Mr. Wotverton. Was it before you had made your settle- 
ment ? 

Mr. Scorr Fink. Yes, sir. It was wrapped up in the set- 
tlement proposal. 

Mr. Worverton. Did that have an influence on you? Was 
it a contributing influence which brought you to the con- 
clusion that it would be wise to make a settlement on the 
$50,000 basis? 

Mr. Scorr Frnx. Do you want to know what I thought? 

It sounded to me like the whole matter was up for public 
auction and I would be glad to have no part of it. 

Mr. Wotverrton. If there had been any such understand- 
ing between any of the parties and Mr. McConnaughey, it 
would have affected your case, would it not, in the decision ? 

Mr. Scorr Finx. I am sorry. I missed the last part of 
that, sir. 

Mr. Wotverton. I said if there had been any truth in the 
statement that amount had been offered to Mr. Mc- 
Connaughey, would that not have had an influence upon 
you in coming to a conclusion that you should accept the 
offer of $50,000 and get out of it and be clear of the whole 
thing ? 
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Mr. Scorr Finx. Had I known that there was any factual 
basis for that, it certainly would have influenced me to 
withdraw. 

Mr. Wotverton. Well, I assume that you did not have the 
factual information, judging by your answer, but neverthe- 
less, it could have been and was a contributing factor. 

Mr. Scorr Fink. Yes, I think it was. I would say “yes” 
to that. 


The only person named by Mr. Reed, in his testimony, as being 
one from whom he (Mr. Reed) heard the rumor relating to bribery 
was Mr. William G. Matta, of Matta Enterprises, Inc., another o 
the channel 4 applicants. Mr. Matta was called upon to testify No- 
vember 24, 1958, and he said (transcript, pp. 739-740; 741-742) : 


Mr. Woxverton. I would like to ask you, Mr. Matta, did 
you tell Mr. Reed that you had heard that Mr. McConnaug- 
hey was soliciting a bribe from the Hearst. interests. 

Mr. Marra. No, sir. 

CounsEL. Where did you first hear this rumor ? : 

Mr. Marra. I heard it on a telephone from Mr. Reed. 

Counsen. In other words, instead of your telling Mr. Reed, 
Mr. Reed told you, is that correct ? 

Mr. Marra. Yes, sir. 

CounseL. When did this telephone conversation occur ? 

Mr. Marra. It was sometime in June, I don’t remember 
the exact date. We had talked on the phone quite a few 
times. 

CounseL. Did anybody else mention this rumor to you? 

Mr. Marra. Not that I can remember. 

CounseL. Mr. Matta, did you have any further conversa- 
tions with Mr. Reed about this matter ? 

Mr. Marra. We had many conversations, all of which 
were concerning a merger of the applicants, but not relative 
to the bribe or bribe offer. 

CounseL. Did you have any conversations about this rumor 
with Mr. Eckels? 

Mr. Marra. I believe we discussed it, yes, after Mr. Reed 
told me. 

CounseL. And you recall the substance of those discussions 
that you had with Mr. Eckels? 

Mr. Marra. Only that it appeared to him or to them, I 
don’t remember the phraseology, that Mr. McConnaughey 
was seeking something. 

CounseL. Did you ever hear the second rumor or to the 
effect that Mr. McConnaughey was soliciting $50,000 a year, 
from Mr. Reed ? 

Mr. Marra. Yes; I heard that also. 

CounseL. When did you hear that? 

Mr. Marra. Shortly after this telephone conversation that 
Thad with Mr. Reed. 

CovnseLt. Do you remember who you heard that rumor 
from ? 
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Mr. Marra. This particular rumor was from Mr. Eckels. 

Counset. Mr. Eckels? 

Mr. Marra. Yes. 

Counset. Did you hear it from anybody else ? 

Mr. Marra. I can’t remember that I did, sir. 

CounseL. Mr. Matta, did you ever repeat the substance 
of the conversations you had with Mr. Reed and Mr. Eckels 


concerning either one of these two rumors which you heard 
from them? 


Mr. Marra. I don’t believe so. SOR 

CounseL. Did you diseuss it with other principals in 
your company ? 

Mr. Marra. I discussed it with my father ; yes. 


Mr. Matta also may have been influenced by this bribe rumor to 


withdraw as an applicant for channel 4. He testified as follows 
(transcript, pp. 742-743) : 


CounseLt. What was your reaction, after you had heard 
these rumors, that Mr. MeConnaughey was soliciting these 
bribes ¢ 

Mr. Marra. I was quite surprised and shocked. 

Counsgx. Did that have any effect on your decision to 
agree to withdraw upon payment of $50,000 as part compen- 
sation for your expenses ? 

Mr. Marra. I don’t remember whether that, in itself, had 
any bearing on it, but at a later date we did decide to with- 
draw. 

CounseL. Were you here during the testimony of Mr. 
Fink, Mr. Scott Fink? 

Mr. Matra. No, sir. 

CounseL. Have you read that testimony ? 

Mr. Marra. No, sir. 

CounseLt. Do you know that according to their testi- 
mony, the rumors had a profound effect in making their 
minds up as to withdraw ? 

Mr. Marra. I didn’t know that it had. 

Counset. It had some effect, however, in your decision ? 
sion ? 

Mr. Marra. Certainly. 


FCG STANDARDS; TRAFFICKING IN LICENSES; PAYOFFS AND MERGERS 


1. Inconsistencies in the application of Commission. criteria 


The Communications Act, as amended, does not provide definitive 
criteria to guide the Commission in selecting the best qualified appli- 
cant among several competing for a particular channel or facility. 
The only standard provided in the act is that of the public interest, 
convenience, and necessity. As stated elsewhere in this report, we 
believe that there should be a further study made with a view of 
reaching some practicable proposals which would furnish guidelines 
to the Commission in exercising its present broad discretionary power. 

The Commission, as stated in a letter dated August 30, 1956, from 
Chairman McConnaughey to Hon. Warren G. Magnuson, chairman 
of the Interstate and Foreign Commerce Committee of the United 
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States Senate, has evolved and employed a number of criteria in 
guiding its decisions in comparative television cases. This letter 
which appears in our May 15, 1958, hearing (transcript p. 265) states 
some of these criteria and notes their continuing evolution. The 
criteria set forth in the letter are: 


Proposed programing and policies, local ownership, inte- 
gration of ownership and management, participation in civic 
activities, record of past broadcast performance, broadcast 
experience, relative likelihood of ioteution of proposals 
as shown by the contacts made with local groups and similar 
efforts, carefulness of operational planning for television, 
staffing, diversification of the background of the persons con- 
trolling, diversification of control of the mediums of mass 
communications. 

In considering the above list, two points should be kept in 
mind. The list is not the final, absolutely complete delinea- 
tion of all the criteria which will be considered in the deter- 
mination of the better qualified applicant from the viewpoint 
of the public interest. As the Teenie gains added in- 
sight into its complex and difficult processing task, new fac- 
tors may be included or a particular factor may be dropped 
as having been found to have no real decisional vitality. 
The factors on the above list did not present themselves to 
the Commission simultaneously in the Commission’s first or 
even first hundred comparative decisions. They were worked 
out by the agency gradually and laboriously over its years 
of licensing since 1927. 


Mr. James P. Radigan, Jr., senior specialist, American Public Law, 
Legislative Reference Service, Library of Congress, testified on May 
15, 1958 (transcript pp. 260-299), concerning the comparative criteria 
of the FCC. 

There was introduced in the record a staff study made with Mr. 
Radigan’s help, entitled “FCC Standards or Comparative Criteria 
as Applied in 14 Representative Comparative TV Proceedings.” Mr. 
Radigan in his testimony summarized certain conclusions reached as 
a result of the study. At transcript page 264, Mr. Radigan testified : 


It is apparent from the 14 cases examined and summarized 
in the attachment hereto that the FCC decisions are not gov- 
erned by the rule of stare decisis. 

In each case it would have been impossible to predict in 
advance the degree of weight which would be given to each 
of the foregoing criteria, 

In some cases the diversification of control of media of mass 
communication is given decisive weight ; in some it is subordi- 
nated to other factors. 

In certain cases past experience of the applicant is made 
decisive and in others this factor is subordinated to that of 
local interest considerations. 


Elsewhere in Mr. Radigan’s testimony it was shown that the crite- 
rion of diversification of control of the mediums of mass communi- 
cations was used as the decisive factor to prevent the award of 
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a channel to an applicant having an interest in a newspaper in one 
case, whereas in a subsequent case having similar facts this criterion 
was ignored and the television award was made to a newspaper appli- 
cant. Our record discloses similar inconsistencies in the application 
of other of the Commission criteria. 


2. Trafficking in broadcast licenses 


Testimony received by the subcommittee on May 15-21, 1958 
(transcript, pp. 300-453), revealed extensive trafficking in broadcast 
licenses at prices greatly in excess of the actual investment in the 
enterprise. Stations whose operation has barely begun have been sold 
for large sums of money such a short time after the grant of a license 
as to bring into question the good faith of the applicant in seeking the 
license. In one case brought to the subcommittee’s attention, a con- 
struction permit was sold to one of the unsuccessful applicants 2 
months after it was granted. 

In recent years the Federal Communications Commission has usually 
approved proposed transfers without a hearing. The effect has been 
to nullify the results of the long and complicated comparative hear- 
ings to select the most qualified applicant. 

In Aladdin Radio & Television, Inc. (May 15, 1958, transcript, 
pp. 317-327), a comparative hearing was held in which one applicant 
was preferred on the basis of its superior local ownership, superior 
integration of ownership and operation, greater participation in local 
community affairs and greater broadcasting experience. Less than 
1 year later the applicant filed petition for transfer to LTF Broad- 
casting Corp., an entity lacking in the aforementioned qualifications 
by which the winning applicant was preferred. Transferor realized 
a profit all out of proportion to his investment in the station, which 
had been in operation for only 4 months’ time and the costly and 
protracted comparative hearing as well as the Commission standards 
announced in its decision were rendered meaningless in a proceeding 
where the grantee was permitted to voluntarily assign its license to 
a concern which in the first proceeding could not have measured up 
to the standards applied in making the grant, and, in the second, was 
enabled to acquire the channel without any hearing or consideration 
of the merits. 

In the St. Louis, Mo., channel 11 hearing (transcript, May 15, 1958, 
pp. 328-347) the Commission permitted the winning applicant within 
2 months after the grant to settle the judicial appeals of the 3 unsuc- 
cessful applicants who were appealing the decision in the case by 
assignment of the channel, “without consideration” to one, which then 
undertook to issue $200,000 worth of its 3 percent convertible deben- 
tures to each of the 2 other unsuccessful applicants which had appeals 
pending. Thus, the 3 judicial appeals from the channel 11 grant were 
withdrawn, and the winning applicant was enabled to purchase an- 
other existing channel in that same city which was unencumbered by 
the pressure of pending court appeals. It would appear from the 
testimony presented in this case that the Commission voluntarily abdi- 
cated its functions to the winning applicant (the Columbia Broad- 
casting System) and that the power of the FCC was invoked and used 
to assist a grantee in settling its judicial appeals. Such maneuver 


circumvented the FCC decisions and encouraged the questionable use 
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of the judicial process to accomplish such circumvention. In addition, 
where award had originally been made on the basis of the winning 
applicant’s “superior broadcast experience,” the final result after the 
transfer was in complete contradiction of that standard since the 
transferee had never done any television broadcasting and had no 
experience in the television field. 

In the case in WINT (now WANE), Fort Wayne, Ind. (transcript, 
May 21, 1958, pp. 408-415), the Commission approved the sale of a 
station which had been acquired by the then owner only 4 months be- 
fore. The sale had the effect of consolidating 2 TV stations in Fort 
Wayne and of eliminating a TV station in Angola, Ind., 39 miles 
away. Acquisition and sale within a few months also raised serious 
question as to the then owner’s good faith with respect to the public 
interest. The acquisition certainly does not appear to have been made 
for the purpose of operating the station as a public service—yet the 
Commission failed to investigate the matter, preferring instead to 
allow the transaction to take place after pro Fw approval (one 
Commissioner dissenting). 

In WVUE, channel 12, Wilmington, Del. (transcript, May 21, 1958, 
pp. 415-421), the Commission permitted the Storer Broadcasting Co., 
a corporation with a reputation for buying and selling stations, to pur- 
chase channel 12, the State of Delaware’s sole TV channel. The Com- 
mission then permitted Storer to move his transmitter site to a location 
nearer to Philadelphia after he promised that the station would be 
maintained and developed as a local Wilmington station providing 
service to both Wilmington and Philadelphia. In effect thereafter 
channel 12 for ail intents and purposes became a Philadelphia station, 
and later, when Storer entered upon negotiations to purchase a station 
in another community, the defunct channel was returned to the Com- 
mission with the result that in the entire State of Delaware no TV 
station is in operation today. This case points out another instance 
of the Commission’s failure to observe to the full extent its duties 
and obligations in regard to the licensing process. 

The KMGM case, Minneapolis, Minn. (transcript, May 21, 1958, 
pp. 421429) serves an an example of the manner in which the Com- 
mission by its lack of action has given impetus to an increasing tend- 
ency tow ard vertical integration in the communications industry and 
its component distr ibutors, producers, and exhibitors of programs and 
raises the question as to whether Congress or the Commission should 
place some restrictions on vertical integration within the industry. In 
this case, as in others, the transferors were in and out of the station 
within a few months, without any showing required to be made of the 
effect on the prime criterion for the award of a grant—the public 
interest. 

3. Payoffs and mergers 

A closely related problem arises out of payoffs of competing appli- 
cants, either directly or indirectly, through mergers or other agree- 
ments, and “quickie grants” of unc ontested applications without hear- 
ings. A flagrant example of this occurred with respect to channel 12, 
VHF, Providence, R. I. (transcript, pp. 385-406, May 20, 1958). 
There 2 of 3 applicants consented to dismissal of their ‘applications 
in return for an interest in a new corporation to which the construc- 
tion permit to be issued to the third applicant would be transferred. 
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Thereafter, an option for stock was issued to the parties to one of the 
withdrawn applications, whose original investment was nominal, was 
canceled upon the pay ment of more than $200,000. ‘Thus, adequate 


appraisal after public hearing of the merits or demerits of the appli- 
cants was foreclosed. 


4. Cases remanded by the courts 


Six cases have been remanded to the Commission as a result of 
testimony presented before this committee having to do with ex parte 
contacts and conflict of interest matters involving its adjudicatory 
decisions. 

These were: Indianapolis, channel 13; Boston, channel 5; Miami, 
channel 10; Springfield, Mo., channel 2: Peoria, til, channel 8; and 
Orlando, Fla., channel 9. 


INDIVIDUAL RESPONSIBILITY OF COMMISSIONERS FOR COMMISSION DECISIONS 


The subcommittee has been impressed with the need for change 
in the practices followed by some commissions of letting the commis- 
sion staff rather than individual commissioners assume ‘Tesponsibility 
for the preparation of commission decisions and opinions. It is the 
view of the subcommittee that inconsistencies in commission decisions 
over the years are traceable to a considerable extent to the failure of 
following the practice of having the commission, or the majority of 
the commission, designate individual commissioners to assume re- 
sponsibility for the preparation of the decisions or opinions of the 
commission, or the majority of the commission. It is the view of the 
subcommittee that this practice, which is traditional with the courts 
and which has been followed by. some commissions, should be adopted 
by all commissions. It is the hope of the subcommittee that this 
change will produce a sense of personal responsibility of individual 
commissioners for the decisions and opinions of the commission and 
will avoid t the practice of having commission staffs assume the burden 
of reconciling inconsistent decisions reached by the commissions. 


THE EAST BOSTON CO. CASE 


Our inquiry to determine why the East Boston Co. and its controlled 

subsidiary, Boston Port Development Co., did not file during the 8- 
year period 1948 to 1955 the annual for m 10K reports required of a 
registrant by the SEC developed a story of defiance by corporations 
and individnals of the authority of Federal regulatory agencies; fail- 
ure of such agencies to adopt adequate administrative procedures to 
prevent flagrant violations of their requirements; and imprudent con- 
tacts on behalf of friends with matters pending before such agencies 
by high echelon personnel in the executive department. 

We, therefore, deem it essential to rica in this report a résumé 
of the facts de Wweloped at our hearings (June 5, 6, 24, 25, and July 2, 3, 
9-11, 15-17) pertaining to these Goldfine controlled companies. 

In the prepared statement he read at the opening hearing Mr. Gold- 
fine stated that in the early 1940’s he began to acquire stock of East 
Boston Co., that in 1946 and thereafter he was majority public stock- 
holder of both companies, that he “* * * paid very little attention to 
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their internal affairs,” and conversely, that “Frankly, it (EBC) was so 
closely held that I am afraid that McDonald and I got to thinking of 
it as ‘our’ company” (transcript p. 2693, July 2, 1958). 

These companies succeeded in evading for many years, 1948 to 1955, 
the requirement of the SEC that annual form 10K reports be filed 
with it by a registered company within 120 days after the close of a 
parent company’s fiscal year. The fundamental reason for this situa- 
tion was long-term failure of the SEC to adopt an elementary control 
procedure that would have required the names of delinquent regis- 
trants to be reported to the Commissioners within a reasonable time 
after the due dates of such reports. SEC personnel testified that the 
responsible division director had, until recently, sole discretion as to 
when such delinquencies should be brought to the attention of the 
Commission (transcript p. 2174, June 25, 1958). 

In 1948 the SEC made several written requests of EBCO for the 
delinquent form 10K report for that year and one further request was 
made in 1949. The Commission then ignored this and subsequent de- 
linquencies until 1954. In 1954, after Vette put on notice by a press 
item that minority stockholders had filed suit charging Goldfine with 
mismanagement of EBCO, the delinquencies were brought to the at- 
tention of the Commissioners. 

The Commission in May of 1954 brought suit in United States dis- 
trict court at Boston to compel the company to file the reports. On 
July 13, 1955, the court ordered that these reports be filed. Later 
the presiding judge who had handled the proceedings up to that time 
disqualified himself because of his prior association with Bernard 
Goldfine, who had been named as a respondent for the first time in a 
petition for civil contempt filed November 4, 1955. Subsequent court 
action was necessary before acceptable reports were finally received 
by the SEC. During these proceedings, criminal contempt action was 
discontinued by the SEC in March 1956 upon payment by EBCO 
of $3,000 to cover estimated costs of the court action (transcript pp. 
1975-1993, June 24, 1958). 

In November 1956, the SEC petitioned the court to appoint a receiver 
“for the limited purpose of preparing and filing” the company’s 1956 
reports, then overdue (transcript p. 3486) ; it was withdrawn upon re- 
“ of the reports. 

n February 24, 1956, the Commission ordered a private investiga- 
tion of these companies (transcript p. 3505) ; completion has been de- 
layed because the suit of minority stockholders in Federal court, Bos- 
ton, was not concluded until December 9, 1958. 

The initial reports filed by these companies in 1955 pursuant to court 
order were inadequate, which further delayed essential facts being 
available to minority stockholders, without which their suit to compel 
restitution by Mr. Goldfine was seriously hampered. Shortly prior to 
commencement of our hearings on these cases, the press reported that 
Mr. Goldfine had offered to refund some $300,000; subsequent to the 
hearings the tender was reported to have been increased to $662,000, 
which a Federal judge refused to approve pending compliance by Mr. 
Goldfine with orders to disclose additional data regarding his financial 
transactions. Details of the settlement approved on December 9, 1958, 
were not available at the time of this writing. 

The corrected reports of BPDCO accented by the SEC in 1956 show 
that from 1945 to 1954, Mr. Goldfine and Mr. W. J. McDonald, a former 
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director, had withdrawn substantial amounts of cash, usually on the 
same dates and in tlie same amounts, for which each gave his personal 
note, some interest bearing and some non-interest-bearing; in addition, 
each was indebted to the company on open account. The aggregate 
amounts owed by each of them at December 31, 1954, were: 





Notes Open Total 
account 
GlOMRTENG, TORT HOE.......ccccctasgressqcesscbquneegosepeaecndeal $79, 750 $25, 223 $104, 973 
McDonald (deceased in 1948), 1945-48................--...-..- 84, 750 12, 961 97, 711 
TURN. thik cic ccccccbhdechbisbbuewcnsseticig npn 164, 500 38. 184 202, 684 


Details of these notes and withdrawals appear on a subcommittee ex- 
hibit. An officer of the company testified in Boston that no attempt 
had been made to effect collection of the amounts of these and other 
notes and a loan, all aggregating $305,684 (transcript pp. 1238-1240, 
June 6, 1958, Boston Port Development Co. ‘Adjusted Report as at 
December 31, 1954). 

Despite the reputed affluence of Mr. Goldfine, the corrected report 
showed that for various reasons the CPA who prepared the report 
deemed all of the aforementioned notes and accounts to be endatléet- 
ible and set up a $305,684 reserve for so-called bad debts. 

The corrected report also showed that in 1947 Mr. Goldfine and Mr. 
McDonald had cath received a check for $20,000 allegedly as commis- 
sions, for which no vouchers were available. (It was when subcom- 
mittee counsel questioned Mr. Goldfine about this item that he first 
declined to answer a question put to him) (transcript p. 3095, July 10, 
1958). These and other paid checks, issued 1947 to 1954 and charged 
as expenses and for which no vouchers were available, aggregated 
$54,514. 

Also, paid checks drawn to the order of “Cash” and for which no 
vouchers were available aggregated $25,251. In the period 1947 to 
1954, when the aforesaid cash withdrawals were made, BPDCO was in 
substantial arrears on real-estate taxes payable to the city of Boston. 

A further indication of mismanagement of BPDCO evidenced by 
the corrected report shows that another of Mr. Goldfine’s companies 
benefited by BPDCO writing off as uncollectible some $68,000 of ac- 
crued interest on a $500,000 mortgage it held on a property of Little 
Building Trust, Inc., a Goldfine entity (Boston Port Development Co. 
Adjusted Report as at December 31, 1954, transcript p. 3124, July 11, 
1958). 

We urge consideration by the Congress as to whether SEC, when 
it has before it data indicating obviously improper corporate financial 
practices which constitute abuses of the rights of minority stockholders, 
should be empowered and directed to obtain custodial receivership to 
bring about dintentingance of such abuses. SEC personnel testified 
that under the 1934 act they do not have authority to inquire into 
internal operations of a registered company. 

Before questioning Mr. Goldfine on July 11, 1958, the chairman 
read to Mr. Goldfine in open hearing a statement explaining to the 
witness the relevancy and pertinency of questions asked and to be 
asked. A copy of such statement is included herein as appendix A. 
After the reading of the foregoing explanation, a copy of which was 
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furnished to Mr. Goldfine’s counsel, the witness refused to answer 
questions ruled pertinent by the chairman. 

Accordingly, this subcommittee voted 8 to 0 to recommend that he 
be cited for contempt of Congress; this recommendation was ap- 
proved 82 to 0 by the parent House Interstate and Foreign Commerce 
Committee and on August 13, 1958, by the House of Representatives, 
369 to 8. The citation was referred to the United States attorney for 
the District of Columbia for appropriate action. On December 8, 
1958, the grand jury indicted Mr. Goldfine on 18 counts. 


Violations of Federal Wool Labeling Act by companies owned 
or controlled by Mr. Goldfine 

A similar record of long continued and flagrant violation of the 
Wool Products Labeling Act. by the Goldfine companies, and tardy and 
feeble enforcement of the statute, was revealed in the subcommittee’s 
hearings. Having learned in 1951 that one of these companies was 
seriously misrepresenting its fabrics, and having received evidence of 
subsequent violations, in December 1953, the Commisison staff de- 
manded information from Northfield Mills, a Goldfine company, con- 
cerning other mislabeled fabrics sold by it and the names of customers 
to whom they were sold. 

Mr. Goldfine solicited the aid of Mr. Sherman Adams, then Assistant 
to the President of the United States, about a December 4, 1953, letter 
to Northfield Mills which requested information as to the names of 
the Northfield customers who had received misbranded material and 
whether they had been notified of the misbranding. This information 
was not furnished, and the mislabeling case was settled by consent. 
Testimony by an FTC employee was that in similar consent settlements 
it was a “routine requirement” to obtain the information requested in 
the December 4 letter (transcript, June 16, 1958, p. 1667). 

Commissioner Robert T. Secrest, Acting Chairman, testified 
(transcript, pp. 1577-1579, June 16, 1958) that during the summer 
of 1953 it was observed by the Wool Division that a large number of 
fabric mills throughout the country were blending small, undisclosed 
percentages of nylon fibers in their wool and cashmere yarns under 
the misconception that there was a 5-percent tolerance for fibers other 
than wool under the provisions of the Wool Products Labeling Act. 
This practice was brought to the attention of the entire woolen-fabric 
industry through a release and letters to responsible associations and 
manufacturers. At that time the true requirements of the law with 
respect to the addition of nylon for structural purposes were fully 
explained to the trade. 

He stated that since the practice was a general one resulting from a 
misinterpretation of the law, coupled with the fact that the public 
interest was in no way hurt by the presence of the small percentage 
of nylon fiber, no action was recommended against the mills which 
had been engaging in this practice; and no further evidence that the 
practice was being continued came to the attention of the Commission. 

He further testified that the closing of the Robert Lawrence and 
Northfield matters in the early part of 1954, respecting their use of 
fabrics containing small percentages of nylon, was in keeping with the 
aaROUAS of sinilar practices engaged in by other mills a few months 
earlier. 
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He also asserted that during fiscal years 1953 and 1954 approxi- 
mately 1,200 and 1,250 matters, respectively, involving minor infrac- 
tions of the Wool Products Labeling Act were disposed of on a volun- 
tary, cooperative basis through the acceptance of assurances of dis- 
continuance from the concerns involved. 

The record shows that thereafter Mr. Goldfine’s companies practiced 
mislabeling of fabrics on a greater scale than before. When the Com- 
mission’s investigators began gathering evidence of these violations, 
Mr. Goldfine again appealed to Mr. Adams who arranged an appoint- 
ment for him with the then Chairman of the Commission, Mr. Edward 
F. Howrey, in April 1955. His companies continued to sell falsely 
labeled fabrics. In March 1956, the Commission’s project attorney in 
charge of these investigations prepared a detailed report showing the 
long record of serious and willful violations by these companies. He 
recommended that the Commission issue a complaint against these 
companies and that the facts be certified to the Department of Justice 
for criminal prosecution. The project attorney who made this rec- 
ommendation was experienced and capable and was cognizant of Com- 
mission policy against institution of criminal proceedings except in 
the most flagrant cases. The Chief of the Division of Wool, Fur, and 
Flammable Fabrics, who had been present at Mr. Goldfine’s conference 
with the Chairman in April 1955, at the conclusion of which Mr. Gold- 
fine made a telephone call to Mr. Adams, disapproved the recommen- 
dation for criminal prosecution and the Commission did not adopt the 
recommendation of the project attorney. It simply issued a complaint 
and, after negotiations with Mr. Goldfine’s attorneys, issued a consent 
order in February 1957 requiring future compliance with the law. 


Refusal of Mr. Bernard Goldfine to reveal his use of bank 
treasurer’s checks and certified checks outstanding for many 
years 

By means of subpena, the subcommittee had proof that Mr. Gold- 
fine and his companies had outstanding as of May 7, 1958, $776,879.16 
in uncashed bank treasurer's checks and certified checks. Included in 
this total amount were treasurer’s checks purchased during the period 
of 1941 to 1958 from the former Pilgrim Trust Co., of Boston, Mass., 
in the amount of $357,867.05. Also included were uncashed certified 
checks obtained during the period 1943 to 1957 by companies reported 
to be owned or controlled by Mr. Bernard Goldfine in the amount of 
$419,012.11 (transcript, pp. 2711-A2711-B, July 3, 1958). 

Bank treasurer’s checks conceal the name of the purchaser of same 
and are good forever or until the bank which issues them is extin- 
guished, The purchaser of a treasurer’s check and the principal for 
whom a certified check was issued can at any time, by appropriate 
legal procedure, recoup the amounts of such outstanding checks. Mr. 
Goldfine refused to answer questions concerning the purpose for which 
the outstanding certified and bank treasurer’s checks were obtained, 
why they were outstanding for such long periods, and how they were 
treated on the books of his companies (transcript, pp. 2958-2962, July 
9,1958). 

For 17 of the uncashed treasurer’s checks in amounts of $1,306 to 
$10,000 and aggregating $89,035, Mr. Goldfine claimed he had no ree- 
ords. The fact that his company since 1943 made no attempt to recoup 
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this $89,000 raises strong suspicion that the checks were not for legiti- 
mate purposes. Whether any of the uncashed treasurer’s checks had 
been endorsed and negotiated for the purchase of influence is a matter 
left unanswered (transcript, pp. 2920-2923, July 9, 1958). 

The specious nature of Mr. Goldfine’s refusal to answer questions 
concerning the purpose of the outstanding treasurer’s checks is 
indicated by the questioning at transcript pages 3185 and followin 
July 11, 1958. This questioning brought out that Mr. Goldfine had 
already testified and stated the purposes for which three of the un- 
cashed treasurer’s checks had been purchased. One of the three 
checks Mr. Goldfine testified had been for payment of services ren- 
dered to Boston Port Development Co. Yet, when Mr. Goldfine was 
questioned concerning a check for $20,000 drawn to him by Boston 
Port Development Co. in 1947, allegedly for commissions, and for 
which no voucher was available (as shown by the auditor’s report on 
file with the SEC), he refused to answer on the ground of irrelevancy 
(transcript p. 3095, July 10, 1958). Mr. Goldfine did not answer 
the question as to the difference between the instance where he had 
testified that a treasurer’s check purchased by Boston Port Develop- 
ment Co. was for services rendered and the instance of his refusal to 
answer questions concerning the Boston Port Development Co. $20,000 
check made payable to him (transcript, p. 3185). 

Seldom, if ever, are bank treasurer’s checks utilized in normal, legit- 
imate transactions as prolifically as by Goldfine for purposes he re- 
fused to reveal. That an astute businessman would have failed to 
have taken appropriate action to recoup the amounts represented by 
bank treasurer’s checks purchased and certified checks aaatnen 1941 
to 1958, outstanding at May 8, 1958, and on which no interest was 
accruing to him is astounding. 


THE RELATIONSHIP BETWEEN MR. ADAMS AND MR. GOLDFINE 


Mr. Sherman Adams, then assistant to the President, wrote to 
Chairman Harris on June 12, 1958, as follows: 


Tue Warre Hovsz, 
Tue AssIsTANT TO THE PRESIDENT, 
Washington, June 12, 1958. 
The Honorable Oren Harris, 
Chairman, Special Subcommittee on Legislative Oversight, 
House of Representatives, Washington, D.C 

Dear Mr. Harris: Since your committee has chosen to make public 
the extent of entertaining of myself and my family on the part of an 
old friend, Mr. Bernard Goldfine, and has insinuated that because of 
this entertaining or his friendship Mr. Goldfine has received, on my 
intercession, favored treatment from Federal agencies, I feel that I 
should set the record straight. 

es ageing deny such insinuations. They are unwarranted, and 
unfair. 

Mrs. Adams and I have known Mr. and Mrs. Bernard Goldfine for 
well over 15 years. We have entertained them in our home and they 
— entertained us in theirs. We have had a close personal relation- 
ship. 
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Some years ago Mr. Goldfine told me that whenever I had occasion 
to come to Boston he hoped that I would stay in his hotel suite at the 
Sheraton-Plaza. I understood that he maintained this apartment on 
a continuing basis. Whenever I was in Boston overnight, I accepted 
the hospitality thus proffered by my friend. It was not until after 
the records of the Sheraton-Plaza Hotel were subpenaed by your com- 
mittee that I learned that Mr. Goldfine did not then maintain an 
apartment on a continuing basis. 

The committee could have also disclosed that Mrs. Adams and I 
were guests of Mr. and Mrs. Goldfine at the Mayflower Hotel in Ply- 
mouth last year, and were guests at their home in Chestnut Hill at 
other times. 

Late in 1953 Mr. Goldfine gave me a letter he had received from 
the Federal Trade Commission’s Wool Labeling Division, and asked 
me what had prompted it. I called the Chairman of the Federal 
Trade Commission, Mr. Edward F. Howrey, on the telephone and 
asked if the information Mr. Goldfine desired could be made avail- 
able to him. As a result of this call, Mr. Howrey prepared a short 
memorandum which I passed along to Mr. Goldfine. A copy of Mr. 
Howrey’s memorandum is enclosed. About a month later, before 
sending the Howrey memorandum to central files, my secretary called 
Mr. Howrey’s office to inquire whether or not the matter was still 
current. She was informed that 2 weeks previously the company had 
agreed in writing to comply in every respect with the requirements 
of the Wool Labeling Act and that hence the matter was closed. 

Early in the spring of 1955, Mr. Goldfine asked me to make an 
appointment for him with Mr. Howrey to discuss a problem under the 
Wool Labeling Act. This I did and it was all that I did. I made no 
representations to Mr. Howrey, nor did I ask that he or the Commis- 
sion do or refrain from doing anything. I have since learned that 
some time after Mr. Goldfine talked with Mr. Howrey, the Federal 
Trade Commission instituted a proceeding under the Wool Labeling 
Act against three of Mr. Goldfine’s companies and that such proceed- 
ing resulted in the issuance by the Commission of a cease-and-desist 
order. Mr. Goldfine never informed me of this proceeding, or asked 
me to take any action with respect to it. 

Your committee has made insinuations that I brought influence to 
bear on behalf of Mr. Goldfine in the East Boston case. These in- 
sinuations are false. Here are the facts: 

Sometime in 1956, Mr. Goldfine, during a conversation with me, 
complained about the actions of the Securities and Exchange Commis- 
sion in what he called the East Boston case. He never asked that I do 
anything, but I requested the special counsel to the President to find 
out what this case was about. He called the General Counsel of the 
Securities and Exchange Commission for this information and re- 
ported back to me. He informs me that he did not disclose that it 
was I who had requested the information, and further that he made 
no representations nor did he ask the General Counsel to do or refrain 
from doing anything. When I received the information, I did nothing 
further. Neither I nor, to the best of my knowledge, any other mem- 
ber of the White House staff, except in the one instance I have dis- 
cussed, ever talked with anyone in the Commission or in any other 
Federal agency concerning that case. 
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To the best of my recollection, these were the only instances in which 
I had any communications w hatever with any Federal agency in mat- 
ters relating to Mr. Goldfine or his business, and I have described the 
full extent of my communications. Your committee staff could easily 
have ascertained these facts before making insinuations based upon 
the entertaining of myself and my family by an old friend. 

Yours very truly, 

/s/ SuerMaN Apams. 


Enclosure. 
[Enclosure to June 12, 1958, letter] 
Freperat Trappe ComMIsston, 
OFFrick OF THE CHAIRMAN, 
Washington, January 4, 1954. 
Memorandum for Honorable Sherman Adams re Northfield Mills. 


According to Mr. Hannah, Chief of our Wool Division, the purpose 
of the December 4 letter to Northfield was twofold: (1 to obtain 
additional facts, and (2) to obtain further assurances of correction 
of labeling with the hope that the matter can be disposed of on an 
informal basis. 

The Wool Products Labeling Act requires, among other things, that 
“the kind and percentage of each different fiber contained in the 
product” be disclosed on the label. 

On November 3, 1953, Einiger Mills lodged a complaint against 
Robert Lawrence, Inc., a Boston coat manufacturer, operating under 
the trade name of Leopold Morse, which was using Northfield fabrics 
labeled 90 percent wool, 10 percent vicuna. According to our Wool 
Division, the label was inaccurate for the reason that the fabric con- 
tained nylon fibers. 

When the matter was brought to the attention of Northfield, Mr. 
Clarence Tichell, of Boston, their counsel, assured Mr. Hannah that 
Northfield would immedi: ately correct their labeling. 

Following Mr. Tichell’s visit, the Wool Division received North- 
field’s letter of November 17, 1958, restating only in part the assur- 
ances made by Mr. Tichell. Thereafter FTC investigators learned 
that other concerns, i. e., other than Robert Lawrence, Inc., were 
using a different range of Northfield fabrics also containing undis- 
closed amounts of nylon fiber. This fact prompted the Division’s 
letter of December 4. 

With reference to Einiger Mills, their labeling practices have re- 
cently undergone inspection by our Wool Division. Einiger, during 
the course of the inv estigation, agreed to correct, their labeling but 
insisted that others, including Northfield, do likewise. 

The alleged misbranding by Northfield came to Einiger’s attention, 
I am told, through their anal of Northfield’s fabric in connection 
with a suit in Boston in which Einiger sought to enjoin Robert Law- 
rence, Inc., from use of the trade name “Vicunanb” on garments made 
from the Northfield fabri ic, the same allegedly being an infringement 
of Einiger’s trademark rights under the name “Vicunaire.” 

In addition to filing a complaint against. Robert Lawrence, Inc., 
Einiger has now filed complaints against other manufacturers using 
Northfield fabrics. 
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Mr. Hannah advises me that if Northfield will give adequate assur- 
ances that all their labeling will be corrected, the case can be closed 
on what we call a voluntary cooperative basis. 


E. F. H., 
Epwarp F.. Howrey, Chairman. 


In his letter, Mr. Adams did not allude to other entertainment, nor 
to gifts, he received from Mr. Goldfine which were subsequently cor- 
roborated by testimony of both persons. Mr. Goldfine testified that the 
cost of this and other entertainment of Government officials and of his 
gifts to Mr. Adams and gratuities to others were treated as deductible 
business-expense items on the tax returns of his companies. 

On June 16, 1958, the chairman assured Mr. Adams by letter (copy 
of which is included as appendix B hereto) “that the committee has 
not, nor does it intend to disclose any information which is not relevant 
to the investigation”; that Mr. Adams’ letter to him was being put 
into the record, and that “the committee would be glad to have any 
additional information you might want to present regarding these 
incidents and is pleased to provide you the opportunity to appear 
before it and invite you to do so * * *.” The statement made by the 
chairman at the outset of the hearing on June 16, 1958, is included 
hereto as appendix C, 

Mr. Adams appeared before the committee on June 17, 1958. In 
his prepared statement (copy of which is attached hereto as appendix 
D) and other testimony, he stated he had been introduced to Mr. 
Goldfine in the early 1940’s by a mutual friend who described Mr. 
Goldfine as an “honest citizen, trustworthy and reliable” (transcript 
p. 1783, June 17, 1958), and that he had “never during the past 18 
years found him to be anything else.” He referred to Mr. Goldfine 
as “an immigrant boy who came to this country, founded a business, 
raised a family, and made a success himself.” 

He reiterated their families’ friendship antedating Adams coming 
to Washington; conceded that his bills for rooms in various hotels, 
including the Waldorf-Astoria in New York City, had been paid by 
Mr. Goldfine. Mr. Adams stated he had accepted such hospitality 
“with no strings attached.” He said he accepted a large living room 
rug from Mr. Goldfine with the understanding that the rug was Mr. 
Goldfine’s property, to be returned “when we moved from our present 
house or returned to New Hampshire” (transcript pp. 1783-1787, 
June 17, 1958). 

He acknowledged the gift of a coat made of a fabric [ vicuna] manu- 
factured by one of Mr. Goldfine’s mills, which Mr. Goldfine had made 
up for him, and in subsequent testimony admitted that two smaller 
rugs were provided by Mr. Goldfine; also a tailor-made suit (transcript 
pp. 1787-1788, 1811, June 17, 1958). 

He stated that “over the years our families have exchanged a number 
of gifts” (transcript p. 1788, June 17, 1958), and that “it has been 
a warm relationship.” 

He denied that Mr. Goldfine had secured any favors or benefits from 
any branch of the Federal Government because of their friendship. 
He emphasized that he had “never permitted any personal relationship 
to affect in any way any actions of [his] in relation to the conduct of 
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[his] office” (transcript p. 1789-1790, June 17, 1958), and said that if 
he had so conducted himself “as to cast any semblance of doubt upon 
such conduct,” “the error was one of judgment and not of intent” 
(transcript p. 1790, June 17, 1958). He admitted, however, that “if 
I had the decisions now before me to make I believe I would have 
acted a little more prudently” (transcript p. 1848, June 17, 1958). 

Although Mr. Adams claimed that Mr. Goldfine got no other treat- 
ment from the FTC than any ordinary citizen would have gotten, he 
acknowledged that he transmitted to Mr. Goldfine a copy of the memo- 
randum from Edward F. Howrey, which disclosed the name of the 
company which had complained against Northfield Mills (transcript 
pp. 1792-1798, June 17,1958). It is the firm rule of the Federal Trade 
Commission not to disclose the names of complainants. 

Mr. Howrey, former FTC Chairman, testified he did not consider 
the memorandum he sent to Adams official Trade Commission business, 
that it was a personal memorandum and that no copy of it was ever 
left in the files of the Commission. 


THE CROWELL-COLLIER PUBLISHING CO. CASE 


Hearings were held on this SEC case on September 16 and 17, 1958 
(transcript, pp. 3559-3768). For many years this company published 
nationally known magazines and, through a subsidiary, books, and 
until the early fifties was a profitable enterprise. Since 1956 it has 
again become profitable in other types of operations. 

In 1955 the company was informed by various banker-advisers that 
its financial problems required “equity or long-term financing.” 

Its financial condition was such that had it filed for registration in 
connection with any proposed financing under the Securities Act of 
1933, the disclosures required probably would have vitiated efforts to 
raise additional capital. 

At the instigation of Elliott & Co., a registered broker-dealer firm, 
a plan was evolved whereby in alleged “private placement”? financing, 
$4 million principal amount of 5 percent 10-year convertible debentures 
were sold in 1955 and 1956. Each debenture was convertible into Cro- 
well common stock at the rate of $5 per share—200 shares per $1,000 
debenture. The 1955 financing also included the sale to the financiers 
of warrants for 125,000 shares of Crowell common stock at 1 cent each, 
an aggregate price at $1,250. In 1956, they also obtained at 1 cent 
each warrants to purchase 100,000 shares of common stock. 

On pages 16 and 17 of a report to the Commission by the Division 
of Corporation Finance and Division of Trading and Exchanges, 
dated July 3, 1957 (transcript, p. 3654, September 17, 1958), the rea- 
sons it was necessitous for Crowell-Collier to issue convertible deben- 
tures are described as follows: 


In the light of existing circumstances, in 1955 it was decided 
that a convertible debenture was the only kind of security 
which could be placed. However, based on net earnings of 
only $76,000 in 1952, and the losses suffered in 1953 and 1954, 
Crowell-Collier was not in a position to service a 5-percent 


2 Without any attempt at clearance with the SEC an exemption from registration require 
ments was taken under the obviously specious claim that sec. 4 (1) of the Securities Act 
-of 1933 (which in effect exempts nonpublic offerings) was applicable. 















| 
| 
) 


re- 
et 


INDEPENDENT REGULATORY COMMISSIONS 51 


interest rate. Thus, when Mr. Elliott designed the security 
which he would be interested in placing, the conversion rate 
obviously had to be fixed so as to attract a ale”, pcm in 
a speculation promising an immediate profit. is also would 
encourage conversions into common stock, thereby accom- 
plishing the desired end of effecting equity financing. Such 
conversions also would reduce the debt structure and the fixed 
interest charge and for these reasons the Crowell-Collier offi- 
cials later welcomed conversions when they occurred. 

For these reasons the conversion rate was set at $5 although 
the bid and asked prices on June 29 and July 6 were 514 and 
614. Atthe time oh thenide on August 10, the stock was selling 
in excess of $8, making it possible upon conversion of a deben- 
ture into 200 shares of stock to obtain shares having a market 
value in excess of $1,000. Thus it is obvious that by setting 
the conversion rate below market the sale of the debentures 
was greatly facilitated. 


The company, having registered its outstanding common stock with 
the SEC in 1946, was required under section 15 (d) of the Exchange 
Act of 1934 to file certain annual and periodic reports. On September 
12, 1955, some time after $3 million of its debentures and warrants for 
125,000 shares of its common stock had been sold, these sales were 
reported to the SEC on a form 8-K report. 

The report stated that the “sale of said debentures was not under- 
written,” that purchasers had represented that they were “taken for 
investment,” and that so-called “investment letters” were obtained. 
Data obtained later showed that the brokers had received “investment 
letters” from 27 principals and that they, in turn, had been furnished 
with such letters by their associates, about 40 individuals and 
companies. 

In the 1956 financing the same plan was used. “Investment letters” 
were obtained from 22 purchasers and by them from their 14 associates. 

The “investment letters” pertained only to the debentures; the stock 
into which they were convertible was not covered. 

Although the proposed financing by Crowell-Collier and important 
changes being made in its type of operations, including contemplated 
acquisition of a chain of radio stations, were widely publicized in 1955, 
no action was initiated at that time by the Commission to determine 
whether the proposed financing would be a transaction entitled to 
exemption under section 4 of the 1933 act. 

The then Chairman of the SEC had received a letter from a 
Senator dated August 8, 1955, with which the Senator enclosed a letter 
from a constituent who objected to the recent financing effected by the 
company and inquired “Can the Securities and Exchange Commission 
* * * be of any help in having this action rescinded.” In a reply 
dated August 17, the Chairman transmitted to the Senator a memo- 
randum prepared by the Division of Corporation Finance indicating 
that the Commission lacked authority and jurisdiction over the subject 
matter. 

In 1956, as a result of memoranda and reports from the Commission’s 
New York regional office, the Commission on December 21, 1956, issued 
an order directing that a public investigation be made with respect to 
the offering and issuance of the aforesaid securities, including deter- 








mination as to whether there had been violations of the 1933 and 1934 
acts and the Trust Indenture Act of 1939 and “to secure information to 
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serve as a basis for determining whether further legislation is neces- 


sary.” 


Our record shows that a memorandum dated November 25, 1956, of 
the New York regional administrator, Paul Windels, Jr. (transcript, 
. 3690), and a report to the Commission dated July 3, 1957, from the 
Divisiéns of Corporation Finance and of Trading and Exchanges 
(transcript, p. 3650) clearly outlined that Crowell-Collier was not 
entitled to the exemption under section 4 (1). Yet prompt action was 


not taken. 


This memorandum and report show that the fact required for the 
claimed exemption was not present. Specifically, it was set forth 
that the various purchasers of the Crowell-Collier convertible deben- 
tures did not comprise one class or one group and were not closely 
associated with the company; that the services of an underwriter 
were employed; that there was no investment intent present by either 
the purchasers or the company with respect. to the stock into which 
the debentures were convertible; that the company facilitated the 
sale of the underlying stock by the terms of conversion in that the 
bonds were convertible into stock at $5 per share and that such bonds 
were issued when the stock was selling at $8 and $9 a share, and the 
company promptly listed such underlying shares on the American 
Stock Exchange. It was also shown that the company, without 
registration, issued warrants to the underwriter exercisable at $5 
and $10 a share and listed such underlying stock on the American 
Stock Exchange. 

The company’s application under the 1934 act for registering and 
trading its common stock on the American Stock Exchange became 
effective October 13, 1955. 

On June 24, 1957, Crowell-Collier filed a registration statement 
and an application for qualification of the indenture with respect to 
the debentures and common stock. The registration statement became 
effective by order of the Commission on August 9, 1957. 

In other words, the Commission (1) permitted and entertained 
the filing of a registration statement on June 24, 1957, for the deben- 
tures illegally issued in 1955 and 1956; (2) purged Crowell-Collier 
of any and all violations on August 9, 1957, the effective date of the 
. registration statement. 

This action was taken by the Commission while the adjourned 
public hearing investigation was still pending. It would appear the 
Commission completely ignored 3,000 pages of testimony and 108 
exhibits consisting of about 1,000 or more documents. 

The record clearly shows that the aforesaid sales of debentures 
and subsequent issuance of stock on conversion of such debentures 
not only involved violations of section 5 of the Securities Act of 
1933, as amended; but that such securities were sold in violation of 
the registration, prospectus, and antifraud provisions of the Secu- 
rities Act pursuant to claimed exemptions which, in fact, were not 


available. 


The record indicates that from July 1955 to December 


21, 1956, a period of 18 months, the Commission failed to take any 
affirmative action even though it had notice of numerous specific in- 


stances where the violations had officially come to its attention. Be- 
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cause of the Commission’s failure to take immediate effective action, 
many subsequent violations by all the participants occurred. In this 
connection a responsible officer of the Commission testified there were 
at least 500 participants in violation. Asa result, numerous sections 
of the Securities Act of 1933, as amended, were violated ; also sections 
of the Securities and Exchange Act of 1934, as amended, and the 
Trust Indenture Act of 1939. 

On August 12, 1957, the Commission made a formal report (release 
No. 3825) based on the still pending investigation in which it indi- 
cated that all participants, including Crowell-Collier, broker-dealers, 
purchasers, and counsel, were in violation of various statutes ad- 
ministered by the Commission. Subsequently, on May 7, 1958, the 
Commission issued its findings and opinion and suspended from 
membership in the National Association of Securities Dealers, Inc., 
the following brokers: 


Period of Effective 











suspension date 
Days 
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Despite illegal actions by participants, the Commission imposed 
only nominal penalties on but 3 of the broker-dealers involved— 
suspension for 5 to 20 days from membership in the National Associa- 
tion of Securities Dealers, Inc. Thus, they and numerous other par- 
ticipants in the financing effected through evasion of the requirements 
of the 1933 act were able to keep the fruits of their lawbreaking with 
immunity from any effective administrative sanctions. 

Recommendations for amendments of the securities acts to cope 


with the type of evasions disclosed in the Crowell-Collier case are 
made elsewhere in this report. 


INVESTMENT ADVISERS ACT OF 1940 


Our recommendation that the act be amended arises from the fact 
that as shown in the hearings held September 17, 1958 (transcript, 
pp. 3754-3767), investment advisers are not now required to disclose 
the financial interest of affiliates in securities concerning which they 
give advice. 

This situation was developed in our hearings on the Crowell-Collier 
issue of convertible debentures. 

Arnold Bernhard & Co., Inc., a registered investment adviser, pub- 
lishes the Value Line Investment Survey, an investment advisory 
publication, and also acts, by contractual arrangement, as investment 
adviser to three open-end investment companies registered under the 
Investment Company Act of 1940, and generally known as the Value 
Line Fund, Value Line Income Fund, and Value Line Special Situa- 
tions Fund. 

Mr. Bernhard is president of the publishing company and of the 
Value Line Special Situations Fund, a publicly owned investment com- 
pany, sponsored by Mr. Bernhard. 
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Since 1951 one of the stocks on which the Investment Survey has 
supplied its 15,000 subscribers ee and reports of corporate devel- 
opments—actual and contemplated, and projections of probable earn- 
ings and market price—is the common stock of Crowell-Collier Pub- 
lishing Co. 

In June 1956 the Special Situations Fund purchased $200,000 
principal amount of Crowell 10-year 5-percent convertible debentures 
at 160 percent of their face value ; each $1,000 debenture was convertible 
into stock at the rate of $5 per share—200 shares per $1,000. It was 
reported that to “sweeten the deal” the fund was given 15,000, 5-year 
warrants which entitled the holder to subscribe to Crowell stock at $10 
per share. 

Mr. Bernhard and, later, members of the fund’s investment commit- 
tee, were solicited to purchase the bonds by principals in the 1956 
financing of Crowell, which issued and sold $1 million of debentures. 

The failure to disclose to Investment Survey subscribers an obvious 
“dual interest” with respect to Crowell securities did not constitute a 
specific violation of the act; see testimony by SEC personnel, tran- 
script pages 3755, 3756. However, the Investment Survey and the 
Value Line Special Situations Fund were entities with a common 
principal, Mr. Arnold Bernhard. Subscribers to the Investment Sur- 
vey were not put on notice regarding the publisher’s direct or indirect 
pecuniary interest in the recommended security. Regardless of tech- 
nicalities as to the relationship of the named entities, we believe that 
this situation emphasizes the need for our recommended legislation. 

We concur in the statement of the Honorable Edward N. Gadsby, 
Chairman, SEC, that the act “* * * is ineffective in many respects,” 
transcript page 3763. It is time, in view of the increasing public re- 
liance upon investment advisers, to strengthen the act and make it 
more than a mere census taking of persons in the investment advisory 
business. 

INVESTMENT COMPANY ACT OF 1940 


There should be congressional inquiry into the need of legislation 
covering situations arising from recent phenomenal growth of publicly 
owned investment companies. 

When the Investment Company Act of 1940 was enacted there were 
relatively few publicly owned investment companies and their aggre- 
gate assets were only $400 million. Since then, and especially in the 
past 10 years, the number of such companies has increased substan- 
tially and the public’s investment therein aggregate some $16 billion. 

There are now a few companies each with assets in excess of $1 
billion; assets of some others exceed $500 million each; and many 
individual companies have assets of more than $100 million. 

SEC personnel were queried for their opinion as to whether the 
vast growth of such companies necessitated consideration of limitin 
the size of a company, the minimum size of which is now specifie 
in the act. The Chairman testified the Commission was cognizant 
of the vast changes in the industry since passage of the 1940 act 
and had contracted with a well-known university to make a com- 
prehensive study and report on the operations of such companies 
and their place in the economy of our country. It was stated that the 
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report would not be completed until 1960. (See transcript September 
18, 1958, p. 3810.) 

The marked change in the size of these companies and the tre- 
mendous aggregate investment therein by private investors, some $16 
billion, merit study by the Congress as to what legislation is now 
necessary to protect the public interest. 


LEGISLATIVE AND ADMINISTRATIVE RECOMMENDATIONS FOR FPC 


1. Reasons for the proposed statutory amendments dealing with hydro- 
electric projects 

The hearings held by the subcommittee on September 25, 1958, re- 
sulted in a request by Mr. Harris that the Chairman of the Federal 
Power Commission submit to the subcommittee his ideas on legislative 
proposals concerning the licensing of hydroelectric projects. The 
subcommittee heard testimony by FPC officials pertaining to the 
licensing practices of the Commission in a number of cases. Prime 
concern of the subcommittee at the hearing was the policy changes in 
the administration of section 6 of the Federal Power Act, as amended, 
which limits to 50 years the term of the license which the Commission 
is authorized to issue. Among other matters, the hearing developed 
information that the statutory language of different sections of the 
Federal Power Act, which was approved on June 10, 1920, is such that 
it is not always adaptable to conditions that have come into existence 
since enactment. 

The Federal Power Commission does not have adequate personnel 
to effectively compel licensing of the large number of hydroelectric 
projects which are jurisdictional but not yet under license. As a 
result the FPC Chairman has suggested that section 23 (b) of the 
Federal Power Act, as amended, be further amended to give unlicensed 
project owners the opportunity to voluntarily file for a license within 
a year after the enactment of the amendment. By doing so these 
project owners might obtain a full 50-year license. Failure to so file 
for a license should be made unlawful and the FPC should be pro- 
hibited from granting a license to violators, at such time that jurisdic- 
tion is obtained, for a period exceeding 50 years from the date the 
project was originally constructed. 

The FPC Chairman’s second suggestion would result in the amend- 
ment of section 10 (d) of the act so as to authorize the establishment 
of an amortization reserve at the time a license is issued for a pre- 
viously constructed project brought under license. The subcommit- 
tee’s hearing record indicates that the present statutory language, 
which calls for the establishment of an amortization reserve after 
20 years of operation under license does not produce the best results 
when an unlicensed project is brought under license. However, as 
noted by the FPC Chasm such an amendment of section 10 (d) 
although it might be beneficial (in that it reduces the licensee’s net 
investment should the United States exercise its right to take over 
the project at the expiration of the license) also raises the possibility 
of ramifications that would have to be considered in the event of such 
an amendment. These matters pertaining to licensees who do not 
sell power, et cetera, would best be considered at a later date. 
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2. Reasons for proposed statutory amendments dealing with tempo- 
rary, emergency natural-gas certificates 

The recommendation to amend section 7 (c) of the National Gas 
Act as amended, so as to enlarge the Federal Power Commission’s 
authority to issue temporary certificates in cases of emergency, has 
been proposed by the Commission annually since 1951. The legisla- 
tive history and the hearings held by the subcommittee on November 
14, 1958 (transcript, pp. 1-40), clearly show that not only has the 
Commission apparently exceeded its authority in the issuance of many 
temporary certificates but that the present statutory authority is 
inadequate to meet the larger type of emergencies that now arises. 
The legislative intent of the 77th Congress, which passed the amend- 
ment to the Natural Gas Act providing the authority to issue tem- 
porary certificates, was such as to grant the power only for a limited 
type of emergency. The record made before this subcommittee is clear 
that the emergency contemplated by Congress was one that could be 
cured primarily by providing “* * * for emergency interconnection 
of pipelines, which are sometimes necessary to make it possible to 
maintain adequate service in cases of extraordinary peak demands, 
breakdowns and so forth” (transcript of November 14, 1958, p. 4). 
The legislative history as was further indicated at page 3 of the 
hearing transcript, supra, states that the temporary certificate could 
be issued only for a “comparatively minor extension of the existing 
facilities,” + 

Testimony before the subcommittee clearly reflects the need for 
authority to issue temporary certificates in certain types of emer- 
gencies that are not of a “minor” nature, otherwise, in some instances, 
countless families in affected areas would have to be without heat or 
undergo a costly conversion of heating facilities. The hearing indi- 
cated that the subcommittee as well as the FPC were desirous of 
studying this problem further. Therefore the Commission was re- 
quested to cooperate with the subcommittee staff in suggesting reme- 
dial legislation. The Commission in turn has solicited the views of 
all interested parties, including State commissions and interests in 
competition with the natural-gas industry, so that adequate legislative 
proposals meeting emergency situations can be presented to the sub- 
committee. The Commission is presently studying the responses from 
interested parties and will forward the results to the subcommittee. 


3. Reasons for proposed amendment of FPC regulations concerning 
natural gas temporary certifications 

The recommended administrative change proposes that the Fed- 
eral Power Commission regulations be amended by adding a section 
which would require that notice and the opportunity to intervene be 
given in those instances wherein application has been made for a tem- 
porary certificate. 

Our recommendation, which is distinguishable from the legislative 
recommendation concerning the same subject, can be readily adopted 
under the present statutory authority found in section 7 (c) of the 
Natural Gas Act,as amended. This section which authorizes the FPC 
to issue temporary certificates for certain types of emergencies only, 
is permissive in that it states “* * * may issue * * * without notice 
or hearing * * *,.” 
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By giving notice and the opportunity to intervene the Commission 
would remove any doubt as to the possibility of the denial of due 
process which presently exists. The recommendation would not re- 
quire that a hearing be held in an emergency situation since the time 
required for a hearing is the principal deterrent to the immediate 
correction of the emergency condition. 

The record made before the subcommittee on November 14, 1958 
(pp. 25 through 27 of the transcript), reflects a situation in which 
a pipeline company applied for a temporary certificate and was 
granted it despite the protests of competing interests. The oppo- 
nents to this grant were not officially notified of the application For 
the temporary certificate, nor under the circumstances were they able to 
intervene in the proceeding. Since the opponents to this Commission 
action were not able to move for intervention in this proceeding, it 
seems unlikely that they could successfully appeal to the courts for any 
redress or assertion of rights since they were not, because of the cir- 
cumstances, parties in interest to the Commission proceedings. 

The administrative recommendation is necessary to insure that in- 
terested, aggrieved parties will not be prevented from the opportunity 
to obtain judicial review in instances where there is serious doubt as 
to the Commission having acted within the scope of its statutory 
authority. . 

LEGISLATIVE RECOMMENDATION FOR 100 


Our recommendation that section 20 (a) of the act be amended to 
require that the order approving an issue of securities specify the pur- 
poses for which the proceeds be used is designed to prevent a recurrence 
of a situation similar to that which occurred in connection with the 
acquisition of control of Central of Georgia Railway by the Frisco 
Railroad. In May 1955, the Frisco applied to the TCC for authority 
to issue $19,500,000 bonds. It represented that funds were needed for 
capital improvements, naming five specific projects with a total esti- 
mated cost of $21 million (transcript, pe. 193, 194, Nov. 21, 1958). 
However, the order approving the bond issue simply provided that 
the proceeds of the bond issue should be used to reimburse the appli- 
cant’s treasury for previous capital expenditures (transcript p. 201, 
Nov. 21, 1958). In the subsequent proceeding for approval of its 
acquisition of control of Central of Georgia, Division 4 found that 
the Frisco’s purchase of Central of Georgia stock had been largely 
financed by the proceeds of the bond issue. 


THE ADMINISTRATIVE PROCESS AND ETHICAL PROBLEMS TWO-DAY PANEL 
DISCUSSION 


The panel discussion on November 18 and 19, 1958 (transcript 
1433), afforded an exceptional opportunity for presentation of the 
code of eithics matter in the context of situations which have now 
brought the question of administrative ethics into public prominence. 

The panelists were a representative cross-section group of bar asso- 
ciations, practitioners’ associations, the regulatory commissions, and 
the administrative law teaching profession. 


84052—59——_5 














58 INDEPENDENT REGULATORY COMMISSIONS 





The topics discussed were as follows: : 
1. Should the clearly judicial functions of the administrative 
sgencics be divorced from them and lodged with the Federal 
courts { 
2. Should the legislative functions of administrative agencies 
be restricted ? 
3. How much overseeing of the administrative process should 
be undertaken by the executive branch and the legislative branch ? 
4. How can improper pressures be best dealt with ? 
Included as appendix E hereto is a summary of the main points 
developed by the leadoff panelists and a list of the names of the per- 
sons participating in the discussions. The subcommittee wishes to 
repeat its thanks, already expressed in our record, to each of the 
panelists for their voluntary, careful, and challenging presentations 
of topics of fundamental importance to an understanding of the ad- 
ministrative problems of the regulatory commissions. 


IV. Rererrau or Our Recorp To THE DEPARTMENT OF J USTICE 


Our interim report (No. 1602, 85th Cong., 2d sess.), page 2, refers 
to the forwarding of the subcommittee’s record to the Department of 
Justice for appropriate action with respect to the violations of law 
disclosed up to April 4, 1958, the date of such report. 

Pursuant to the above-mentioned provision in the interim report, 
Chairman Harris under date of April 14, 1958, wrote a letter to Attor- 
ney General William P. Rogers, calling attention to specific violations 
of law disclosed in the subcommittee’s record. Since then the tran- 
scripts of hearings, likewise disclosing apparent violations of law, have 
been forwarded to the Department of Justice. 

In some instances the Department of Justice has taken action and a 
Federal grand jury has made certain indictments based on certain 
facts disclosed in our record. In other instances where violations have 
been indicated in the record supplied to the Department of Justice, 
no action has been taken, as of this writing. 

The subcommittee renews its reference to these apparent, violations 
of law as stated in the above-mentioned letter of April 14, 1958. This 
letter reads as follows: 


Houser or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C., April 14, 1958. 
Hon. Wm. P. Roacers, 
Attorney General, Department of Justice, 
Washington, D.C. 

My Dear Mr. Rocers: As you are aware, the Subcommittee on 
Legislative Oversight of the Committee on Interstate and Foreign 
Commerce, House of Representatives, has been making a study of and 
conducting hearings on the administration of the laws by the Federal 
Communications Commission. The investigation is pursuant to the 
direction of the House of Representatives for our committee to make 
a study of the administration of laws by the various regulatory agen- 
cies within our jurisdiction. 
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On April 4, 1958, the subcommittee submitted an interim report of 
its activities to date and recommendations for legislative action. The 
subcommittee also directed that the record of the hearings be referred 
to the Department of Justice for “appropriate action with respect, to 
the violations of law thus far disclosed.” I enclose copy of the report 
with this letter of referral. 

Under previous arrangements with your Department you have been 
receiving copy of the transcript of the hearingseach day. If there are 
further records of the committee which you might need we shall be 

lad to make them available. The action of the subcommittee in re- 
Torsion the record will be found on page 2, subparagraph 2, of the 
report. 

-ublic hearings were started by the subcommittee January 27, 1958, 
and continued through February and March. These hearings have 
developed information which the subcommittee feels are violations of 
the law and should be dealt with accordingly. Even though the De- 
partment has been receiving the record each day and is familiar with 
these revelations the subcommittee feels that there are some matters 
that should be specifically pointed out for your consideration. 

In connection with the channel 10 award of a TV station in Miami, 
Fla., we would point out that there are undoubtedly a number of 
violations of Federal law. We would call to your attention that 
there is serious question of perjury having been committed and the 
record should be carefully reviewed accordingly. 

The record also reveals that violations occurred in the payment of 
money to a public official by those interested in the channel award. 
It is replete with attempted bribery, if not actual, pressure and undue 
influence on both sides of the controversy. 

We would also call to your attention apparent violation of subsec- 
tion (b) of section 4, of the Communications Act of 1934, as amended, 
and which the transcript shows was fully disclosed during the course 
of the hearings. 

We also wish to point out apparent violation of section 409 (c) (2) 
of the act which provides that in any case of adjudication no person 
who has participated in the presentation or preparation for presenta- 
tion of such case before the examiner, or the Commission, shall directly 
or indirectly make additional presentation respecting such case unless 
upon notice and opportunity for all parties to participate. This was 
an amendment to the act of 1952 and was for the purpose of prohibiting 
ex parte representations. 

Section 501 of the act provides for a penalty in such violations. 

We would also point out the apparent violation of section 1505 
of the Criminal Code which provides that whoever corruptly influ- 
ences or endeavors to influence due and proper administration of the 
law or any proceedings pending before any department or agency 
of the United States shall be fined not more than $5,000 or imprison- 
ment of not more than 5 years, or both. 

Furthermore, we point out the possible violation of section 371 of 
the Criminal Code, which provides that if two or more persons con- 
spire to defraud the United States or any agency thereof, etc., shall 
be fined or imprisoned, etc. 

The subcommittee also calls attention to the obvious violation of sec- 
tion 2071 of the Criminal Code. The transcript of hearings reveals 
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that the former Chief Counsel, Bernard Schwartz, deliberately car- 
ried away the records of the committee following the termination of 






his services. The act was admitted. The section of the code provides 
that whoever having custody of any records, etc., and willfully and 
unlawfully removes, etc., the same shall be fined not more than $2,000 


or imprisoned not more than 8 years, or both. 


_ The subcommittee further points out the question of law violations 
in connection with honorarium, expenses, and per diem of some Com- 
missioners. There is a serious question as to this violation, however, 
in view of the fact that the 1952 amendment authorizing honorarium, 
and the Comptroller General’s issuance of what we think are conflict- 
The first opinion which is included in the record is 
to the effect that such acts are in violation of the law. He further at- 
tempts to clarify his opinion when he appeared before the subcom- 
mittee and subsequently confused the issue by submitting additional 


ing Opinions. 


letters which are in the record for your consideration. 


_ The subcommittee respectfully presents to the Department the facts 
it has developed and points out the provisions of law which may have 


been transgressed for your consideration. 
Sincerely yours, 


Oren Harris, 
Member of Congress. 


STAFF STUDIES AND REPORTS PREPARED UNDER DIRECTION OF THE 


SUBCOMMITTEE 


Included as appendix F hereto is a list of five reports and studies 


relating to subjects under jurisdiction of the subcommittee. 


The subcommittee, despite the magnitude and complexity of its 
task and limitations imposed by conditions beyond its control, has 
developed the need for a number of important changes in the various 
laws relating to the administrative commissions. Its investigation 
enerally to a more acute realization of the 
need for continuous efforts to find solutions which are in the public 


has aroused citizens 


It is well enough to catalog certain abuses found in each commission. 
It is also well enough to recommend corrective legislation to cover 
But underlying all this are certain basic consid- 
erations which cannot be overemphasized any more today than they 
were in 1788, when our national charter for the government of a society 


particular instances. 


of free men was debated. 


The vitality of our system of representative government depends 
upon the widespread confidence of the public in the fairness and in- 


tegrity of the operations of governmental institutions. 


How this 


lic confidence can be strengthened and given renewed vigor has 
en of great concern to the members of this subcommittee in all their 


deliberations. 


We live in a highly developed form of society. Reasonable govern- 
mental regulation of economic and other power exercised by private 
persons and groups is necessary for the general public welfare. This 
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is especially true in the fields of transportation, power, communica- 
tions, fair business practices, and investment. Congress, as representa- 
tive of the people, cannot engage in the day-to-day surveillance which 
is needed. Delegation of a certain amount of governing power must, 
therefore, be made to specialized and expert regulatory commissions. 
This delegation does not mean abdication. Rather it increases the 
responsibility of Congress. It must be constantly watchful and alert 
to insure that the laws enacted for the national public good are admin- 
istered in accordance with their meaning and intent. Moreover, Con- 
gress must see to it that commissions are not permitted to be what the 
1937 Report of the President’s Committee on Administrative Manage- 
ment call “a headless ‘fourth branch’ of the Government, a haphazard 
deposit of irresponsible agencies and uncoordinated powers.” * Con- 
gress must also make certain that improper fraternization or pressures 
are not permitted. Otherwise, the administrative commissions may 
be converted into Washington branch offices of the regulated industry, 
or instruments of overaggressive seekers of special privileges. Sacri- 
fices of the inborn vigor of the individual and of the incentive of reward 
for individual effort are not necessary in order to have more perfect 
functioning of our administrative regulatory commissions. These 
elements will continue to flourish if everyone concerned knows that the 
commissions will regulate without fear or favor and that a party sub- 
stantially aggrieved may have a right of appeal and review. Strict 
adherence to the rules of the game and the elimination of advantages 
gained by underhanded deceits is absolutely essential. 

One of the most effective steps, we believe, to strengthen the admin- 
istration of law by commissions is to have as commissioners and key 
personnel, men of. unquestioned ability and character. The entrust- 
ment of great discretionary power, in many instances nonreviewable 
by the courts, to persons having a modicum of qualifications invites 
trouble. We strongly urge that appointments to commissionerships 
be removed from politics and from the influences brought to bear by 
the more important members of the regulated industry. The national 
public interest requires that the Executive appoint as commis- 
sioners men of independence, experience, and attainment in the field 
of activities they are called upon to administer. The tenure 
and compensation of commissioners should be such as to attract to 
and keep in public service capable men and women. Public service 
should not be used as a stepping stone to more lucrative employment 
by a regulated industry. 

While the Executive through the power of appointment has the 
opportunity to improve the administration of law by commissions, 
Congress itself has a similar opportunity. 


21Mr. Justice Jackson dissenting in Federal Trade Commission v. Ruberoid Co., 343 
U. 8. 470 (1952) pages 487, 488 stated: 

“The rise of administrative bodies probably has been the most significant legal trend 
of the last century and perhaps more values today are affected by their decisions than by 
those of all the courts, review of administrative decisions apart. They also have begun 
to have important consequences on poteeeee rights. Cf. United States v. Spector, 343 
U. 8. 169. They have become a veritable fourth branch of the Government, which has 
deranged our 3-branch legal theories much as the concept of a fourth dimension unsettles 
our 3-dimensional thinking. 

“Courts have differed in aselgning a place to these coemnney necessary bodies in our 
constitutional system. Administrative agencies have been called quasi-legislative, quasi- 
executive or quasi-judicial, as the occasion required, in order to validate their functions 
within the separation-of-powers scheme, of the Constitution. The mere retreat to the 
questing ‘quasi’ is implicit with confession that all recognized classifications have broken 

own, and ‘quasi’ is a smooth cover which we draw over our confusion as we might use 
a counterpane to conceal a disordered bed.” 
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Several of the statutes creating the major regulatory commissions 
do not provide detailed standards or even guidelines to channelize 
the broad discretionary powers conferred upon the commissions. 
Commissioners should not be turned adrift in a statutory sea of dis- 
cretion with no channel markers in the form of standards to guide 
them. It is not enough to tell a commission that its decisions must be 
in the public interest, convenience, and necessity. 

One of our important recommendations is that a thorough study 
be made of the various statutes conferring discretion upon a commis- 
sion with a view toward establishing therein more precise standards 
or guidelines to control the exercise of such discretion. 

It seems to the subcommittee that if we are to achieve harmonious 
control of the forces at play in the field of administrative law, we must 
also pay more attention to providing opportunity for effective judicial 
review of administrative decisions. With the increasing volume of 
commission decisions there is an increasing number of parties with 
justifiable grievances who are finding it difficult, if not impossible, to 
obtain review of the commission’s presumed expertise or even of its 
statutory authority. A backlog of disgruntled citizens with solid 
ground for complaints going unredressed may be almost as injurious to 
the body politic as a backlog of unfinished administrative or judicial 
business. In this connection Roscoe Pound, former dean of the 
Harvard Law School, in an address before the Student Bar Associa- 
tion of that school on Law Day, May 1, 1958, repeated certain old 


fashioned principles which merit careful consideration. Dean Pound 
said : 


According to Lord Kilmur, making a concordant legal 
order out of the judicial and administrative systems which 
go on together in the social service state of today requires 
what he calls “the essence of a truly legal process.” This, I 
submit, is what we in the United States call by the good 
common-law term “due process of law.” I have argued else- 
where that the universal legal order, which we are seeking to 
establish today as a law of the world, must be based upon 
this same due process. As a means of determining contro- 
versies its elements are: an independent, unbiased, and coura- 
geous tribunal; full notice in advance to all interested parties 
of the nature of the controversy to be determined and the 
claim or claims to be urged or charges to be proffered by the 
parties; a procedure affording full and free opportunity for 
each party to present evidence in support of his or its case 
to the tribunal, to cross-examine witnesses, and to argue the 
credibility, weight, and relevance of the evidence as to each 
item and as to the whole, and as to the legal propositions 
applicable thereto; and finally a judgment according to law, 
not the will of the tribunal, and not dictated directly or 
indirectly from without. 


Better appointments by the Executive; laws by Congress more 
carefully providing guidelines for the exercise of administrative 
discretion; more respect. in word and deed for the true meaning of 
due process of law, and implementation of recommendations made 
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in this report will, we believe, go far toward improving admin- 
istration by commissioners. At the same time, we must emphasize 
that continuous watchfulness by Congress through its Committee on 
Interstate and Foreign Commerce, or a subcommittee thereof, of the 
functioning of the regulating commissions is a necessity. New prob- 
lems with increasing complexities are constantly arising. The com- 
missions themselves are now promulgating rules and regulations 10 
times the volume of congressional enactments. 

So long as the regulatory acts sketch only a general outline to be 
completed and clarified by the administrative commissions themselves 
and opportunity for judicial review is not present in many important 
situations, there should not be any relaxation in the vigorous exercise 
of the constitutional power of legislative control and supervision. 








APPENDIXES 


Appenpix A 
PROCEEDINGS AGAINST BERNARD GOLDFINE 


STATEMENT BY THE CHAIRMAN, JuLy 11, 1958, ExpLarnine To 
Wirness, Bernarp Goipringz, RELEVANCY AND PERTINENCY OF 
THE QUESTIONS 


The Cuarrman. The Chair feels that it is necessary, for the record 
also, to make a statement at this point, a statement concerning the 
relevancy and the pertinency of the questions propounded to Mr. 
Goldfine by the counsel and members of this committee, and questions 
to be propounded in connection with this investigation for the pur- 
poses just stated, and that is to assist the committee in its considera- 
tion of legislation under its jurisdiction and laws to be passed on by 
the committee. 

This statement is concerning relevancy and pertinency addressed 
to Mr. Bernard Goldfine today, July 11, 1958. 

Mr. Goldfine, at the hearing before the subcommittee on July 10, 
1958, you refused on the grounds of relevancy and pertinency to 
answer a question concerning your knowledge of the cash position of 
the Boston Port Development Co. in 1947, that it was able to issue 
a check for $20,000 to you, one in the same amount to Mr. W. J. 
McDonald and that, according to the report of the Boston Port De- 
velopment Co.’s auditor dated March 22, 1956, as of December 31, 
1954, filed with the SEC, as result of a Federal court order of July 13, 
1955, and requirements of the SEC, there were no vouchers available 
for each of these $20,000 checks. 

According to your testimony you were in 1946 and at the present 
time the majority stockholder in the East Boston Co. You are also 
majority stockholder in the controlled subsidiary. 

In your testimony of July 2, 1958, before this subcommittee, you 
stated, and I quote: 

“T have never been an officer or director of either of these companies, 
and I paid very little attention to their internal affairs.” 

Before propounding to you further questions concerning the East 
Boston Co. and its controlled subsidiary, Boston Port Development 
Co., I am obliged under the decision of the Supreme Court in Watkins 
v. The United States, to state for the reson the subject now under 
inquiry and the manner in which the questions to be propounded are 
pertinent thereto. I am also obliged to explain and describe what the 
topic under inquiry is and the reason why these questions relate to it. 
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The subjects under inquiry and study by the subcommittee are, 
among other things— 

(a) The Securities Act of 1933, as amended ; 

(6) The Securities and Exchange Act of 1934, as amended ; 

(c) The rules and regulations issued by said Commission ; 

(zd) The administration and enforcement of the law and regu- 
lations by the Commission ; 

(e) The necessity or desirability of additional or remedial 
legislation for the protection of the public generally and of the 
minority stockholders in particular ; 

(f) The necessity or desirability of additional or remedial leg- 
islation to prevent a majority stockholder by means of subservient 
or dummy officers and directors from milking a registered com- 
pany and its controlled subsidiary of their income and assets. 

(g) Whether the SEC is administering the statutes in accord- 
ance with the intent of the Congress expressed therein. 

The subcommittee’s jurisdiction is provided in House Resolutions 
99 and 191, 85th Congress, 1st session. 

Resolution 99 provides, in part: 

“That effective from January 3, 1957, the Committee on Interstate 
and Foreign Commerce may make investigations and studies into 
matters within its jurisdiction, including the following: 

“(Paragraph (13)]. The administration and enforcement by de- 
partments and agencies of the Government of provisions of law relat- 
ing to subjects which are within the jurisdiction of such committee: 
Provided, That the committee shall not undertake any investigation 
of any subject which is being investigated by any other standing com- 
mittee of the House, 

“For the purposes of such investigations and studies, the committee, 
or any subcommittee thereof, may sit and act during the present Con- 
gress at such times and places within or outside the United States, 
whether the House is in session, has recessed, or has adjourned, to hold 
such hearings and to require, by subpena or otherwise, the attendance 
and testimony of such witnesses and the production of such books, 
records, correspondence, memorandums, papers, and documents as it 
deems necessary. Subpenas may be issued under the signature of the 
chairman of the committee or any member of the committee desig- 
nated by him, and may be served by any person designated by such 
chairman or member. 

“The committee may report to the House at any time during the 
present Congress the results of any investigation or study made under 
authority of this resolution, together with such recommendations as it 
deems appropriate. Any such report shall be filed with the Clerk if 
the House is not in session.” 

I should also like to read into the record paragraph 4 of Resolu- 
tion 99, wherein the committee’s work—duties and responsibilities— 
are to include inquiry into the “adequacy of the protection to investors 
afforded by the disclosure and regulatory provisions of the various 
securities acts.” 

The subcommittee and its staff have been and are presently inquir- 
ing into and studying the matter referred to in the foregoing para- 
graph, subsections (a) to (g), inclusive. The questions to be pro- 
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pounded to you are to obtain information required to enable the sub- 
committee to perform its statutory duties and responsibilities. The 
pee of the questions is to elicit answers which will disclose any 
inadequacies in the securities acts, whether investors are now ade- 
quately protected by the disclosure and regulatory provisions of these 
acts, oak assist the subcommittee in presenting recommendations to 
Congress concerning additional legislation. 

There is a pattern of unscrupulous majority stockholders exploi- 
tation of the East Boston Co. and its controlled subsidiary, Boston 
Port Development Co., which requires exposure in order to enable the 
subcommittee to fulfill its statutory purposes and duties. 

The questions to be propounded to you, Mr. Goldfine, are not for 
the purpose of interfering with the legitimate internal-management 
affairs of Boston Port Development Co. The questions are for the 
purpose of ascertaining the nature and extent of certain evils which 
may very well require remedial legislation to protect the public 
interest. 

The subcommittee is in possession of data pee derelictions by 
you, Mr. Goldfine, as majority stockholder in the East Boston Co. 
and its controlled subsidiary, Boston Port Development Co., which 
have not been reached by Securities and Exch Commission or 
have not been adequately dealt with by the Commission. ‘The ques- 
tions to be propounded to you will be based upon data in the pos- 
session of the subcommittee pertaining to the following matters: 

(1) Defiance of the SEC for a period of 8 years by refusing to file 
10-K reports for East Boston Co. and its subsidiary. Compliance 
resulted from an order of a Federal court. East Boston was fined 
$3,000. The court emphasized that if the company failed to file future 
reports as required, much rougher penalties would result. 

(2) Directors and officers of both of these companies were employ- 
ees of other Bernard Goldfine companies; the treasurer of Boston 
Port, Miss Paperman, has testified before this subcommittee that she 
has been in his employ for 17 years and that, in effect, did only the 
bidding of Bernard Goldfine, “as he is the largest stockholder.” This 
witness was aptly characterized in Boston by a member of this sub- 
committee as a witness “with a very convenient memory.” 

Testimony before this subcommittee shows clearly that officers and 
directors of both companies are Goldfine puppets. The interests of 
minority stockholders were ignored. 

(3) ol meetings of stockholders of either company have not 
been held during the past 10 years, nor were annual reports sent to 
stockholders. 

(4) During the 8-year period 1948-56 Mr. Goldfine was the only 
stockholder who had knowledge of East Boston’s activities; in fact, 
directed them. He owned or controlled 106,670 shares, or 71 percent 
of its 150,000 shares of outstanding stock. His ownership of publicly 
held stock of its subsidiary—7,120 shares—was 79 percent or 5,608 
shares. In a single transaction, whereby, without detaining consent 
of the administrator of the estate of a former president of East Boston, 
he acquired 1,500 shares of East Boston Co. common, 2,260 of Boston 
Port Development Co. common by paying some $35,000 to a Boston 
bank for the ——— amount and interest thereon of notes against 
which these shares had been pledged as collateral. The $35,000 was 
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equivalent to a price of $23.53 per share of East Boston Co. stock 
acquired. It was then quoted on the Boston Stock Exchange at 38 
cents bid, 80 cents asked—a maximum indicated market value of 
$1,898. However, the real purpose of this transaction was to acquire 
the 2,260 shares of Boston Port Development stock which was 32 per- 
cent of the 7,120 shares of its stock publicly held and which increased 
Goldfine’s holdings of this stock to 5,608 shares, or 79 percent thereof. 

A few months later, March 15, 1950, Strathmore Woolen Co., a 
Goldfine company, obtained a loan of $25,000 from a Boston bank 
and pledged the aforesaid stock as collateral. 

(5) In 1949 a $500,000 third mortgage held by Boston Port 
Development Co. on a building purportedly owned by a Goldfine 
enterprise, Little Building Trust, Inc., and on which accrued interest 
was $67,833, was exchanged for a second mortgage of like amount. 
The $68,000 of accrued interest was written off as uncollectible by 
Boston Port Development, which was equivalent to providing a like 
amount of income to Goldfine’s Little Building Trust. 

(6) A peculiar arrangement whereby an employee—W. R. Scud- 
der—was paid $100 a week for which he simultaneously gave his note 
to Boston Port Development for a like amount; at December 31, 1956, 
these notes aggregated $34,700. Goldfine testified before the SEC in 
1956 that there is “quite a lot of money owing to him” (Scudder) ; 
if that be so, an estimate of the amount owing to Scudder should have 
been recorded on Boston Port Development’s books. 

(7) At January 1, 1956, the assessed value of land owned by Boston 
Port Development was $240,000, carrying value per books $505,000. 
Only Goldfine, as a stockholder, knows the current or potential value 
of this land, which might be the coveted object of his manipulations 
to freeze out minority stockholders. 

(8) The SEC was on notice by a C. P. A.’s report dated March 22, 
1956, filed with the 10-K of East Boston Co., that its accounting 
records were inaccurate and numerous questionable financial practices 
were cited therein. For example: 

(a) Failure to record proceeds of sale of land. 

(6) Payment to a former president of $8,400 of $10,000 pro- 
ceeds of sale of land, allegedly for expenses and commission; no 
voucher on file. 

(c) Disbursements aggregating over $25,000 by checks drawn 
to the order of “Cash” for which no vouchers were available; 
such disbursements were charged as expenses. 

(2d) Payment of $20,000 to Goldfine and a like amount to Mce- 
Donald, a former president of the company, allegedly as com- 
missions; no vouchers on file. 

(e) Disbursement of an additional $14,000 by checks payable 
to individuals and companies, for which no vouchers were avail- 
able. Included therein was a check for $1,750 issued to Miss 
M. Paperman, treasurer, charged to “Travel expenses.” Miss 
Paperman testified she could not recall the trip or trips for which 
this money was allegedly spent. 

(9) Failure to attempt to collect on notes and accounts receivable 
of stockholders, officers and employees, most dated 1945-48 and 
aggregating $321,000; of these old notes and accounts $104,973 were 
debts of Goldfine. The C. P. A. deemed it necessary to set up a 
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reserve for bad debts for all but $15,000 of the aforesaid items; the 
reserve included the entire amount owed by Goldfine—$104,973. 

It is obvious, furthermore, from the testimony before this subeom- 
mittee that the SEC’s staff has sole discretion as to when the Com- 
missioners are to be informed of delinquencies in filing 10—K reports 
and cases in which it appears misleading data has been filed. No 
periodic reports of such delinquencies are required to be submitted to 
the Commission. This is a major administrative weakness of the 
Commission and does not afford adequate protection to investors. 

It also appears from the testimony that in many important respects 
the Securities and Exchange Commission is not an independent regu- 
latory agency. The testimony shows it has subjected itself in certain 
of its important functions to the will of the executive department. 

Mr. Goldfine, you have voluntarily testified—on July 2, 1958— 
that you paid very little attention to the affairs of these companies. 
You have also voluntarily testified that you told Mr. Adams that the 
East Boston Co, was being given very harsh treatment by the SEC. 
There is testimony in the hearings before the subcommittee that the 
General Counsel of the SEC was thereafter called to the White House 
where he gave an oral report of the SEC proceedings against the 
East Boston Co. There is also evidence that the SEC withdrew a 

tition for the appointment of a receiver for the East Boston Co. 
Buch voluntary testimony by you in the context of the facts already 
of record appears to have brought you within the principle stated in 
Brown v. U.S. (356 U. S. 148, 155) ; namely, having testified thus far 
you cannot now refuse to permit cross-examination. 

The line of questions now to be asked you will, if truthfully answered 
show that, contrary to your previous testimony, you paid a great deal 
of attention to the affairs of the two companies; that you ran their 
affairs in complete disregard of anyone except yourself and that you 
caused to be appropriated company funds to yourself and your 
designees by means of notes and checks for which no vouchers are 
available. The evidence in the record shows that the SEC knew or 
should have known of these facts yet did nothing effectual about it. 
The effective remedy of receivership it withdrew and instead accepted 
a consent settlement of $3,000 ostensibly commensurate with the ex- 
penses incurred by the United States in prosecuting the East Boston 
Co. The facts already in the record demonstrate the need for reme- 
dial legislation to insure that the public and investors will be afforded 
reasonably adequate protection in this type of situation. The inves- 
tigatory and enforcement powers of the g C require expansion. The 
subcommittee and its staff are studying and devising corrective legisla- 
tive soy er for submission to Congress. The answers to the ques- 
tions to be asked of you, by exposing the character and scope of what 
has occurred in the case of the East Boston Co: and its controlled 
subsidiary, will be of assistance to the subcommittee in formulating 
such legislative proposals. 

Now, Mr. Goldfine, please keep clearly in mind that the purpose of 
the questions now to be asked of you is not to interfere with the in- 
ternal management affairs of the two companies, but is instead for the 
purpose of enabling the subcommittee to obtain information necessary 


for the roid gue of its investigatory and legislative duties and 
responsibilities. 
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Houses oF REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C., June 16, 1958. 
Hon, SHERMAN ADAMS, 
T he Assistant to the President, 
The White House, Washington, D.C. 

Dear Mr. Apams: This will acknowledge your letter of June 12, 
1958, addressed to me as chairman, Special Subcommittee on Legisla- 
tive Oversight, House of Representatives, with reference to the in- 
vestigation a the committee of matters before Federal agencies in 
which Mr. Bernard Goldfine was interested. 

It is understandable, under the circumstances, that you feel the dis- 
closures of the committee are unwarranted and unfair but I wish to 
assure you that the committee has not nor does it mtend to disctose 
any information which is not relevant to the investigation. The fact 
that you are “an old friend” of Mr. Bernard Goldfine and intereeded 
in - behalf, as outlined and explained in your letter, speaks for it- 
self. 

Even though your entire letter, together with memorandum to you 
by former Chairman, Edward H. Howrey, under date of January 4, 
1954, have already been made public, I am today including them in the 
record, in order that your explanation may become a part thereof. 

Furthermore, I am making a statement of my own in opening the 
hearings this morning of the action of the committee of this investiga- 
tion and a restatement of the purposes and objectives of the commit- 
tee. I am enclosing a copy of this statement. It isthe intention of this 
committee to be eminently fair to everyone and proceed impartially 
with equitable treatment. under our processes. I repeat, we are seek- 
ing only facts that have any bearing in the administration of the laws 
of the various agencies or any decision the Commission might make 
with reference thereto. 

The committee is pleased to have your letter of explanation of your 
relationship with Mr. Goldfine and the incidents to which you refer. 
The committee seeks to clear up any erroneous reports as well as to 
develop any facts with reference to this responsibility. We feel it is 
our duty in fairness to anyone who might be involved. 

The committee would be glad to have any additional information 
which you might want to present. regarding these incidents and is 
pleased to provide you the opportunity to appear before it, and invites 
you to do so in order to provide any further explanation or to clarify 
any of the facts or reports which have been called to the attention 
of the committee. 

Sincerely yours, 
Oren Harris, Chairman. 


Apprenprx C 


STATEMENT OF CHAIRMAN Oren Harris oF SpectaL SUBCOMMITTEE ON 
LeeisLative OversicntT aT Outset or HEARING ON JUNE 16, 1958 


The Coarrman. Let the committee come to order. 
In resuming the hearings of the Subcommittee on Legislative Over- 
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sight this morning, the chairman feels that, because of recent events 
and public pronouncements, he should make a statement with refer- 
ence to the actions of the subcommittee and its staff on matters under 
consideration today and to restate clearly and concisely the purposes 
and functions of this subcommittee. 

During the first part of April of this year, I sent 2 staff investigators 
to Boston for the purpose of obtaining information in connection with 
matters that had some relation to the actions and decisions of 3 of the 
eee agencies of the Government under our jurisdiction. 

‘fforts were made by the staff investigators to obtain information 
bearing on these matters which had been brought to the attention of 
the ii bsctintign tte Without any fanfare, inconvenience, or public 
announcement, the subcommittee was seeking information and coopera- 
tion in an effort to obtain the facts with reference to these problems. 

In some instances the subcommittee did receive cooperation in ob- 
taining facts to which it is entitled, and in other instances there was 
resistance and refusal to cooperate. 

The subcommittee staff went along for several weeks in an effort to 
obtain such information, and found it necessary to issue the number of 
subpenas required. 

In a few instances the subcommittee had difficulty with obtaming 
compliance, and the subcommittee was required to take such action 
necessary to obtain the information to which it is entitled and which 
is relevant to our investigation. 

As chairman of the subcommittee, I arranged a public hearing in 
Boston and directed the subcommittee there with proper subpena, 
requiring such information to be brought to the subcommittee in order 
that it could determine the facts in connection with these certain 
matters before the various commissions. I sent the Honorable John 
Bell Williams, a member of this subcommittee of two, together with 
the Honorable Charles A. Wolverton, on the first day, and the Honor- 
able Joseph P. O’Hara, Sr., the second day, for this purpose. 

After 2 days of hearings in Boston there was still some resistance 
which required the issuance of a subpena duces tecum for the delivery 
of certain information to this subcommittee here in Washington on 
Tuesday, June 10, of last week. At that time there was still resist- 
ance and failure to honor the subcommittee’s subpena. It became 
necessary for the subcommittee to conduct further hearings at that 
time in order to establish the pertinency and relevancy of the informa- 
tion sought by the subcommittee. 

Thus, because of the refusal of some to cooperate with the subcom- 
mittee, it became necessary for the subcommittee to take such action 
as it did in these last few da ys and to bring to public attention certain 
information prior to a public hearing at which all the facts were to 
be presented. 

hus, today the subcommittee begins hearings for the development 
of all the facts involving certain decisions and actions of the Federal 
Trade Commission and the Securities and Exchange Commission in 
the administration of the laws charged to them by the Congress. 

Now let me again briefly restate the purposes and functions of this 
Subcommittee on Legislative Oversight in order that everyone may 
understand our responsibility. 

The House of Representatives has charged this subcommittee with 
the responsibility of investigating the manner in which certain inde- 
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pendent commissions or agencies are administering the law. We are 
directed to inquire if these administrative agencies are functioning 
within the scope of the statutes which established the independence of 
such agencies or commissions, if any of these agencies have improp- 
erly enlarged upon the scope of their statutory authority, whether or 
not any of the existing statutes require amendments in order to enable 
the administrative commissions properly to perform their licensing, 
regulatory and adjudicatory duties, if there are ambiguities in exist- 
ing statutes which require correction im the public interest, and 
whether or not commission decisions are impartial and free from extra- 
record representations or pressure. 

These are fundamental questions concerning which this committee 
is bound to investigate and make appropriate recommendations to the 
Congress, Thisisour duty. This is our objective. 

It is not the purpose or intention of the subcommittee to injure or 
to bring about an injustice to any person, but to do the best possible 
job we can with fairness and impartiality and equitable treatment to 
everyone under our American processes. 

It is our duty to protect the rights of individuals and seek to clear up 
any erroneous reports or charges just as it is our duty to develop infor- 
mation of impropriety, wrongdoing, undue influence, or pressure in 
connection with the administration of the laws by these regulatory 
agencies of our Government. 

The subcommittee seeks only information that is pertinent and rele- 
vant to the inquiries in the course of this investigation under its juris- 
diction. The subcommittee maintains an open invitation to anyone 
to come before it and to produce information on any matter relevant 
to the purposes of the investigations or to clear up any erroneous 
charge or report that might be claimed or made. 

Congress, in creating the administrative commissions which are 
subject to this subcommittee’s jurisdiction, intended that they should 
be independent and that their decisions should not reflect ex parte 
intercession or outside influence. Certain matters already investigated 
by the subcommittee show that in one of the agencies there has been 
undue third-party intercessions on behalf of the parties to the 
proceedings. 

The subcommittee will continue in the future, as it has in the past, 
to conduct its inquiries in an objective, impartial manner without fear 
or favor, and taking particular care not to invade the constitutional 
rights and privileges of any witness who appears before it, or anyone 
else. 

The subcommittee is after the facts establishing whether or not the 
independent administrative agencies are operating in accordance 
with the intent of Congress and whether there is need for additional 
legislation. * * * 

Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, as the ranking member on the Re- 
publican side of this committee, I want to join in your statement. I 
do want to say that I think not only myself but the members of the 
minority side have cooperated in every way possible with the chair- 
man of the committee and with the staff in presenting the facts that 
have been produced. 
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Mr. Chairman, I want to say that my only concern is that the facts 
which are presented are relevant to the scope of our investigations.,,,_I 
shall insist that they be relevant and pertinent and within the outline 
of the powers of this committee as you have stated them, 

Thank you, Mr. Chairman. 

The Cuarrman. On June 12, 1958, the chairman received a letter 
from Mr. Sherman Adams, the Assistant to the President at the 
White House, together with a copy of a memorandum dated January 
4, 1954, marked “Memorandum for Hon. Sherman Adams re North- 
field Mills.” 

It might be noted the memorandum is signed by the then Chairman 
of the Federal Trade Commission, Mr. Edward F. Howrey. 

The letter, together with the memorandum and together with my 
reply thereto, will be included in the record at this point. 





Apprenpix D 


[For release at 10 a. m. eastern daylight time, June 17, 1957—James C. Hagerty, Press 
Secretary to the President] 
Tue Wurre Hovss, 
Washington, D.C. 


OpeNING STATEMENT OF SHERMAN ADAMS, THE ASSISTANT TO THE 
PRESIDENT, BEFORE THE SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
AT 10 A. M. on Tuxrspay, J une 17, 1958 


Mr. Chairman and gentlemen of the committee, yesterday I requested 
permission to appear before the committee today. My purpose here 
this morning is threefold: 

First, to review with you fully the questions that have been raised 
regarding the propriety of any actions of mine in relation to Bernard 
Goldfine ; 

Second, to give full and frank answers to any questions you may 
wish to ask me in that connection ; and 

Third, with specific reference to the matters with which this com- 
mittee is immediately concerned, to outline for you what I consider 
to be the duties of the assistant to the President and the manner in 
which such duties, under our system, should be performed. 


I 


If I may, I should like to begin with this last topic. During the 
past 514 years I have tried to make myself available to every person— 
whether a Member of Congress, an official of the Government, or a 
private citizen—who had a legitimate problem with any of the Fed- 
eral departments or agencies that he wished to bring to the attention 
of the White House or members of the White House staff. 

Obviously, I could not hope to cope with every problem presented 
to me personally. But I have tried to see to it that the President’s 
staff has made every effort to deal with every proper request that has 
been presented. Were I or the members of the staff to refuse to enter- 
tain such requests that come to us from Members of Congress, officials 
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of the Government, or private individuals, we would not, in my opin- 
ion, be fulfilling the duties which have been assigned to us in our 
position in the Government. Personally, I hope the day will never 
come when a Member of the Congress or a responsible Government 
official cannot perform such services. 

In this process, of course, there is always involved the differentia- 
tion between requests that are proper and requests that are improper. 
Realizing this, however, I can without reservation express to you my 
belief in the scrupulous honesty of the members of the White House 
staff in performing their duties in a manner consistent with the re- 
sponsibility we all have. If mistakes are made, they are mistakes 
of judgment. 

In the processing of proper requests, it is obviously necessary for 
some contact to be made between a member of the White House staff 
and the appropriate Government official. Of course, a telephone call 
or a letter or a person-to-person statement when made by a White 
House staff member to an individual in an agency of the Government 
receives prompt attention. But I would not wish to place myself in 
the position of insulting either the intelligence or the integrity of these 
officials by implying that they might allow themselves to be influenced 
in their decisions by such a telephone call, letter, or statement. 

We relay the request, for instance, for information or for appoint- 
ment and then rely upon the judgment of the individual as to the merit 
of the request and the actions to be taken. 

In this portion of our many duties, we have innumerable requests 
covering a great variety of matters which the staff and I handle as 
best we can in the manner I have described. In all of these, to the best 


of my knowledge, neither I nor any member of the staff has ever 
attempted to influence any administrative agency or any governmental 
official in any decision which he is charged by law to make. 

That, gentlemen, is a quick description of the manner in which 
proper requests that come to our attention are handled and a very brief 
digest of the rules under which we handle them, 


II 


Let me now discuss with you, in some detail, my relationship with 
Mr. Bernard Goldfine. 

On Thursday, June 12, I sent Chairman Harris a letter which I 
hoped might serve to answer the questions raised. Since this, quite 
apparently, has not wholly proved to be the case, let me now enlarge 
upon the contents of that letter. In so doing, it is not my intention 
to repeat here the success story of an immigrant boy who came to this 
country, founded a business, raised a family, and made a success of 
himself. You gentlemen are familiar, I am sure, with many such 
success stories among your own constituents. We all, I am equally 
sure, recognize the contribution those stories and the meaning back of 
them have made to the growth of America. 

I did not know Bernard Goldfine when he first came to my State 
in the early 1930’s. At that time I was an employee of a corporation 
producing lumber and manufacturing paper in New Hampshire. 
Bernard Goldfine came to Lebanon, the largest community in my 
county, and acquired two textile mills there. He built up a going 
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business when other manufacturers were finding it necessary to leave 
New England. He revived the mills and saved the jobs of many of 
the people in the community. 

I was introduced to him about 1940 by my friend, the present junior 
Senator from New Hampshire, Norris Cotton. I clearly recall Senator 
Cotton’s description to me at that time of Mr. Goldfine as “an honest, 
trustworthy, and reliable citizen.” I have never during the past 18 
years found him to be anything else. Through those years I came 
to know him and his family. Mrs. Adams and I had many social 
contacts with them during the years that preceded my we me to 
Washington. On one occasion I assisted his son in a difficulty in which 
he found himself. I attended his son’s wedding. Mrs. Adams and I 
gave the young couple a wedding gift, which I believe they still have in 
their home. I go into what may appear to be extraneous details in an 
attempt to describe the relationship that has grown up between Mr. 
Goldfine and me, between his family and mine, over almost a full 
generation. It has been a warm relationship. 


itl 


There are three specific items—each a direct result of this relation- 
ship—with which you, the members of this committee, are immediately 
concerned: (1) Certain hotel bills paid by Bernard Goldfine; (2) a 
rug now covering the floor of the living room of my rented house in 
Washington; and (3) the gift of an overcoat made of a fabric he 
manufactured. 

The hotel bills—at the Sheraton Plaza in Boston, the Mayflower in 
Plymouth, and the Waldorf-Astoria in New York—were, as has been 
reported, paid by Mr. Goldfine. He offered these facilities and I ac- 
cepted them—with no strings attached. 

When Bernard Goldfine first visited Mrs. Adams and me in the 
house we now occupy in Washington, he commented on the shabbiness 
of the rug which then covered a rather large living room floor. He 
said he would like to get a better one, although I told him at that time 
that such a rug would be of no use to us when we moved from our pres- 
ent house or returned to New Hampshire. He replied that when that 
time came and I had no further use for it, I should return it. The rug 
is his property and he so regards it. 

Bernard Goldfine is a manufacturer of fabrics. He is proud of his 
mills and their products. From time to time he has expressed this 
pride in the form of gifts made of these fabrics, which he has presented 
to many friends and officials of Government. As an example, he pre- 
sented, in the year 1955, to each of the Governors of the States and 
Territories, sufficient woolen fabric from his looms to make a suit. 
Mrs. Adams and I, in common with many other of his friends, have 
been recipients of such gifts. 

A question has been raised about a coat, reportedly valued at a fan- 
tastic sum, which was given to me. I have inquired as to the cost 
of the fabric which was manufactured on the looms of one of his mills 
and made up by a local tailor. I have learned that the material from 
which this garment was made cost his mill about $69. I accepted this 
gift in the same spirit in which he accepted, many years ago, a gold 
watch from me. 
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Over the years our families have exchanged a number of gifts. The 
exchange of gifts between individuals and families is no new symbol 
of friendship. It is as old as civilization. To say that, in itself, the 
giving and accepting of gifts between friends is sinful or improper is 
as wrong as to say that any other normal, human relationships are 


wrong. 
IV 


You are concerned—and most correctly concerned—with how such 
a friendship may affect the conduct of an assistant to the President in 
his relationships with men of Government. And you should ask me: 
“Did Bernard Goldfine benefit.in any way in his relations with 
any branch of the Federal Government because he was a friend 
of Sherman Adams? 
“Did Sherman Adams seek to secure any favors or benefits for 
Bernard Goldfine because of this friendship ¢” 

My answer to both questions is “No,” 

I know of no action requested or taken by me or by any member 
of the staff with any Government official that has resulted in any 
benefit to Bernard Goldfine that he could not have received had he 
gone directly to the agency involved and he and I had been complete 
strangers. 

You might also ask me: 

“Ts it proper, in your opinion, for any public official to accept 
any gifts from any friend?” 

This is a question which every man in public life can only answer 
for himself. Surely, I am not insensitive to interpretations that it 
is possible to place upon a situation involving m relabipoship with a 
friend who becomes involved, advertently or inadvertently, with mat- 
ters in public agencies. I can only say to this committee, with a clear 
conscience, that. in the 54% years that I have been at my post, I have 
never permitted any personal relationships to affect in any way any 
actions of mine in matters relating to the conduct of my office. 

If, on the contrary, I have in any way so conducted myself as to 
cast. any semblance of doubt upon such conduct, I can only say that 
the error was one of judgment and not of intent. 





Appenpix E 


SumMMARY oF PANEL PRESENTATION OF MATTERS PERTAINING TO THE 
ADMINISTRATIVE Process AND ETHICS 


On November 18 and 19, 1958 (transcript, pp. 1-443), 30 panelists 
participated in a discussion before the subcommittee on four assigned 
topics: 

Topic 1. Should the clearly judicial functions of the admin- 
istrative agencies be divorced from them and lodged with the Fed- 
eral courts? 

Topic 2. Should the legislative functions of administrative 
agencies be restricted ? 
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Topic 3. How much overseeing of the administrative process 
should be undertaken by the executive branch and the legislative 
branch ? 

Topic 4. How can improper pressures be best dealt with? 

Each topic was the subject of a paper by 3 and in some instances 
4 leadoff panelists. Following presentation of the papers all panel- 
ists joined in a discussion of the topic and questions were asked by 
members of the subcommittee. 

This appendix summarizes the views of the leadoff panelists. It 
does not reflect the views expressed by the other panelists who par- 
ticipated in the discussion. 

At the end of the appendix is a list of the names of the 30 panelists 
who appeared before the subcommittee. 


TOPIC 1. SHOULD THE CLEARLY JUDICIAL FUNCTIONS OF THE AD- 
MINISTRATIVE AGENCIES BE DIVORCED FROM THEM AND LODGED 
WITH THE FEDERAL COURTS? 


Principal panelists : Mr. Ginnane, Mr. Zwerdling, Professor Davis 
Mr. Ginnane’s views 


No one has ever suggested that all of this huge mass of adminis- 
trative activity be transferred to an already busy Federal judiciary. 
Everyone has assumed that it is necessary to pick and choose as to 
which judicial functions of administrative agencies could or should 
be transferred to the Federal courts. 

In view of those considerations, the determination of reparations 
claims generally could not be transferred entirely to the courts with- 
out seriously impeding the administration of the act so as to maintain 
a reasonably uniform and correlated rate structure. 

Thus, as in the case of reparations orders, a transfer from the com- 
mission to the courts of the power to issue such cease-and-desist orders, 
would result inevitably in diverse interpretations of certificate and 
permit language by different courts throughout the United States, 
and with a similar diversity of interpretation between the courts and 
the commission. Again, national uniformity in the administration of 
the act, subject to judicial review, would be lost. 

The proposal to transfer these functions entirely to the courts 
assumes that they involve solely the private rights of private persons. 
This is not so because they often involve issues of regulatory policy 
laid down by the Congress, affecting far more than the private interests 
which are immediately involved. 


Mr. Zwerdling’s views 


Although it is true that the administrative court system could make 
a substantial contribution to the resolution of current problems of 
improper influence on the decisional process, and inadequate sepa- 
ration of powers, such a system, representing a serious and radical 
departure from the whole concept of administrative regulation as it 
has developed under the Administrative Procedure Act, would intro- 
duce other problems of such a serious nature as to make it undesirable. 

The basic objections to the administrative court system are : 

1. It does not provide the opportunities for effective development 
and use of that agency expertise which is so important in connection 
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with the highly complex and technical fields which are the subject of 
administrative regulatory proceedings, and it would result in less effec- 
tive regulation ; 

2. It would weaken the effectiveness of agency regulatory techniques 
such as negotiation and settlements, which are the lifeblood of the 
administrative process, and which could not be carried out so suc- 
cessfully if the decisional function were removed from the agency ; 

3. Finally, changing the label of the forum to “administrative 
court” cannot dramatically change the inherent nature of a compli- 
cated, seriously contested rate proceeding or licensing case. How 
an administrative court can provide the needed procedural reforms 
and improvements any more effectively than this can be accomplished 
within the framework of the present administrative system, provided 
that there is a will to achieve this, and an effective machinery set up 
to provide a continuing catalytic and prodding force. 

Such improvements, which are now long overdue, should be directed 
to the following objectives : 

(1) To increase and make more effective the internal separation 
of powers within the agency ; 

(2) To make the proceedings more efficient, and to develop 
techniques for eliminating the conditions which presently con- 
tribute to inordinately lengthy hearings and hearing records; 

(3) To improve the agency’s exercise of its decisional function, 
and to eliminate improper outside influence. 

Professor Davis’ views 

It would be an absurdity for the Congress to legislate in wholesale 
fashion to the effect that all judicial functions are clearly transferred 
tothe courts. That could do immeasurable harm. 

In general, functions should be allocated as between courts and 
agencies simply on the basis of the comparative qualifications of 
judges and of administrators. 

A Federal district judge is a highly paid individual who is skilled 
in conducting trials and finding facts from conflicting evidence, and 
then in applying the law. As compared with an administrator, a 
judge is relatively an expert in trial practice, common law, constitu- 
tional law, ethical problems, overall philosophy of law and govern- 
ment, judgemade au developed through statutory interpretation, 
most analysis of legislative history, and problems transcending the 
specialized field of the particular administrator. 

The outstanding fact about an administrator is that he typically 
works with a staff, often a staff of various kinds of specialists. An 
administrator’s decisions are typically group or institutional decisions, 
not one-man decisions like those of a judge. 

An administrator is not neecssarily a specialist, but he is usually 
advised by specialists. Unlike a judge, who is theoretically neutral 
about. governmental programs, an administrator often has an aflfirma- 
tive program to carry out; he often has a mission, a purpose, a policy. 
A judge is relatively an expert on questions of law; an administrator 
is relatively an expert on questions of governmental policies. 

Agencies are often preferred to courts because Congress can assign 
to them the task of carrying out affirmative programs. When Con- 
gress wants a governmental job to be done, and when it must be done 
partly through adjudication, agencies are more effective than courts. 
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Judges are characteristically relatively neutral; in fact, sometimes 
they are regarded as having biases which favor the protection of 
previously existing eo rights, as against the furtherance of 
legislative or social 0 jectives. 

An example of that attitude is the rather classical one of the state- 
ment in 1914 of the Senate Committee on Interstate Commerce, which 
said, “The people of this country will not permit the courts to de- 
clare a policy for them with respect to this subject.” 

The Supreme Court will not permit the licensing function to be 
imposed upon a Federal court. The General Electric case is an ex- 
— of such a holding, and the State courts have pushed that doctrine 

urther. 

There have been a few cases of abuse of trust by the administrators 
who have been placed on the boards and commissions subject to the 
jurisdiction of this committee; but there have been more judicially 
determined cases of the outright purchase and sale of justice in the 
Federal courts than there have been in the Federal regulatory com- 
missions. 

There is danger in consultation by the agency head with the staff 
specialists behind the scenes, when ideas or information are brought 
into a case without giving representatives of the parties sufficient 
opportunity to know what it is and opportunity to meet it. 


Mr. Benjamin’s views 


The American Bar Association special committee on legal services 
and procedure submitted its report to the 1956 mid-year meeting of 
the house of delegates. 

The house of delegates adopted the recommendation providing for 
the transfer to courts of initial adjudication in areas previously sub- 
ject to administrative action equivalent to judicial action in courts 
of general jurisdiction. 

Where the machinery of administrative action is essentially the 
machinery of litigation and adjudication, in substance equivalent to 
judicial adjudication, the arguments for a full separation of functions 
are strongest and those against that course weakest. 


Mr. Seller’s views 


In other words, clearly judicial functions should be taken away 
from the administrative agencies and put in the courts. 

To argue that the courts are overburdened is only to state one-half 
of the problem; so are the administrative agencies overburdened. 

The problem is, if you have work to do, you provide the people and 
the machinery to do it wherever it falls. If we need more judges, or 
if we need to provide more courts to do essentially judicial things, 
let’s provide them. The executive or administration branches of 
the Government are not a part of the courts and should not be per- 
forming functions belonging to the courts. 

It does not follow that if you remove judicial functions from the 
agency you have to sacrifice uniformity which is desirable in some 

elds, 

There are certain functions which could be transferred to the 
248 Federal district courts. There are certain functions that, if you 
remove them from the agencies, you would want to set up a specialized 
court. You would not want to give it to the judiciary at large. 
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TOPIC 2. SHOULD THD LEGISLATIVB FUNCTIONS OF ADMINISTRA- 
TIVE AGENCIES BE RESTRICTED? 


Principal panelists: Mr. Gatchell, Mr. Beelar, Professor Newman 


Mr. Gatchell’s views 
The basic objection to the proposals that have been presented in 

various bills and discussed in the ABA committees and elsewhere goes 

to the fact that they look more to the protection of private rights 

than to the fulfillment of a congressional purpose which has as its 

ultimate aim the protection of the public. 

Mr. Beelar’s views 

The annual output of agency-made laws exceeds quantitatively that 
of the Congress. 

The laws that affect most persons are being written not by the Con- 
gress but by the agencies. 

There is no provision for any systematic or periodic review by 
Congress of the agency’s lawmaking activities, and judicial review 
of agency rules is almost nil. This is a terse and critical, but accurate, 
summary of the existing situation. 

An outline of basic essentials for the agency lawmaking function 
should include the following : 

(a) The agency lawmaking function should be cireumscribed by 
those restrictions which apply to the exercise of legislative powers by 
the Congress. 

(6) Additionally, the agency lawmaking function should be con- 
fined within the charter statute of the agency as to matters of juris- 
diction, legislative authority, and procedures. 

(c) Specific and adequate provisions should be made for the judicial 
review of agency lawmaking actions. 

(d) Since all legislative powers are vested by the Constitution in 
the Congress there should be a systematic and periodic review of the 
exercise of agency lawmaking functions with provision for citizen 
participation as well as agency participation. 

(e) The right of petition should be sympathetically observed. 
Professor Newman’s views 

The legislative functions of administrative agencies should be 
restricted. 

There are three kinds of restrictions that would help offset some of 
the dangers. 

The first deals with adequate publication of regulations; the second, 
adequate protection from retroactive application of regulations; and, 
third, adequate procedures for promulgation. 

Many administrative regulations are not published in the Federal 
Register, and many more are not published in the Code of Federal 
Regulations, even when they are in the Federal Register. 

Informal rulemaking proceedings, communications, should be made 
on the record. 

In informal rulemaking proceedings, all the communications should 
be in the public record; and thus, even though they are not on the 
record in the legal sense of deciding only on the record, they are avail- 
able so people can go look at them. 
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Oral communications in rulemaking should be on the record, 
Ex parte communications in rulemaking, to some extent, maybe not 
exactly to the same extent as in adjudication, should be prohibited. 


TOPIC 3. HOW MUCH OVERSEEING OF THE ADMINISTRATIVE PROCESS 
SHOULD BE UNDERTAKEN BY THD EXECUTIVE BRANCH AND THE 
LEGISLATIVD BRANCH? 


Principal panelists: Mr. Landis, Mr. Cragun, Professor Broden 
Mr. Landis’ views 


Any analysis of the problem posed by this title must distinguish at 
the outset between two types of administrative agencies. ey are 
commonly spoken of as the independent commissions on the one hand 
and the remaining heterogeneous mass of administrative authorities. 
A better differentiation would be to divide these agencies betweer 
those that possess quasi-judicial powers and those that, lacking these 

owers or possessing them only to an insignificant degree, such as the 
Civil Aeronautics Administration, are primarily an extension of the 
Executive. For the purposes of a topic such as this, the Commodity 
Exchange Authority, although its head is the Secretary of Agriculture 
and it is part of that executive department, is on a parity with such 
recognizedly independent commissions as the Securities and Exchange 
Commission or the Federal Reserve Board. 

In addition to the quasi-judicial powers possessed by these agencies 
they normally possess legislative and investigatory powers. In recent 
years, due to the growing complexity of our modern life the rule- 
making or legislative powers entrusted to them have had to be enlarged. 

The formulation of policy is thus one of the chief functions of these 
agencies. True, it is assumed each rule or regulation is limited by the 
terms of the basic statutes under which they operate, but within these 
a gg agencies shape and determine basic industrial and economic 

olicies. 

. Both the Congress and the Executive have a concern with their acts 
of commission and omission. Their concern, however, is different. 
The Executive’s power to interfere with these operations of these 
agencies has in theory been strictly limited by the Congress. Although 
the Congress has, as it probably must, left the power of appointment 
of the members of these agencies to the President, it has generally 
provided for a limited but secure tenure and these statutory safe- 
guards have in recent years been upheld by the Supreme Court. 

The fact is rather that from a policy standpoint the Executive so 
overshadows the general scene that a basic clash between their policy- 
making functions and the general program of the Executive, aoaciatly 
if that program has the backing of the Congress, is hardly possible. 

The Congress possesses two important controls over the activities of 
these agencies. The first is the power of the purse. Programs can 
be pursued, curtailed, dropped or never initiated, depending upon 
whether the means to carry them out are available. 

There is, too, a finality about a subcommittee’s recommendation. 
Lobbying before the full committee of the House or the Senate com- 
mittee may restore some of the cuts that have been made, but this is 
always an uphill operation. Implementation of regulation of the 
over-the-counter market, in securities, for example, suffered severely 
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in the thirties from the lack of funds and probably continues to do so 
to this day. 

The second point of control exercised by the Congress over these 
agencies rests in those committees who have a primary concern with 
the legislation under which these agencies have been established. 

Some liaison between such a committee and the agency affected must 
be established. The ideal liaison has, however, never been adequately 
established. The problems to be resolved are generally not only com- 
plex but are pregnant with serious social and economic implications. 

The answer must, of course, lie in the use of experts attached to the 
committee. Although a great deal of progress has been made since 
the Congressional Reorganization Act in the use of expert help by the 
standing committees of the Congress, much more progress is still 
required. 

The activities of committees should be directed to recommendations 
for legislation. 

Turning now to the matter of executive and legislative oversight 
over the quasi-judicial functions of the administrative agencies; 
obviously, if a decision made by an administrative agency is wrong, 
it should be corrected. Generally that correction can only be made 
by the legislative. This is not infrequently done with administrative 
agencies as well as courts. This is as it should be for such laws are 
of our own making and, as Mr. Jefferson said, the world belongs in 
usufruct to the living. 

There are, however, two situations in our laws where the Executive 
has been granted a power to override decisions of independent com- 
missions. These are the decisions of the Tariff Commission and de- 
cisions of the Civil Aeronautics Board dealing with international and 
so-called overseas routes. In both situations the record is clear that 
this type of Executive oversight has been a miserable failure and has 
been responsible for the generation of some of the worst practices in 
the administrative disposition of cases. 

In international route cases before the Civil Aeronautics Board, 
after a decision is made by the Board, the decision is then trans- 
mitted to the President for his approval. What decision the Board 
has made is presumably confidential, but the necessity for circulating 
it inevitably means that the parties soon become aware of it. Their 
entire effort then becomes concentrated upon the White House, No 
one then knows who sees whom on the White House staff, or what 
evidence is presented. Indeed, the entire matter degenerates to the 
ex parte and in camera procedure that for years we have been try- 
ing to eliminate from the administrative process. Whatever decision 
is finally signed by the President is not reviewable for any reason in 
any court. 

The full story of this Executive “oversight” has never been writ- 
ten. It probably never can be since no records are available. But 

this is the star chamber at its worst with millions of dollars of public 
subsidy at stake. 

Unfortunately this statutorily authorized intervention in admin- 
istrative decision, according to recent testimony, seems to have car- 
ried over into other fields. Presidential aides are now assigned to 
watch and cover the operations of the various agencies. Their ap- 
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proach to these problems, however, must necessarily be political since 
they have neither the time nor the experience to delve deeply into the 
evidentiary facts. 

Legislative oversight in this field exists only on an individual basis. 
The answer is not legislation. The basic answer is the building up 
of the integrity of the civil service in the Federal Government. it 18 
and will be an eternal problem. No industry, no trade, no profession 
has made greater progress in a shorter time and under severer pres- 
sures toward the achievement of that goal than the Federal Service. 


Professor Broden’s views 


It is not possible to say that the entire Federal administrative proc- 
ess is now subject to so much and such and such kinds of oversight 
by the executive and legislative branches. Al] that can be cai, is 
that certain of the specific agencies, departments, bureaus, commis- 
sions, administrations, corporations, offices, services, divisions, and 
boards are each subject to varying degrees of executive and legislative 
oversight. 

We begin by describing some of the means by which oversight is 
now exercised by the Congress. The first and most obvious means 
has to do with the appropriation of funds. For some agencies the 
oversight accompanying consideration of appropriations is quite ex- 
tensive. On the other hand, for many other agencies, such oversight 
is almost negligible. 

A second means of legislative oversight is surveillance by those 
congressional committees under whose jurisdiction an administrative 
agency falls. Section 136 of the Legislative Reorganization Act of 
1946 provides that “each standing committee of the Senate and the 
House of Representatives shall exercise continuous watchfulness of the 
execution by the administrative agencies concerned of any laws, the 
subject matter of which is within the jurisdiction of such com- 
mittee * * *,” 

All agree, of course, that the continuousness and intensity of this 
watchfulness has varied from agency to agency. In each instance 
successful oversight must be attributed, not only to interest and diligent 
activity on the part of Members of Congress, but also to the availabil- 
ity of funds for the hiring of an adequate staff. This matter of cost 
is one of the factors responsible for the variations in intensity and 
continuousness of watchfulness by congressional committees, 

This is particularly true, if by oversight we mean more than ferret- 
ing out individual acts of dishonesty or inefficiency or injustice in an 
agency. We are concerned here primarily with methods of oversight 
of a more continuous and permanent nature. This latter type of over- 
sight not only seeks to ferret out individual acts of dishonesty, in- 
efficiency or injustice but also seeks to determine whether congressional 
policy is being effectively carried out. For this a fairly large, able and 
diligent staff is essential. 

There have been suggestions that congressional oversight should be 
expanded particularly in the area of administrative procedure by the 
creation in the House and Senate of a new standing Shanaifare on Ad- 
ministrative Procedure. However, this need for major changes in 
administrative procedure has yet to be proved. 
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This is not to say that oversight by Congress might not be improved. 
It clearly can be. The question is whether additional funds should be 
spent for this purpose rather than others. If more continuous and in- 
tense oversight is desired, many of the standing committees must ex- 
pand their staffs and concentrate more on this matter. The standing 
committees are more sensitive to this relation of procedure to substan- 
tive task and for that reason are the best qualified to oversee the 
agency’s activities. 

Situated half way between the executive and legislative branches is 
one of the most powerful means of oversight of agency action—the 
General Accounting Office under the Comptroller General. It is inde- 
pendent of the executive branch with vast powers of oversight of the 
administrative process. Its function is to control the disbursement of 
public funds to insure that they are spent in accordance with the ap- 
propriation acts of Congress and other applicable legal standards. 

In general the continuousness and intensity of Executive oversight 
had varied from agency to agency depending on the interests and tem- 
peraments of the President and/or his staff. 

Of course, the authority of the President in relation to the independ- 
ent regulatory agencies is much more limited than is his supervision 
of the other iparitints in the executive branch. This result was the 
conscious purpose Congress had in creating these independent agencies. 

Control over appropriation requests is an important means of over- 
sight by the Preadent. The Bureau of the Budget plays a large part 
in this matter. It is evident that the Bureau not only makes bites 
and cents determinations but that it also has responsibilities involving 
broad governmental policy. There is no doubt it is extensive. 

There already exists rather extensive authority for executive and 
legislative oversight of the administrative process. Whatever addi- 
tional oversight is desirable should build upon existing foundations 
rather than emphasize the erection of entirely new structures. 


Mr. Cragum’s views 


_ If petition to Congress for a redress of grievances is truly a right, 
it presupposes that the petition may be of some effectiveness. But 
unless Congress—collectively or through its individual Members and 
committees—can effectively inquire into the asserted grievances there 
is scant chance of redressing them on an informed basis. On the 
other hand, if the President shall indeed take care that the laws be 
faithfully executed he must make reasonable inquiry of the manner 
of their execution. If he could report to Congress on the state of the 
Union, he must be able to find out what that state is as well in con- 
nection with the administrative agencies as with those purely execu- 
tive functions under his immediate command. 

Ought Congress and the Executive both, with a decent sense of re- 
straint, leave to the agencies the carrying on of their business—be it 
executive, judicial, or legislative in type—without specific inquir 
save as proposals for enactment of further laws may ting up such 
matters in a chaste context of bill duly introduced and hearing most 
relevantly limited ? 

Not all persbne who can be influenced by their friends or “constitu- 
ents” are in Congress. Not all determined people are elected to 
office—as anyone who hurls the epithet “bureaucrat” seems to recog- 
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nize. And this coloration is most observable with respect to agencies 
which fundamentally regulate a particular industry or field. 

With them there 1s a process in the maturing of the agency which 
sooner or later manifests itself by the taking on by the agency of the 
aspirations and objectives of the industry itself. To be sure, the 
agency remains the policeman; but a very benignant policeman, caus- 
ing trouble to only that small fraction of the industry members which 
offends the general views of the industry itself as to what best serves 
its needs. The agencies have been characterized as constituting um- 
brellas over the head of industry to save its members from going to 
prison for violation of the antitrust laws. 

he agencies themselves seem, by the public utterances of their 
members, to have become resigned in some rueful sort of way to over- 
sight of the administrative process by the legislative. Their only 
attack on it seems to be a complaint that some time must be spent in 
accounting to Congressmen and the committees of Congress for their 
use of the powers which Congress has granted. There is numbed 
silence if the inquiries turn up a pastel mink or a vicuna coat. 

If the deference accorded by the courts to the exclusiveness of 
agency jurisdiction, the unappealibility of agency determination, and 
the infallibility of agency “policy” is to ba matched by an equal un- 
concern on the part of Congress, then the agencies are indeed in free 
flight and need only avoid offending the particular industry in order 
to maintain themselves in a rega] manner—playing the executive 
policing those whom they disapprove, playing the idge by deciding 
the cases they bring qua executive, and playing Congress by enacting 
the statutes in the process we euphemistically call ‘ealemakings? 

Constant surveillance, constant review of the agencies, their work 
product, and their relationship with the public is essential if Congress 
will permit them to be legislators and judges. 

Needed are techniques which are governmentwide in their scope. 
Needed is a constant review of agency practice and procedure 
standing Committee on Administrative Procedure, responsible for 
seeing to the fairness of these agency proceedings. 


TOPIC 4. HOW CAN IMPROPER PRESSURES BE DEALT WITH? 


Principal panelists: Mr. Meeker, Professor Byse, Professor Miller, Judge Peck 
Mr. Meeker’s views 

The topic “How can improper pressures be dealt with?” is a most 
important one. 

This is a most serious subject because any one such incident strikes 
at the very core of the process and greatly affects public confidence in 
these agencies with important executive or administrative, quasi- 
judicial, and quasi-legislative powers often referred to as the “fourth 
tonne of the Government, 

The requests of various committees for individual reports on cases 
as they have occurred have tended to provide public disclosure, which 
is excellent preventive therapy. Rules of the agencies requiring re- 
ports of all possible conflicts have tended to make their employees 
“pressure” conscious. 

Since “it takes two to tango,” we can be certain that rarely will per- 
sons before an agency be able to resolve their problems through ex 
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parte communications in the quasi-judicial process, bribery, gift giv- 
ing, employment of those who use prior knowledge gained as a Federal 
employee to personal or professional advantage in representing a 
client in an adversary position to the United States, or the use of any 
other improper pressures—just so long as we continue to have people in 
Government who, despite financial sacrifices, realize that public service 
is a public trust. 

Nevertheless, there has been, there is, and there should be wide- 
spread concern about the possible breakdown of integrity and impar- 
tiality insome of our administrative agencies. 

Chairman Harris put his finger on a major aspect of the subject 
when he inquired of the Chairman of the Securities and Exchange 
Commission : 

“Do you feel that there might be, or that it might be advisable if 
an appropriate canon of ethics or program could be devised that 
would meet the problem—that it would be helpful if such would 
actually become a part of the statutes affecting regulatory commis- 
sions and as a matter of fact other agencies of the Government and 
public officials ?” 

In reply, the Chairman of SEC made the following observations: 

“Tt seems to me it constitutes a code of behavior that would be 
extremely difficult to work into statutory form. You could very 
well—Congress could very well direct that a canon of ethics be adopted 
by the body. But for Congress to attempt to draw up a canon of 
ethics which would be applicable to all of the various administrative 
and other bodies that are in the Government would seem to me to 
present almost insuperable obstacles.” 

Congress can reduce the likelihood of attempts to use improper 
pressure by amending the criminal code to include statutes prohibiting 
ex parte communications at least in quasi-judicial cases and by amend- 
ing certain of the existing conflict of interest laws broadening their 
application. 

Draft legislation designed to prevent such practices has been sug- 
gested to Congress. The following is a text of that draft legislation : 

“Whoever, directly or indirectly, endeavors to communicate or 
privately communicates, in the absence of the parties or without notice 
to them with any member of any agency of the United States, a hearing 
officer or examiner of such agency, or member of its staff on the merits 
of any matter in which such persons are exercising quasi-judicial func- 
tions; or 

“Whoever corruptly, or by threats or force, endeavors to influence 
or bring pressure upon such persons in the exercise of their functions 
in any matter— 

“Shall be fined not more than $ , or imprisoned not more 
than or both.” 

Consideration be given to amending the basic conflict of interest 
statutes to broaden their proscriptions to conform more nearly with 
the agency regulations in this area. Sections 283 and 284 of title 18, 
United States Code, should be amended so as to include within their 
respective prohibitions any matter, proceeding, or application instead 
of merely a “claim” against the United States. 

Enactment of these legislative proposals would serve to achieve, 
in general, the objectives sought in most of the bills introduced in 
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Congress without, at the same time, encountering the practical diffi- 
culties previously referred to. No legislative pattern can be successful 
without the cooperation of the agencies and without their supplement- 
ing such statutory enactment by the promulgation and enforcement, of 
their own particular codes of ethics and rules of conduct. 

The agencies themselves can also take some positive steps to avoid 
the appearance of impropriety or improper pressure and influences. 
Certainly each agency should revisit its rules dealing with this problem 
with a particular view to ascertaining whether they contain sufficient 
authority to deal firmly with the outsider who attempts improperly to 
influence members and employees. 

Agencies should not rely solely on their own investigative processes 
to inquire into rumors or charges of members and employee mis- 
conduct. 

Immediate referrals of any possible violations of the criminal code 
by agency or former agency personnel by an independent body such 
as the FBI will immeasurably strengthen the hand of the agency and 
avoid any possible charges of whitewash by the agency of its own. 

Another step in the prevention of use of improper pressures is the 
employment of a code of ethics and rules of conduct to guide agency 
members and employees in the handling of problems which touch upon 
the question of improper contacts. ‘These codes and rules are best 
left to the agency which can tailor them more precisely to its own 
particular and specialized needs rather than placed in the form of 
statutory enactment. 

Each agency can administratively facilitate the fight against im- 
proper influences and strengthen individual resistance to outside 
pressures by the adoption of the following practices— 

1. Require each professional employee on entering on duty to 
familiarize himself and sign a receipt for the agency’s codes of 
ethics and conduct and the code of ethics of his profession. 

2. Require every member and staff employee who leaves to 
accept private employment to file a statement prior to his resigna- 
tion setting forth the history of his negotiations and such matters 
that have come before him or been handled by him involving his 
prospective employer. 

3. Require every member and staff employee on entering on 
duty to file with the agency a full statement of any of his interests 
or assets which might be affected by the activities of the regulatory 
agency. 

The integrity of the administrative process can be maintained by the 
active watchfulness of the Congress, the Executive and the agencies 
themselves. No statute or code can invariably catch every minnow in 
the stream, but there is a lot that can be done to insure the basic integ- 
rity of these vitally important agencies. 

Professor Byse’s views 

The happiest solution to the problem of improper pressures in the 
administrative process is to have administrators of integrity and 
courage. Three points deserve mention. 

First, the congressional and executive branches of the Government 
should take every reasonable step to make it possible to recruit persons 
of ability and honor into Government service. This means that Gov- 
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ernment service must be made attractive to men of integrity and abil- 


ity. 

ge that neither the executive nor the Senate has been shown 
to be seriously concerned with the quality of the persons selected to 
serve on the various Federal administrative agencies. This is a matter 
which bears directly on the problems of improper pressures and which 
has not been given the attention it deserves. 

Third is the caveat that measures adopted to cope with improper 
pressures should not “surround the Government service with so many 
snares, snags and spring-guns that only the unwary can be recruited.” 

The point is that in our efforts to cope with improper influence, we 
should not impose so many limitations that recruitment of able and 
honorable Government servants is unduly impeded. 

Improper pressures flourish where the range of discreiton is great, 
where the administrative action relates to exceedingly valuable inter- 
ests, and where the acts of the official in question are not subject to 
appropriate internal or external controls. If sound policy requires 
governmental largess, Congress should consider whadhier its objects 
and the amounts could not be determined by automatic criteria rather 
than by administrative application of an amorphous standard. 

Consider, for example, TV licensing. It is true that the Commission 
has developed a number of criteria to govern its exercise of this broad 
grant of power. Would it not have been better if Congress had estab- 
lished some basic criteria concerning competence, diversification of 
mass communication media, and monopoly and then had provided that 
the licenses should go to the highest bidder ? 

There may be drawbacks to this suggestion in the TV area, and the 
device of automatic criteria perhaps cannot be widely adopted. But 
certainly the goal should be to limit discretion to the narrowest legiti- 
mate limits, particularly when the legislation authorizes distribution 
of a bonanza or contemplates the substitution of an administrative 
decision for a decision which would otherwise be determined by the 
forces of competition. 

Where broad discretion concerning major economic matters must 
be conferred on the administrator, Congress should anticipate the 
danger of improper pressures and provide for appropriate internal or 
external controls. 

A customary device for limiting improper pressures is to require 
that the administrative decision be made after a hearing and be based 
on the evidence adduced at the hearing. 

If the adjudicative form is utilized, that is, if Congress directs that 
the decision shall be based on evidence adduced at a hearing, then 
there can be no reason why the ethical standards applicable to judges 
and to lawyers in court proceedings should not be applied to the admin- 
istrative judge and the counsel who appears before him. 

The fact that administrative agencies exercise legislative, prose- 
cutory, investigative and administrative—as well as adjudicative func- 
tions complicates the problem, but does not make it insoluble. 

Ethical standards in adjudication similar to applicable ABA Canons 
of Professional Ethics should be established by Congress and that 
those standards should be enforced by requiring administrative offi- 
cials who are approached off the record to make a full disclosure to 
the other parties to the proceedings, to enter the details of the off- 
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the-record intercession in the administrative record, and to inform 
the Department of Justice and the appropriate professional discipli- 
nary committee. There should also be provision for suspension or 
dismissal of any Government official who failed so to report or who 
was a party to an off-the-record intercession. 

Similarly strict sanctions should be imposed on the lawyer (or other 
eee who committed the transgression and on the party on 
whose behalf he acted. 

One would do well to peruse the small volume, Ethics in Govern- 
ment, written by the.chairman of the subcommittee, Senator Paul 
H. Douglas. Chapter 2, Ethical Problems of Administrators, is par- 
ticularly relevant. 

That a Code of Ethical Proprieties be enacted is sound. Also that 
ABA Canons of Professional Ethics should be revised to provide 
clearer guidance to lawyers, and that other professional groups such 
as accountants and engineers should, to the extent that they have not 
already done so, establish appropriate ethical standards to guide their 
members in their dealings with Federal administrative agencies. 

There is also a danger that unless provision is made for enforce- 
ment, the code will soon become merely an expression of pious hope. 
Therefore, the Department of Justice should. be given the respon- 
sibility of enforcing the code, and, further, that a Committee on Ethi- 
cal Standards established and directed to: (@) adjudge alleged viola- 
tions of the code, (5) render advisory opinions. concerning |ethical 
questions submitted to it, (¢) promulgate interpretative rulings, and 
(d) recommend amendments and additions to the code. 

Professor Miller's views 

By asking the question in terms of “improper” pressures, the as- 
sumption is being made that some pressures may be considered to 
be “proper.” Such a differentiation is valid—that it is proper for 
some pressures, or to say a less invidious word, some persuasion, to be 
brought to bear on governmental officials. We have, in fact, a rele- 
vant constitutional principle to give warrant for that view: The first 
amendment says in part that “Congress shall make no law * * * 
abridging * * * the right of the people * * * to petition the Gov- 
ernment For a redress of grievances.” 

It is important to view the problem of improper pressures against 
a background of history and of other nations. It should be recog- 
nized that undue influence, or improper pressures, are evident in gov- 
ernments throughout history. The point is not that you should recog- 
nize the widespread character of corruption and throw up your hands 
and do nothing about it so far as this Government is concerned. 
Rather, the perspective of history and contemporary affairs should 
be used to indicate the need for continuing study and examination of 
this problem. 

There is no one best solution to this problem. There is a need for 
continuing attention to be paid to governmental wrongdoing. 

Undue influence and improper pressure is a two-way street. Sanc- 
tions imposed should be on both sides—on the corrupter as well as the 
person corrupted, on the one who brings the pressure to bear as well 
as the one who caves in under the pressure. 

But it is of highest importance-to dealwith improper pressures 
before the fact—that is, before transgressions take place, 

4052—59-——7 
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Erect more precise legislative standards of administrative judg- 
ment in granting licenses and conferring other valuable privileges. 

An administrator should have discretion, but the practically unfet- 
tered freedom now permitted is far beyond the needs of efficient man- 
agement and good government. 

More attention should be paid to the question of secrecy in admin- 
istrative affairs. Licensing and other administrative functions should 
be entirely open to the public. Newsmen should have access to rec- 
ords. Another aspect of this would be a requirement of written rea- 
sons to be published for all adjudicatory decisions. 

Real steps should be taken to insure that properly qualified men 
fill administrative posts, all the way up and down the hierarchy. 

Another facet of this “better people” suggestion is the possible need 
for more rigid “conflict of interest” laws. 

It should be a stated policy by Congress that no gratuity is to be 
given to any governmental] official. 

Inculcate the same standards of conduct for administrative officials 
as exist among members of the Federal judiciary. 

There should be drafted a “code of administrative ethics.” 

There should be established a commission whose job it would be to 
make continuing inquiry into the matter of proper conduct in admin- 
istrative affairs; with a permanent staff, a permanent director, and 
headed overall by a group of outstanding citizens. This might be 
likened to a permanent Hoover Commission, but one with a broader 
mission—one with powers to summon officials before it, to make in- 
vestigations, and to make recommendations directly to Congress. It 
might be called a General Accounting Office of Ethical Practices. 


Judge Peck’s views 


Whether or not there should be vested in administrative agencies 
the combination of legislative, executive, and judicial functions which 
they presently exercise, it is clear that when they act in a judicial 
capacity they should act as judges, with a punctilio of judiciality, 
conscious of their role and its requirement, and that all who deal with 
them in this capacity should be equally conscious of the corresponding 
restrictions upon them in approaching and dealing with the agencies. 

Yet, because the agencies are not a court or their members judges, 
people dealing with the agencies seem to feel that neither they nor the 
agency personnel are subject to court standards. At the same time, 
those employing influence and counterinfluence lose confidence in them- 
selves, the opposition, and the umpire. 

The burden of being beyond reproach is heavier on an agency with 
multiple roles than it is on a court with a single role traditionally 
isolated and insulated from the pressures and influences which abound 
legislative and executive bodies. 

or should there be any question or difference about. the required 
conduct. 

A code which expresses the spirit of law and implements it with the 
letter of law should be as welcomed by the agencies, Members of Con- 
gress, and members of the executive departments as by the public. 

Such a code will gain standing and force through the congressional 
imprimatur, and it should be an enactment of Congress rather than 
a declaration of the agencies themselves. 

The code should be made applicable to all agency proceedings of a 
quasi-judicial nature; that is, where the agency is determining, as 








INDEPENDENT REGULATORY COMMISSIONS 91 


between contending parties, public or private, any right, privilege, 
license, obligation, Tiebility, sanction, or status of a person or pe 

The. substantive provisions of the code should be a, declaration of 
public policy and law against private communications, in writing or 
oral, between any agency officer or employee and any other’ person, 
concerning the merits, disposition, effect, or any procedural or substan- 
tive aspect of any such proceeding. The code should provide by way 
of implementation that any written communication, violating the code, 
received by agency personnel, should be returned to the sender with 
due reference to the code, and a copy of the communication and repl 
should be placed in the public file of the proceeding with notice to a 
interested parties. In the ease of an offending oral communication, 
the speaker should be advised at the outset of the violation involved, 
and the conversation should be quickly terminated. If the speaker 
should persist, the agency official addressed should make a fair written 
summary of the conversation and place it in the public file, with notice 
to all interested parties. : 

An adequate opportunity should be afforded all interested persons 
to make seasonable reply to any ex parte communications. But all 
such communications should be ignored in considering or deciding a 
case. 

A disciplinary provision should be incorporated in the code to pro- 
vide punishment for violations. Violations could well be made a crime 
with appropriate penalties; lawyers could be barred from practicing 
before the agency ; and sanctions such as a denial of standing or recog- 
nition of any asserted claim or interest might be invoked against any 
principal in whose behalf the code was violated. 

The enactment of such a code would be a public assurance of judicial 
conduct where judiciality is called for, would raise the stature and 
probably the performance of the agencies, and would relieve agency 
personnel and the Members of Congress and the executive departments 
from intrusions which should not be made. 


PANELISTS 
Law school professors : 

Thomas F. Broden___._~ University of Notre Dame. 

Clark M. Byse___...-_-_ Harvard Law School. 

Kenneth Culp Davis___-. University of Minnesota. 

Leo A. Huard *_........ , Georgetown University Law Center. 

Arthur S. Miller__._____ Emory University Law School. 

Frank C. Newman-__-_.--. University of California. 

Government :? 

Willard Gatchell_______. General Counsel, Federal Power Commission. 

Robert W. Ginnane__-_--. General Counsel, Interstate Commerce Commission. 

Theodore H. Haas___---. Chairman, Committee on Professional Ethics, Fed- 
eral Bar Association; president, District of Co- 
lumbia Chapter, Federal Bar Association. 

Earl C. Kintner________- General Counsel, Federal Trade Commission. 

Thomas G. Meeker_____~_ General Counsel, Securities and Exchange Com- 
mAisslon. 

Paul N. Pfeiffer________. Hearing examiner, Civil Aeronautics Board. 

Miss Ruth Smalley_____. Supervisory attorney, National Labor Relations 
Board. 

Charles E. Smoot___._.. Assistant General Counsel, Federal Communica- 
tions Commission. 

Joseph Zwerdling___.__- Hearing examiner, Federal Power Commission. 


1 Because of illness Professor Huard was unable to appear at the panel discussion. 
However, despite his illness, he prepared and submitted a paper dealing with topic No. 3, 
which is included in our record. 

?It was understood that the Government representatives were participants in their 
individual capacities and did not speak for their agencies, 
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Lawyers: 
TAO CL SNE 6 cnt stisiehnioneenil Washington. 
Robert M. Benjamin_....-..____.__. New York. 
James J. Bierbower_........_._.-_.. Washington. 
Smith W. Brookhart._._.....__._-_. Do. 
SORT - Wh LORRGOR. ih ec cet erences Do. 
Valentine B. Deale__._.__._.--_.._.-- Do. 
F. Cleveland Hedrick, Jr_..c.uu.... Do. 
James M. Landis.___....._----.-... New York. 
Mrs. Fanney N. Litvin.__....__.____ Washington. 
Robert K. McConnaughey____.._.-._ Do. 
Hon. David W.;:Peck....................- New York. 
BNI IEE Wik: MEI Ra ccdireey ncn coesemnteseniencathrn Atlanta. 
denen As: em ee a Washington. 
Ashley Sellers__......--....-._..-- Do. 
GORTT TOMAR snk idee cccpowe Chicago. 


Subcommittee staff member : 
Robert 8. McMahon. 


Appenpix F 


The following reports and studies have been prepared under the 
direction of the subcommittee by the subcommittee staff, the Legisla- 
tive Reference Service of the Library of Congress, and others, and are 
available in the files of the subcommittee: 


1. Digest of Cases Remanded to Federal Communications Commission by the 
Appellate Courts and Report as to Adequacy of Statutory Provisions Pertaining 
to Such Remands; prepared by the Legislative Reference Service, Library of 
Congress, 1958. 

2. Regulation of Broadcasting—Half a Century of Government Regulation of 
Broadcasting and the Need for Further Legislative Action; prepared by Robert 
S. McMahon, research assistant, Special Subcommittee on Legislative Oversight, 
1958. 

3. FCC Standards or Comparative Criteria as Applied in 14 Representative 
Comparative TV Proceedings ; prepared by John Radigan of Legislative Reference 
Service, Library of Congress, 1958. 

4. Time Study—Comparative Television Hearings, July 1, 1954, to March 7, 
1958; prepared by John Radigan of Legislative Reference Service, Library of 
Congress, 1958. 

5. History of National Association of Securities Dealers, Inc., Its Activities, 
Membership Data, Sanctions Imposed, Expelled Members, Financial Statements, 
Liaison and Supervision by SEC from 1936 to November 30, 1958; prepared by 
National Association of Securities Dealers, Inc., upon the request of the subcom- 
mittee, 1957-58. 





SEPARATE VIEWS 
OF 
CHARLES A. WOLVERTON 


I agree with the conclusions and the recommendations as stated by 
the report. I disapprove, however, of selecting only brief references 
to testimony taken before the committee relating to some individuals 
and not making any reference to other portions of testimony that were 
equally indicative of reprehensible conduct upon the ae of others. 

It is my opinion that the report should state in detail the conditions 
that had Hes revealed by the testimony given in the several cases and 
reference made to testimony by page number. The hearings are to be 
i om in full. Thus, any reference as above indicated would give the 

ull story and not merely a portion of the testimony that reflects only 
upon some by name and saves others from the condemnation that is 
justly due. 

Throughout the hearings, particularly in the television cases in- 
quired into, there was evidence of reprehensible conduct upon the part 
of competing applicants, yet the report refers to some and omits others. 
This cannot be justified from any standpoint, particularly as there is 
a unanimity of thought in the committee as to the improprieties of 
many who were interested parties but who are not: mentioned in the 
report. I am of the opinion that as the conduct of the latter was just 
as wrong as that of those mentioned, and whose wrongful conduct 
likewise sustained the finding and recommendations of the commit 
then they should not be spared any more than those individuals who 
are mentioned. 

It will be seen that I am not opposed to recommendations that the 
committee has made. They are amply justified by all the evidence 
produced in the hearings. My only point is that all wrongful doers 
should be treated alike in the report. 

The conduct of the committee work has been difficult and at times 
highly controversial, but at all times Chairman Oren Harris has con- 
ducted the hearings with ability and understanding. He is entitled 
to commendation for the efficient manner in which he has conducted 
the work of the committee. 

Respectfully submitted. 

Cuas. A. Worverton. 
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This statement concludes my voluntary retirement from Congress 
after 18 years. It was my earnest hope that the views of this sub- 
committee, in its final report, could be unanimous. I entertain the 
highest respect for Chairman Harris and my colleagues of the sub- 
committee, and of the Congress. However, in fairness to the Con- 
gress itself, and to the fundamentals of government, the tremendous 
power of the investigatory role of Congress—the generally under- 
stood spirit of justice and fair play—and in the light of the modus 
operandi of this investigatory subcommittee, I cannot and do not join 
with the majority of this report. 

In fairness to the Congress and to the public itself, I cannot do so. 

The right and power of Congress to investigate is a tremendously 
important one but it cannot and should not be abdicated—as this one 
was, too often—to those bent on proving a point for political or pub- 
licity advantage. If it is so abdicated, and the pattern is showing an 
alarming tendency to repeat itself, then the Congress will have ab- 
dicated one of its great historic functions that will divest itself of 
popular respect in the process. Congress can only justify its public 
respect and its primary function by guiding sat guarding its own 
procedures in investigation. 

It is my serious observation that investigatory committees of Con- 

become prisoners of their own staffs—as do all those who are 
ing investigated. 

The legislative responsibility of the great Committee on Interstate 
and Foreign Commerce is a tremendous one. At the start of the 85th 
Congress, the Speaker of the House, the Honorable Sam Rayburn, 
suggested the need of an investigation and by this suggestion and by 
the action of the House of Representatives, the special Subcommittee 
on Legislative Oversight was created. Certainly, the efforts of the 
majority of the subcommittee of both political parties was to select a 
staff that would accomplish the legislative objective with an obvious 
limitation of time. 

It was historically true of the Committee on Interstate and Foreign 
Commerce that its staffs have been selected upon a nonpartisan basis 
and there has never, in my legislative experience, been a majority and 
minority representation on the staffs of that committee. 

As this investigation proceeded, it was obvious that the staff of 
this subcommittee was heavily overbalanced. From the inception, 
the staff leadership assumed a free-wheeling authority to run the in- 
vestigation, to “leak” or “feed” stories to favored members of the 
press and favored members of the subcommittee and to present 
privately to the press and publicly to the committee flamboyant hear- 
say alleged evidence of fantastic dimensions. 

A motion was adopted in the early days of this subcommittee that 
investigations of the agencies would go back 10 years. There is a 
record of something in excess of 11,000 pages in the hearings of this 
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subcommittee, in addition to the exhibits, which have been entered into 
the record. I charge that in substance and in reality the record dis- 
closes nothing of substance of any investigations by the staff so far as 
the record is concerned that does not begin with the records of activi- 
ties of the agencies investigated since 1953. 

As another example, it was understood that the staff would present 
to the subcommittee its proposed final report for executive session of 
the subcommittee to be held on December 29 and 30, 1958. When the 
subcommittee members met on December 29, and at 10: 30 of that day, 
they were given a subcommittee print of 75 pages which included a 
number of new matters for action which had not been presented in 
general to the subcommittee prior to that time. Included were many 
pages—some in narrative form under the subheading “Reasons for 
the Recommendations.” Some members of the subcommittee had 
received a galley proof 1 week prior to December 29, 1958, of the 
many additional views of the subcommittee staff as to what the sub- 
committee’s report would contain. Others, such as this member of 
the subcommittee, had never seen the so-called galley proof although 
he had been in his office and in Washington during all of the time 
between December 22 and December 29. 

The subcommittee print, which was submitted on December 29 to 
the members of the subcommittee, was subject to the violent criticism 
of some of the members of the minority of that subcommittee because 
of its being slanted to convey the impression that all major wrong- 
doing was found in one political party since 1953. This was clearly 
in variance with the facts. In addition, this report was not a fair 
presentation of the evidence and elaborated one phase of the evidence 
as to one party or another and was silent as to others who were equally 
involved. Innuendo was used at every opportunity. 

The report so submitted was substantially amended, both as to its 
recommendation and its conclusions, and in part to some of the nar- 
rative and unfair statements of the evidence, but in some parts it has 
not been corrected and, as a result, the report does not do justice, nor 
treat fairly, the evidence of this subcommittee. The undersi ed ob- 
jects to unfair tactics of resorting to innuendo and hearsay which can 
result in enormous damage to the reputations of individuals and 
resultant loss of public confidence. 

In the history of Congress, I know of no instance where the then 
chief counsel of a committee, Mr. Bernard Schwartz (a lawyer), has 
gathered up the records and exhibits of the committee—records 
which he had obtained under the great powers of the committee— 
and with the help of others, started to peddle them about the city of 
Washington in an attempt to place pail records and exhibits in the 
hands of others who had no authority to receive the same. 

What would happen to any lawyer who so treated the privileged 
and confidential papers or exhibits of his client ? 

Is this a pattern of what may be expected of a counsel or employee 
of a great committee of Congress? 

And no proceedings for contempt of Congress or for violation of 
law has ever been begun. 

This is only one of the examples of what happens to those who are 
unfortunately placed in key staff positions and with almost unlimited 
authority and power on investigatory congressional staffs. 
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The above comments as to the investigatory staffs are no reflection 
upon the many excellent members of the subcommittee staff who 
worked ably and effectively and with complete loyalty to the com- 
mittee and with the accomplishment of a huge amount of work. The 
problems of the staff, as of the committee, were difficult and con- 
troversial and those members of the staff, as well as Chairman Har- 
ris, are due credit for the fair manner in which their respective duties 
were discharged. 

There is definite merit in some of the recommendations and con- 
= made in this report which came under the subcommittee 
study. 

icowever, there has been a tendency on the part of some of the rec- 
ommendations and conclusions to pick out one incident and attempt 
a too broad recommendation and conclusion either as to the functions 
of the agencies or for legislative reform. 

There is a definite need for improvement in procedures and prac- 
tices, and, in many instances, in the basic statutes under which these 
agencies function. On this, no one disagrees—in fact, among the 
many advocates of these matters are many members of the agencies 
themselves. I join in many recommendations of the report which re- 
late to objective matters of substance. 

For the reasons I have heretofore given, I do not join in the ma- 
jority report. 

JoserpH P. O’Hara, 
Member of Congress. 


ADDITIONAL VIEWS 
OF 
JOHN B. BENNETT 


I am in general accord with the content of the subcommittee’s report 
and the various recomendations contained therein. While I am in 
complete agreement with most of the legislative proposals, I reserve 
final judgment pending legislative hearings since our subeommittee’s 
recommendations are based primarily on investigative studies as con- 
trasted to legislative hearings at which all interested parties appear 
and present views. : 

Because of its overall merit I regret that the report in several im- 
portant aspects had to take on political flavor. A reference to it will 
indicate that it contains a very careful and minute description of the 
associations between Sherman Adams, a prominent Republican, and 
Bernard Goldfine. These references are not objectionable to me be- 
cause I was one of the first members of this subcommittee to publicl 
urge the resignation or removal of Adams for the reasons set fort 
therein. But a nonpartisan report of our activities would, in fairness, 
have dictated a description of similar associations disclosed by our 
hearings on the part of Goldfine and others with prominent public 
officials in the Democratic Party. For example, the report is silent as 
to Wm. T. McCarthy, a Federal district judge, a Democrat, an ap- 
pointee of a previous administration, and a longtime personal friend 
and beneficiary of Goldfine’s gratuities. When the Securities and 
Exchange Commission brought proceedings in 1954 against the East 
Boston Co., one of the Goldfine controlled companies, to require the 
filing of long delinquent 10-K reports, Judge McCarthy was assigned 
to the case. The judge inexcusably stalled and delayed action on the 
case for over a year, although there was no disputed issue involved. 
This had the effect of preventing innocent investors from getting the 
information they were entitled to receive under the law concerning the 
mismanagement of the East Boston Co. by Mr. Goldfine. en 
Judge McCarthy failed to voluntarily appear before the subcommittee 
to explain his actions, I demanded he be subpenaed. He was never 
subpenaed and he never appeared. Although two and one-half pages of 
the subcommittee’s report is devoted to the failure of the East Boston 
Co. to file proper reports, significantly not a single reference is made 
to Judge McCarthy and the use of his high position to help his friend, 
Goldfine. Hearing references concerning j udge McCarthy’s associa- 
tion with Goldfine and the East Boston case can be found as follows: 
Transcript, pages 8460-3461, July 17, 1958; transcript, pages 1975- 
1976, June 24, 1958; transcript, pages 3441-3444, July 17, 1958; tran- 
script, pages 3445-3446, July 17, 1958; transcript, pages 1409, June 
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10, 1958; pages 2112-2115, June 24, 1958; transcript, pages 2108-2111, 
June 24, 1958; transcript, pages 2111-2112, June 24, 1958; transcript, 
pages 3348-3349, July 16, 1958; and transcript, pages 3449-3450, July 
17, 1958. 

Furthermore, the subcommittee files contain voluminous informa- 
tion as to Goldfine gifts and gratuities to various and sundry public 
officials and employees showing the wide sphere of his beneficence to 
those in public life able to open doors and do favors. These matters 
are not dealt with in the subcommittee’s report. Those who read the 
subcommittee report but who do not read the subcommittee hearings 
will have the erroneous impression that our investigation disclosed 
only those associated with the present administration were guilty of 
any improprieties or indiscretions. The report is unfair and po- 
litically partisan in that respect, as I have indicated above. 

The foregoing is not to be Paper as any personal criticism of any 
member of the subcommittee oreover, I wish to commend and give 
— credit to Chairman Oren Harris for his excellent work in con- 

ucting a most difficult and complex investigation. 


Respectfully submitted. 
Joun B. Bennett. 
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FOREWORD 


Government programs in international education are both extensive 
and varied. In view of their cost, their worth is a matter of important 
concern to the United States Government and the United States 
taxpayer. 

A major obstacle to appraising their value has been the fact that 
nowhere has it been possible to find an ordered body of information 
on how many programs and of what kind are currently in operation. 
It is to fill this need that the members of the International Opera- 
tions Subcommittee have had this study prepared. With this begin- 
ning, it is hoped that. a basis has been aaa for eventually making a 
critical evaluation of the whole range of Government activities in this 
field. 

Congressman Henry A. Dixon, of Utah, first called the subcom- 
mittee’s attention to the need for such a study. The principal author 
was Charles A. Quattlebawm, specialist in education on the staff of 
the Legislative Reference Service of the Library of Congress; to whom 
the subcommittee is especially indebted. He was assisted by H. A. 
Sieber, research assistant in education, on the staff of the Service. 
Valuable services in the preparation of the study were contributed 
by Dr. Maurice J. Mountain, subcommittee consultant. 

Appreciation is extended to the scores of United States Govern- 
ment officials and members of the staffs of international governmental 
organizations and private agencies who contributed information by 
correspondence, by supplying source material or references to pub- 
lished sources, by conferences with the principal author, and by critical 
review of different parts of the report. 

The subcommittee acknowledges also the assistance rendered by Dr. 
Hugh L. Elsbree, Director of the Legislative Reference Service, and 
by Dr. Roger Hilsman, Deputy Director for Research of the Service. 

The detailed table of contents is designed to serve as a brief of the 
report, and to facilitate its use as a reference work. 

A reading of the introduction is important to an understanding of 
the nature and significance of the study. 

Porter Harpy, Jr., 
Chairman, International Operations Subcommittee. 








LETTER OF TRANSMITTAL 


Hovss or REPRESENTATIVES, 
Washington, D. C., January 3, 1959. 
Hon. Rate Roserrs, 
Clerk of the House of Representatives, 
Washington, D. C. 

Dear Mr. Roserts: By direction of the Committee on Government 
Operations, I submit herewith the committee’s 42d report to the 85th 
Congress. The committee’s report is based on a study made by its 
International Operations Subcommittee. 

Wuuum L. Dawson, Chairman. 
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85TH CONGRESS } HOUSE OF REPRESENTATIVES Report 
2d Session No. 2712 





GOVERNMENT PROGRAMS IN INTERNATIONAL 
EDUCATION 


(A SURVEY AND HANDBOOK) 


JANUARY 3, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


FORTY-SECOND REPORT 


SUBMITTED BY THE INTERNATIONAL OPERATIONS SUBCOMMITTEE 


On January 2, 1959, the Committee on Government Operations had 
before it for consideration a report from its Subcommittee on Inter- 
national Operations entitled “Government Programs in International 
Education (A Survey and Handbook).” 

After consideration of the report as submitted by the subcommittee, 
upon motion made and seconded, the report was approved and adopted 
as the report of the full committee. The chairman was directed to 
transmit a copy to the Speaker of the House. 


PART I. INTRODUCTION AND SUMMARY 
Cuapter 1. Scopr, Derrnirions, AND SUMMARY 
A. NATURE AND SCOPE OF THIS REPORT 


The primary purpose of this report is to aid in congressional deci- 
sions affecting ome of the United States Government in the field 
of international education, by supplying broad, basic information. con- 
cerning what this Government and other governments have done and 
are now doing in this field. 

The report consists of: (1) An introduction and summary; (2) a 
consideration of the relationship of the principal international educa- 
tional programs of the United States to higher education and to inter- 
national understanding; (3) a synoptic history of international edu- 
cation; (4) a survey of United States Government programs in this 
field; (5) a review of the educational programs of international gov- 
ernmental organizations to which the United States contributes; (6) a 
digest of and comment be relevant bills and legislation of the 85th 
Congress; and (7) a brief history and description of the international 
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educational programs of the U. 8. S. R. and some other foreign 
countries. 

The report has been prepared primarily for use as a handbook or 
reference work, For this reason each chapter is more or less self- 
contained, in that it independently embodies facts and ideas adjudged 
essential to the consideration of that particular part of the report 
without additional reading. The continuous reader is invited to dis- 
regard the consequent element of repetition. 


B. DEFINITIONS, INCLUSIONS 


The principal test as to whether a particular program or activity 
should be included in this study was a simple one, namely, an answer 
to the question: Is the program both “international” and “educational” 
in nature ? 


The Encyclopedia Americana ' says that : 


In broad usage, the term “international education” comprises all types of edu- 
cational relations among nations. The phrase “educational relations” in this 
case includes informational and cultural as well as strictly educational contacts. 

In narrow usage the term “international education” refers principally to inter- 
national cooperation or association in educational undertakings, particularly in 
the exchange of students, teachers, and educational materials. 

In his article on International Education in the Encyclopedia of 
Educational Research,? Dr. W. W. Brickman states that: 

The term “international education” may be applied to the various educational 
and cultural relations among nations, * * * More narrowly it refers to inter- 
national efforts at cooperation and harmony in the exchange of teachers and 


students, rehabilitation of backward cultural areas, mutual understanding 
through school instruction, and the like.* 


This report is concerned with all types of international educational 
activities, from various viewpoints. While emphasizing the effects of 
the activities upon people, the study also takes into account other 
aspects of the programs, such as methods of administration, the educa- 
tional levels of the activities, and employment of educational institu- 
tions in these programs. 


C. SOURCES 


This report is based upon (1) replies to a questionnaire and/or letters 
from scores of Federal] officials and members of the staffs of interna- 
tional organizations and private agencies; (2) annual reports and 
other publications of the Government departments and agencies con- 
cerned; (3) a wide variety of other published sources; and (4) numer- 
ous interviews and conferences with persons concerned with the ad- 
ministration of the resnective programs. 

Statements concerning the sources of information for particular 
parts or chapters sppear inter in the report. 


D. SUMMARY OF THE REPORT 


The history of international education has traveled an irregular 
course, from the international use of ancient Greek libraries and 


Cc ae article on International Education by Charles A, Quattlebaum. Americana 
orp., 57. 

2 American Educational Research Association. The Macmillan Co., 1952. ’ 

®In this connection it is noteworthy that in the United States the use of the word 
“cultural” as applied to international relations. has generally been superseded by the. use 
of the word “educational” which hae a more definite meaning for most Americans. ‘This 
évolution was reflected in the abolition of the Division of Cultural Relations in the’ Depart- 


ment of State in 1944. The functions of that Division have been largely inherited by the 
International Educational Exchange Service. 
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universities to the current worldwide international educational pro- 
ams of the United States and some other countries. Prior to World 
ar II the way was marked by such developments as the extension of 
Christian missionary teaching “unto all the world” ; the establishment 
of medieval universities as international centers of learning, the Ger- 
man invention of modern printing methods, making possible the large- 
scale international exchange of knowledge; 19th century organization 
of international expositions, pedagogical associations and student fed- 
erations; and finally, early 20th century establishment of international 
scholarships and other modern types of educational exchange. 


Development since 1939 


Among developments in international education since 1939 have 
been the expansion of bilateral and multilateral government educa- 
tional exchange and training programs; international cooperation in 
reeducation and ahusationat reconstruction in war-devastated coun- 
tries; expansion of international educational activities of nongovern- 
mental organizations; and expansion of international schools and in- 
stitutions for advanced international studies. 

Principal programs—relationships 

The principal current international educational programs of the 
United States Government which both affect higher education and 
contribute to international understanding are the sdticativanal exchange 
program of the Department of State, the technical cooperation pro- 
gram of the International Cooperation Administration, and the over- 
seas information program of the United States Information Agency. 
Because they are idale distributed and are designed for such purposes 
as study, research and college training, the educational exchange grants 
have direct effects upon higher education in the United States and other 
countries. Much of the training given under the technical assistance 
program is the responsibility of American and foreign colleges and 
universities, which administer certain aspects of the program under 
contracts with the International Cooperation Administration. A 
number of foreign institutions of higher education as well as foreign 
educational systems receive direct support from the ICA. 

The overseas information program is largely educational in nature 
and much of it is intimately related to the curriculums and activities 
of universities abroad. Often an “affiliation” between an American 
and a foreign university has been facilitated by the United States 
Information Agency. 

Approximately two decades ago the international educational ex- 
change idea was incorporated as a part of the good neighbor policy of 
President Franklin D. Roosevelt. Approximately a decade ago inter- 
national educational exchange was established by action of Con , 
as expressed in the Fulbright Act and the Smith-Mundt Act. The lat- 
ter established a permanent program of educational exchanges on a 
global basis. 

The current technical cooperation program is an outgrowth of the 
point 4 program evolved under President Truman. By helping to de- 
velop the economic and manpower resources of certain other countries 
the program functions to support the foreign policy of the United 
States. 

Through a variety of informational and educational activities the 
overseas information program of the United States Information 
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Agency performs a similar function by systematically presenting and 
promoting the study of “the American idea” abroad. 

Besides the international educational exchange program, the De- 
partment of State administers certain related programs having im- 
portant international educational aspects. These include the Presi- 
dent’s special international program for cultural presentation and the 
East-West contacts program. Under the last named of these, ex- 
changes are now being conducted in technical, scientific, and educa- 
tional fields with the Galen of Soviet Socialist Republics. 

The International Cooperation Administration programs have rami- 
fications throughout a large part of the Federal structure, many other 
agencies of the Government being involved, particularly in the train- 
ing of foreign nationals. Agencies which operate important programs 
for or in cooperation with the International Cooperation Adetnvtes. 
tion include the Department of Health, Education, and Welfare; the 
Departments of Commerce, Agriculture, Labor, and Interior, the Fed- 
eral Communications Commission, and the Housing and Home Fi- 
nance Agency. Generally these agencies receive transfers of funds 
from the International Cooperation Administration for their activi- 
ties. Some of the cooperating agencies, however, also utilize funds 
specifically appropriated to them by the Congress, and some receive 
funds from the United Nations or other international governmental 
agencies for such purposes. 

Military assistance 

The principal program of the Department of Defense which has 
both idbsenatioital and educational aspects is the military assistance 
program under the Mutual Security Act of 1954. The training pro- 
vided military personnel of other countries is mainly of a technical 
nature. Much of the equipment supplied other countries under the 
military assistance program is used for instructional purposes. 

Among other international educational programs of the Depart- 
ment of Defense are (1) training of United States officers in foreign 
military schools, (2) education of foreign students at the United States 
service academies, (3) foreign area specialist training in leading 
universities abroad, et cetera. 

HEW programs 

Several constituent agencies in the Department of Health, Educa- 
tion, and Welfare administer programs in the field of international 
education. Some of these activities are carried out under agreements 
with the International Cooperation Administration or the Interna- 
tional Educational Exchange Service. The programs of the Office 
of Education include such activities as teacher exchange between the 
United States and certain other countries, international teacher edu- 
cation, and research and dissemination of information on education 
abroad. The research grants, research fellowships and research train- 
ing grants of the Public Health Service to United States citizens to 
study abroad and foreign nationals to study in the United States 
constitute a major international educational activity. 


Programs of other United States governmental agencies 


International educational programs of other United States depart- 
ments and independent agencies, such as the joogee and/or activ- 
ities of the Atomic Energy Commission, and National Science Foun- 
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dation, and the Library of Congress are described in the chapters 
which follow. 
Programs of international agencies 

The numerous educational programs of international agencies to 
which the United States contributes are likewise described in sub- 
sequent chapters. Among these programs are (1) the United Nations 
Expanded Program of Technical Assistance, which provides a number 
of educational services to underdeveloped countries; (2) the United 
National Educational, Scientific and Cultural Organization, which 
operates a number of programs which are to varying degrees educa- 
tional, and which also has a specific “education” program; and the 
World Health Organization, which has an elaborate program for 
the promotion of health education, involving fellowships and arrange- 
ments with colleges and universities in many countries. 


Russian programs 


For centuries the Russian Government has employed international 
education—first, deliberately to use foreign attainments to promote 
Russian development, and more recently to increase the foreign influ- 
ence of Soviet culture, as a Communist Party foreign policy. 

Following prolonged efforts by the United States to develop cul- 
tural exchanges with the Soviet Union, on January 27, 1958, an 
agreement for such exchanges was signed by representatives of the 
two governments. 


Programs of some other countries 


Because of their various cultural and political objectives, the gov- 
ernments of other countries have had widely different approaches to 
international education. However, most countries have attempted to 
spread their way of life abroad through educational intercourse. The 
international educational efforts of France, Germany, Great Britain, 
and others are described in the last chapter of this report. 


E. GENERAL OBSERVATIONS 


Of the many observations that a survey of the United States Gov- 
ernment programs in international education might evoke, the fol- 
lowing seem to be of sufficiently general interest to be worthy of 
special notice here. 

(1) It may seem a needless belaboring of the obvious to say that 
the United States Government is engaged in a wide variety of inter- 
national educational activities. Each of the departments and most 
of the independent agencies of the Government are carrying out activ- 
ities in this field. The United States also contributes to the support 
of a number of international governmental agencies which are admin- 
istering broad educational programs. Altogether these activities 
ae practically all nations and all geographical areas of the 
world. 

(2) Many of the international educational programs of the United 
States Government agencies are aspects of other programs, or are sub- 
sidiary to other programs of these agencies. The training of foreign 
nationals and other elements of the technical-assistance program have 
ramifications throughout the structure of the Government. So has 
the international educational exchange program to a lesser degree. 
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Interagency relationships exist in the administration of a number of 
the other programs. Thus altogether the administration of the inter- 
national educational activities of the Government is intricate. 

(3) Although some informal and irregular interagency relation- 
ships exist, no single executive or legislative agency, office or com- 
mittee has an overall responsibility for the coordination of these pro- 
grams. There is a formal arrangement for coordination and avoid- 
ance of duplication of efforts of two programs—the international 
educational exchange program of the Department of State and the 
technical-assistance program of the International Cooperation Admin- 
istration. There is however, no such arrangement respecting the 
administration of all the other programs of the Government in this 
field; and there is in fact no overall coordination of these activities. 
Some of the bilateral international educational programs of the United 
States are similar to those of international governmental organizations 
which the United States largely supports. With policy and adminis- 
trative detail being handled and personnel to participate in exchanges 
being selected by different agencies, the question of the extent of over- 
lapping and duplication becomes an important one. 

(4) It seems clear that there is not only the lack of overall policy 
and the lack of an overall coordinating agency but even a lack of com- 
prehensive, organized information on what all the agencies of the 
Government have been doing in this field. 

(5) Impact studies in the various countries could help to determine 
the effectiveness of the programs in their relationships to both higher 
education and international understanding. Such studies might be 
carried on in cooperation with other countries which, because they are 
aie in many of the programs, would be mutually concerned. 
Such impact studies would inevitably be expensive, but this considera- 
tion should be balanced against the considerations of ‘rewards, one of 
which might be an ultimate saving in the expenditures of the United 
States Government through increasingly effective and selective use 
of funds. 

(6) An accurate calculation of total expenditures by the United 
States Government for international educational activities cannot be 
made from data presently available. Not even estimates of some of 
the costs are available. For example, although much of the equip- 
ment furnished other countries under the military-assistance program 
is used for instructional purposes under that program, the portion of 
the cost of that equipment which should be charged to education or 
training is hardly determinable. 

A controversial question of inclusions arises in some instances. For 
example, the basic program of the United States Information Agency 
is both “international” and “educational.” It intimately involves 
educational processes and institutions. Yet how much of the cost 
should be charged to international education in a strict sense is a 
matter of opinion. 

The transfer of funds from one agency to another, the inclusion of 
activities in some of the agencies’ budgets without prorating of admin- 
istrative costs, and the absence of any standards which might make 
such prorating possible, indicate the need for clarification of general 
and specific objectives, and overall coordination—if not of administra- 
tion, at least of policy. 


a ete ee ee | ae 


PART II. PRINCIPAL PROGRAM RELATIONSHIPS 


The following discussion deals with the relationships of the princi- 
pal international educational programs of the United States Govern- 
ment to higher education and to international understanding. With- 
out presuming to make a critical analysis of these relationships, this 
discussion brings together such relevant material as (1) some of the 
findings from program evaluation studies, (2) selected factual 
information and opinion emanating from organizations and individ- 
uals particularly interested in these activities, and (3) some general 
observations. 


CuHarter 2. Rev_atrionsuies To HicgHer Epucation 
A. INTRODUCTION AND SUMMARY 


The principal international educational programs of the United 
States Government which relate to higher education in the United 
States and other countries are (1) the international educational ex- 
change program of the Department of State, operated oe under 
the Smith-Mundt and Fulbright Acts; (2) the international educa- 
tional activities of the International Cooperation Administration 
(ICA), included mainly in the technical cooperation program au- 
thorized by the Mutual Security Act of 1954; and (3) the basic 
program of the United States Information Agency (USIA) which is 
largely educational in nature and includes distinctly educational pur- 
suits and aids, 

As measured in terms of costs, and possibly from some other view- 
points, the principally technical training provided foreign nationals 
under the military assistance program administered by the Depart- 
ment of Defense far exceeds the programs of the International Edu- 
cational Exchange Service (IES) or of the United States Information 
Agency. However, in spite of its importance in other respects, the 
military assistance program relates less significantly to higher 
education. 

In considering these several programs the central question which 
necessarily arises is this: In wiles ways and to what demonstrable 
extent have they affected higher education both in the United States 
and abroad ? 

At the present time, only limited answers to this question are avail- 
able. The comments which follow have been drawn from a variety 
of sources. They do not constitute an appraisal of the worth of the 
programs, but are discussed chiefly because they afford insights into 
the variety of ways in which these programs affect higher education. 
What still remain to be determined are the extent and importance of 
the effects which have been noted. 

Since they are widely distributed and cover such varied activities 
as study, research, and lecturing in colleges and universities, the inter- 
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national educational exchange grants have directly affected higher 
education both in the United States and abroad. Examples of the 
favorable effects that have been cited in some studies of the program 
are: (1) Foreign students help to interpret their national cultures to 
the American people, (2) they contribute to development of a broad- 
ened outlook among American students, (3) American faculty mem- 
bers who have studied or taught abroad have shared their acquired 
knowledge with colleagues anil students, (4) in many cases the indi- 
vidual exchanges have led to closer relationships between institutions 
in the United States and abroad, and (5) as a result of the exchange 
program many foreign institutions have developed studies of Ameri- 
can history, literature, and government. 

On the other hand, some unfortunate effects have been noted, among 
them the following: (1) In some cases foreign students have become 
alienated from their home cultures, (2) language difficulties have some- 
times caused serious emotional problems to foreign visitors to the 
United States under the program, and (3) the experiences of some 
students while in the United States have embittered them against the 
United States. 

Among effects upon higher education specifically related to ICA pro- 
grams are (1) the problems and policies basic to the ICA programs 
stimulate American colleges and universities to equip all their grad- 
uates with an appreciation of the role of the United States in world 
affairs, (2) the foreign nationals brought to the United States impose 
upon the institutions of higher education a number of special prob- 
lems, such as curricular adaptations, (3) ICA’s university-to-univer- 
sity contract system fosters interdependent relationships between 
American and foreign institutions, (4) involvement in the economic 
development of less-developed countries presents new challenges to 
American universities. 

The programs of the United States Information Agency also pro- 
mote affiliations between American and foreign universities and stimu- 
late American studies abroad. The services of the information and 
binational centers are intimately related to the curricula and activities 
of the universities. The USIA annual supply of millions of dollars 
worth of American texts markedly affects instruction in the educa- 
tional institutions of underdeveloped countries. 


B. PROGRAM DISTINCTIONS 


In order more fully to consider the relationships of the IES and 
ICA programs to higher education in general, it is important to 
observe the main difference between these programs. 

The purposes, coverage, and methods of the IES and ICA programs 
are distinguished in the authorizing legislation and in administrative 
practice. 

To summarize these differences briefly, the primary objective of the 
Smith-Mundt and Fulbright programs is to increase international 
understanding with special attention to understanding abroad of the 
United States, its culture, and its foreign policy. American grantees 
are sent abroad and foreign nationals are selected and brought to the 
United States with this objective primarily in mind. The specific 
educational or technical activities of the individuals involved are of 
secondary interest. In the ICA program, on the other hand, the 
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primary objective is to increase the specific technical competence 
abroad in connection with specific ICA-sponsored projects. United 
States technicians are selected and sent overseas and foreign nationals 
are selected and brought to the United States for this purpose. 

An extensive coordinating process has been established in an effort 
to maintain distinction between the two programs and avoid over- 
lapping, conflict, and duplication. This process begins in each coun- 
try in which the two programs operate through a joint planning and 
programing operation in which representatives of both agencies par- 
ticipate. This joint planning is further reviewed by a special joint 
staff in Washington, known as the Cultural Planning and Coordina- 
tion Staff. 

Besides being the principal authorization for the bilateral ICA 
programs, the Mutual Security Act also provides for United States 
contributions to the United Nations expanded technical assistance pro- 
gram and other multilateral programs that include international edu- 
cational activities. 

Between the bilateral and multilateral programs there is no global 
subject matter division of labor. However, United States representa- 
tives work with those of the United Nations and other international 
agencies at the country level to coordinate the activities and prevent 
overlapping or duplication. 

In many cases the bilateral and multilateral programs cooperate on 
a particular project. In other cases, the two programs operate in 
oar parts of a country or in different subfields within a major 

eld. 

By simultaneous participation in multilateral and bilateral pro- 
grams, financial support and participation can be drawn from a wide 
range of countries, a broader pool of technicians and training facilities 
can be provided, and a channel can be created to provide technical 
assistance to some of the highly sensitive new nations in fields in which 
they are reluctant to request advice and assistance from a single major 
power. 

On the other hand, the mingling of bilateral and multilaterai pro- 
grams may result in duplication or overlapping efforts as well as 
greater costs of administering the total services. 


C. EDUCATIONAL EXCHANGES 


1. Relationships to higher education in the United States 


A recent study by the United States Advisory Commission on Edu- 
cational Exchange * shows that responding university presidents be- 
lieve that the exchange program is making a significant and valuable 
impact on higher education in the United States. 

‘The university presidents indicated their belief that (1) high stand- 
ards maintained in the selection of the foreign students coming under 
United States Government auspices have resulted in awards to superior 
scholars and have provided criteria for admissions officers in regard 
to other foreign students; (2) the foreign students make important 
contributions to academic and community life, such as the interpreta- 
tion of their cultures to the American people; and (3) their presence 


1 Reported in the Commission’s 19th Semiannual Report on Educational Exchange Activi- 
ties, H. Doc. 317, 85th Cong. 
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on the campus stimulates among the student body and faculty an 
increased interest in international affairs. 

A 1957 study by the Committee on Educational Interchange Policy 
(established by the Institute of International Education) ? concluded 
that the role played by foreign students at United States colleges 
and universities is complementary to that of American students and 
that the function the foreign students perform is unique. These 
sea are developed in the committee’s report, from which the fol- 
owing excerpts have been taken.* 


Fourthly, foreign students help to broaden the outlook of American students, 
both inside and outside the classroom, and of the American community. The 
value of foreign students on campus is not always fully appreciated, in part 
because it is the byproduct of a process centered primarily around the educa- 
tional goals of the foreign students, and in part because we suffer from a certain 
myopia when it comes to our own need to learn from others. Howard Wilson, 
in his recent book on campus influences helping to increase student understand- 
ing of international affairs, stresses the importance of developing a broad world 
outlook among American students. 

= + 7 * * * = 


As Dr. Wilson points out, formal channels of learning at the university do not 
reach the vast majority of students who do not specialize in either languages or 
international relations. These students will round out their knowledge and 
understanding of other countries only if they encounter informal international 
influences on campus. One of the most important of these influences, because 
it is personal and compelling, is the foreign student. Some indication of this is 
given by a recent survey of college seniors at some 50 widely distributed educa- 
tional institutions, which was conducted by the Carnegie Endowment for Inter- 
national Peace. Students were given a choice of 20 factors which might have 
influenced their outlook on world affairs. While contact with foreign students 
was found to be less influential than the mass mediums, courses and lectures, and 
opinions of parents and friends, it was more influential than contact with other 
foreign visitors, travel outside the United States, military service, participation 
in student club activities, or contact with faculty members active in world affairs. 

A similar study carried out by the World University Service in 1955 showed 
that American students rated contact with foreign students third in importance, 
after the mass mediums and courses of study, in making them aware of interna- 
tional affairs, and a study at Pennsylvania State University showed that “making 
contact with foreign students on an individual basis” was considered second only 
in importance to the influence of mass mediums. While these surveys need to 
be supplemented by further research, they do indicate that the foreign student is 
among the more significant informal educational influences on a campus and 
that his presence has a broadening effect on his American counterparts. 


The study ends with the statement that policymaking groups in the 
educational field have recommended that colleges and universities 
increase their enrollments of foreign students in the years ahead 
despite enrollment pressure of American students. This conclusion 
is based on the significance of the contribution which students from 
other countries can make to the intellectual life of both the college 
and the community. 

Americans who have studied or participated in advanced research 
projects or have taught abroad have also contributed to the American 
educational scenes. A partial survey of catalogs of American uni- 
versities shows that many of the American faculty members directly 


2A nonprofit organization with headquarters in New York which for 39 years has becn 
engaged in assisting the international exchange of scholars. It currently administers sev- 
eral thousand jon both public and private, annually. 

* Expanding University Enrollments and the Foreign Student, a case for foreign students 


at United States colleges and universities, Committee on Educational Interchange Policy, 
New York, 1957. 
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associated with special foreign area study programs undertook ad- 
vanced research abroad under the Fulbright Act. Generally those 
who have engaged in study, research, and teaching abroad have not 
only broadened their own horizons but upon return home have shared 
their experiences and their newly acquired knowledge with their 
colleagues and students. 

The fact that special foreign area courses are being established in 
American universities in increasing numbers may be regarded as one 
of the results. 

Visiting lecturers from foreign universities have also substantially 
contributed to the enrichment of American education by bringing first- 
hand accounts to their American students of the life, history, and 
civilization of their homelands. 

In a number of cases the educational-exchange program has led to 
the development of closer relationships between higher educational 
institutions in the United States and those in other countries. For 
instance, long-range cooperation has been established as a result of 
exchanges of research scholars working together in specialized fields. 
Examples are the University of California and the University of 
Padua in Italy cooperating on research in land economics, the Uni- 
versity of Rome and Wayne State University (Detroit, Mich.) in 
projects in the social sciences, and the University of Wisconsin and the 
universities of Genoa and Padua in economic history. As a result 
of a visit to the United States of the dean of Lucknow Law School in 
India, ties have been established between that institution and Yale 
University. In Japan an exchange of legal experts has been arranged 
in order to foster greater cooperation between Japanese and American 
law schools. Some of the joint investigations carried forward by 
American research chemists and their European counterparts have 
resulted in significant contributions to the world’s accumulation of 
scientific knowledge. 

There have been areas of dissatisfaction with these programs. For- 
eign students sometimes have complained that they have not been 
able to obtain the type of education for which they came to the United 
States. They have been disappointed to find that their courses were 
not oriented toward solving the problems peculiar to their individual 
country. Some have manifested a setae inability to adjust appro- 
priately to the American educational system which they found far 
different from that in their own countries. 

A related dissatisfaction is that of the time factor. Some foreign 
students have been regretful and even resentful at not being able to 
earn an advanced degree within the one academic year usually allowed. 
Longer grants might solve this problem but in such case fewer persons 
would be able to have the exchange experience. 

A student of the programs has pointed out that: * 

Academic training in a foreign environment always poses various problems. 
Some of these are basically psychological and personal, for example, adjustment 
to a new environment and language difficulties. Persons and organizations con- 
cerned with student exchanges are becoming increasingly aware of these prob- 
lems. Others are due to differences in structure, organization, purposes, and 


cultural norms prevailing in the various educational systems throughout the 
world. These problems are particularly acute for foreign students in the United 


4Métraux, Guy S., Exchange of Persons: The Evolution of Cross-Cultural Bducation, 
1952, pp. 47-48. ; 
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States, where the system of higher education is relatively unique in comparison 
with that in Europe and Asia. Standards of performance and methods of 
teaching, as well as some general educational assumptions that are taken for 
granted in American institutions, present very serious difficulties to foreigners. 
In some cases academic requirements designed primarily for American students 
preparing for a degree may retard and handicap research conducted by foreigners 
whose principal objective is the studg of a specialized aspect of a discipline. 
For such students the language difficulties, the relative rigidity of the American 
system, and simply the fact of studying outside one’s own environment may 


prove to be frustrating unless special provisions are made to help them overcome 
their difficulties. 


Many of the difficulties encountered by foreign students stem from the fact 
that in only a few cases is cross-cultural education promoted specifically for 
scholarly purposes; other factors and other purposes are involved in contempo- 
rary exchanges of persons. However, as long as the primary motivation of 
cross-cultural education programs is to increase and implement knowledge and 
special skills, there is relatively little conflict with the functions of institutions 
of higher learning. 

The language barrier is an obstacle in the program which has posed 
many problems. Many of the foreign students have difficulty in fol- 
lowing lectures and discussions during their first months in this coun- 
try. While in most cases this difficulty is eventually overcome, it 
has sometimes resulted in a serious emotional problem when combined 
with the shock of being far from home in an unfamiliar environment. 
It has been found advisable in some cases with students coming from 
areas where English is not widely taught to award 2-year grants in- 
stead of the usual one for a period of 1 academic year. 


2. Relationships to higher education in other countries 


A large proportion of the grants to Americans under the interna- 
tional educational exchange program are awarded for activities in 
institutions of higher education abroad. As a result of the exchange 
program, the field of American studies has been dev eloped in many 
foreign universities. Thousands of students around the world are 
now learning about American history, literature, government, and the 
free enterprise system from either American lecturers or their own 
countrymen who specialized in these subjects while in the United 
States. Before this program was started, very few of such subjects 
were taught. Today, courses in American studies are offered in uni- 
versities in practic ally every western European country, and perma- 
nent chairs in this field have been established as part of the curriculums 
in many. In France, for example, chairs in American studies have 
been authorized for every university in the country. A European 
Association for American Studies has been established by European 
scholars and professors with whom American grantees have come in 
contact. 

The widespread interest in American studies has extended to other 
areas, too. In Egypt, the teaching of American literature has been 
introduced into the curriculums of three universities through the ef- 
forts of American lecturers. In India, a professor who undertook 
advanced studies at the University of California returned to head the 
Department of History at Gauhati University in Assam and to intro- 
duce the first course in American history ever to be offered in that 
institution. 

Related to American studies is the increase in the teaching of 

lish which these programs have fostered. What has been accom- 
pighed 3 in Thailand affords an illustration. In anticipation of the 
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signing of an executive agreement to conduct an exchange program in 
that country under the Fulbright Act, a survey was made in 1948 
which concluded that “the basic need here is for English so that future 
training in other fields by English-speaking teachers will be grasped 
by the students.” Furthermore, lack of familiarity with the English 
language was a basic handicap to advanced students in making use 
of reference materials in English at Thai universities. The first pro- 
gram in Thailand therefore included grants for nine American 
teachers of English. By 1953 interest in the English language had 
reached such proportions that it was impossible to meet the re- 
quests of many Thai schools for teachers of English. As a conse- 
quence, a beginning was made in 1954 to shift the emphasis away from 
the general objective of “improving the knowledge of English” at 
many levels of instruction and to concentrate on the training of Thai 
teachers of English. This shift accorded with a general policy fol- 
lowed in the exchange program to send out American linguistic ex- 
perts to establish centers of linguistic study and to introduce new 
methods of instruction so that each country could eventually develop 
its own experts, train its own teachers, and produce its own texts. 

In some countries the international educational exchange program 
has been a means of assisting in the process of reorganizing the entire 
educational system to meet present-day needs. Burma is one which 
is improving and expanding its educational system. American 
teachers and lecturers are helping to train Burmese teachers to fill 
the pressing needs of new primary and secondary schools which have 
increased in number from 80 to more than 6,000 since World War II. 
American lecturers are helping to enlarge the curriculum and to meet 
in other ways the educational needs of the University of Rangoon and 
the Mandalay Teachers’ College. A beginning has also been made 
in extending educational benefits to remote hill regions of Burma. 

In another country, Turkey, a specialist in education from the Uni- 
versity of Florida was invited to make a survey of rural schools and 
recommend improvements to the Turkish Government. Many of the 
recommendations which she made following visits to village schools, 
institutes, and normal] schools have been utilized in revising the Turk- 
ish village educational system. One of the recommendations was that 
25 Turkish leaders in rural education be sent for a year’s study at an 
American university. Through the joint financial efforts of the 
Turkish Government and the Ford and Rockefeller Foundations this 
recommendation was carried out and the effects of that experience are 
beginning to be apparent as the ideas and knowledge which these 
Turkish nationals acquired here are being put into practice. 

Although the majority of participants in the exchange program are 
actually affiliated with educational institutions as students, profes- 
sors, and research scholars, a substantial number of those in the leader 
and specialist categories also are either themselves educators or are 
in such a position that they can exert a strong influence on education 
in their home countries. For example, among the leaders and special- 
ists scheduled to arrive during the last 2 months of 1957 were the 
assistant director for higher education in the French Ministry of 
National Education: the rector of the University of Rome, who is also 
a professor of political economy; and the superintendent of education 
for Kumamoto Prefecture in Japan. 
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The Italian Minister of Public Instruction who visited the United 
States under the leader program remarked regretfully that all he had 
previously learned about America as a student was “in connection with 
an error in oe eee committed by Christopher Columbus.” Since 
returning to Italy he has been active in encouraging the development 
of American studies programs throughout his country’s educational 
system. 

’ Other’ coming here under the leader program whose influence on 
education in their homeland is direct have included the spiritual and 
educational adviser of the former King of Cambodia and the rector 
of the leading university in Vietnam. Both wanted to discuss plans 
for establishing modern educational systems in their countries. 
Among a six-man group of Latin American jurists visiting the United 
States as leaders were the professor of civil and comparative law at 
the University of Minas Gerais in Brazil and the dean of the faculty 
of law at the University of Buenos Aires in Argentina and concur- 
rently president of the Buenos Aires Bar Association. A national 
assemblyman from Korea on his return home urged that American 
professors in public administration be sent to his country to teach 
Government officials at various levels and to conduct seminars for 
ministers and vice ministers. 

Another continuing exchange activity is one that has been made 
pepo through the India wheat-loan program. It is carried on 

y the American Council on Education as a part of its contract with 
the Department of State. During the academic year 1956-57, 24 
leading Indian educators spent 4 months in the United States study- 
ing general education. During 1957-58, professors from the host 
American institutions spent 3 or more months in India at work with 
the Indian educators and other members of university faculties, 
including participation in regional conferences on general education. 
A similar program including both administrators and persons in the 
field of tests and measurements (the external examinations in India 
on the results of which the Indian student does or does not receive 
his baccalaureate degree) are included in the exchange program for 
1957-58 and 1958-59. It is anticipated that the program will con- 
tinue through 1959-60. 

An impact on higher education in other countries (as well as in the 
United States) is made through the annual conferences on American 
higher education which have been held since 1952 for certain foreign 
professors serving as visiting lecturers at colleges and universities in 
the United States under the exchange program. Financed originally 
by the Hazen Foundation, they are being continued by private foun- 
dations and public funds. These conferences are jointly sponsored 
by some university and the Conference Board of Associated Research 
Councils (the private agency which, under contract, assists in the 
administration of the program involving exchanges of university 
lecturers and research scholars). They provide opportunities for the 
interchange of ideas between foreign and American professors on 
matters of common professional interest. 

Some difficulties in implementing the exchange program not already 
pointed out are the following: 

It is becoming increasingly difficult to fill many of the requests from 
other countries for lecturers in the physical and natural sciences since 
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institutions in the United States are badly in need of their services 
and consequently reluctant to grant leaves of absence. 

Many of the grants are payable only in foreign currency. The 
American going abroad has certain continuing expenses in the United 
States such as payment of insurance premiums, education of children 
and the transportation of any dependents which the grantee wishes to 
take with him. These require the expenditure of erican dollars 
and must be largely paid by the grantee. As a result, administrators 
of the program have sometimes found it difficult to interest those very 
Americans who, because of their prestige and ability, would make the 
greatest contribution. 

Another weakness in appeal of the program to Americans who, as 
grantees, might make important accomplishments in terms of program 
objectives lies in the lack of assurance that the exchange experience 
will be adequately recognized by the home university. Evaluation 
studies have pointed up the fact that some American colleges and 
universities have not taken note of the added prestige which the senior 
category exchangees believe should be accorded them as participants 
in a program sponsored by the United States Government. More- 
over, some of the participants feel that the universities could more 
effectively utilize their experience in such ways as inviting them to 
give university lectures; appointing them as Fulbright program ad- 
visers or to serve on selection or other committees related to the 
program; or providing opportunities within the curriculum to place 
their experience at the disposal of students and the public. 

The lack of facility in foreign languages among American candi- 
dates for grants to go abroad weakens the whole exchange program. 
In the majority of countries where Americans are sent under the pro- 
gram the language of the host country is not English. While it is 
often possible for Americans to carry on educational work abroad 
without a good working knowledge of the language of the host coun- 
try, their contribution to international understanding is restricted 
because of their inability to communicate with very many people in the 
host country. Moreover, this lack of language facility makes more 
difficult the task of selecting people who might otherwise be best 
qualified to carry out needed assignments. For example, it would be 
desirable to send a number of American lecturers in the field of eco- 
nomics to Latin America but very few could lecture fluently in 
Spanish. Thus opportunities to develop a better understanding of 
American ideals and policies and the advantage of the private enter- 
prise system are restricted. 


D, TECHNICAL COOPERATION 


1. Relationship to higher education in the United States 


The programs carried out by the International Cooperation Admin- 
istration relate to and particularly call for the cooperation and assist- 
ance of the higher educational structure of the United States in several 
respects. 

Professional preparation of personnel for overseas work.—A gener- 
ation ago few graduates of American universities expected to serve 
overseas or to have jobs in this country which called for detailed and 
authoritative knowledge of conditions overseas. This situation has 
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changed drastically since the Second World War, and over 100,000 
Americans * (including business, Government, missionaries, founda- 
tions, etc.) now have full-time jobs overseas, exclusive of those in our 
military establishments. The great majority of these positions are, 
and must necessarily be, filled by university graduates. 

More specifically, ICA itself, to replace turnover staffs, each year 
must recruit over 600 technical and other personnel in various special- 
ized fields for work overseas as technical advisers in cooperating 
countries. Under an expanding technical ee program, a 
larger number of skilled persons will be needed. Ideally, such per- 
sonnel should have a combination of high technical competence and 
deep understanding of foreign cultures, including foreign-language 
skills. The need for such personnel poses new demands on American 
universities which they are only now beginning to organize to meet. 

Beyond this is the broader problem of equipping the whole group 
of graduates of United States colleges with an understanding and 
appreciation of the role of the United States in world affairs and the 
interdepedence of the United States and other nations. 

Provision of training for foreign nationals.—The foreign nationals 
brought to the United States by the ICA and other governmental and 
nongovernmental ® programs pose a special problem for American 
universities. So far, these foreign students have largely been placed 
in courses and curricula designed entirely with the needs of an Ameri- 
can student body in mind. While much of this training is also appli- 
cable and beneficial to a foreign technician, much of what is included 
is irrelevant to his concerns, and much that is relevant is not included. 
Yet, in some programs in some universities, foreign students now com- 
prise a quarter or more of the total student group. This fact has al- 
ready had great impact on many college campuses in a generalized 
sense, and it seems probable that in the future American universities 
will give more attention to the question of developing special courses 
and curricula in some cases particularly for foreign students. 

University-to-university relationships.—IC A’s university-to-univer- 
sity contract system involves American universities in direct institu- 
tional responsibility for helping to create or improve a specific sister 
institution in another country. This role imposes new and broad de- 
mands on the American university concerned. At the same time, it 
tends to enrich the American university by providing an increasing 
number of faculty members who have served overseas and who have 
returned to their campuses with broader knowledge and understand- 
ing of foreign culture and world affairs. 

Following is a summary of ICA-financed university contracts in op- 
eration, June 30, 1958.’ 


5 Cleveland, Harlan, ed., The Art of Overseasmanship, Syracuse University Press, 1957. 

*Of approximately 40,000 foreign students in the United States in 1957 only about 2,100 
were under Government programs. 

™ Limited to contracts under which a United States university or other academic institu- 
tion carries on technical cooperation activities abroad. Excluded are such contracts as 
those with the Territory of Hawaii an/i the government of Puerto Rico. 
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Number of | Numberof | Number of 
countries |United States} contracts 
universities 
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1 Column totals 65 but some universities have more than 1 contract. 


In addition to personnel serving directly on contracts, American 
universities also have some hundreds of their faculty members serv- 
ing on direct ICA appointments and a number of these return after 
limited periods to their previous university positions. 

Research challenges.—United States involvement in the economic 
development of less-developed countries around the world presents 
new research challenges to American universities. The basic problems 
of intercultural work require much research in the social sciences 
to equip the United States as a nation with the depth of knowledge 
and understanding required to do this difficult job effectively. In 
the field of physical sciences, agriculture, health, public and business 
administration, etc., much remains to be done in the way of research 
on adaptations of American technology to the problems of less- 
developed countries. 

The ICA program and similar activities call for new and imagina- 
tive action by American higher educational institutions in all of their 
major roles—teaching, extension, and research. 


2. Relationships to higher education in other countries 


The impact of the ICA program on higher education in cooperat- 
ing countries is both direct and indirect. 

The most direct impact is through the university-to-university con- 
tract system, through which ICA acts to assist foreign universities in 
creating new departments or expanding or improving their cur- 
riculums, equipment, and methods. The significance of these projects 
goes bey ond their immediate impact on the s specific foreign universities 
involved. In many cases, the ICA university contract “project repre- 
sents the first breakthrough of the whole higher educational system 
of a country from the classic concept of the role of a university as ¢ 
community of scholars, remote from the practical world, to the essen- 
tially American concept of a university as both a center of learning 
and a major center of education, extension, and research, aimed at the 
improvement of daily living. "This new approach frequently spills 
over from the particular university involved to affect the whole ap- 
proach to education in the country concerned. 

Some of the same impact of new ideas and approaches is transmitted 
outside of the university contract system by the thousands of nationals 
of cooperating countries who receive technical training in the United 
States and by the Americans who work with governmental and private 
agencies and institutions abroad as technical advisers under ICA 
auspices. 
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E. INFORMATION PROGRAMS 


Through its promotions of affiliations between American and foreign 
universities the basic program of the United States Information 
Agency has an indirect effect upon higher education in the United 
States. 

The program affects higher education in other countries primarily 
through the stimulation and support of American studies. This in- 
cludes grants for the establishing of professorial chairs, and presenta- 
tions of American civilization book collections and United States news- 
paper and magazine subscriptions. Special lecture programs and 
seminars are presented in close cooperation with institutions of higher 
learning. 

The information and binational centers are often located in univer- 
sity towns, and their services are intimately related to the curriculums 
and activities of the universities. 

The program has had an indirect effect on higher education over- 
seas through its English teaching activities, an area to which the 
Agency has recently given increased emphasis. The United States 
Advisory Commission on Information commented in its 1958 report : 

The Commission believes worldwide interest in the English language is one 
of our greatest assets. Demands for the teaching of “American English” far 
exceed the supply. 

Large numbers of scientific, technical, and educational books are 
sold under the informational media guaranty program of the USIA. 
This has provided American texts and reference works for use in 
foreign educational institutions of all levels, particularly in newly 
developing countries where books are desperately needed for education. 

In addition the surplus agricultural commodities program of the 
USIA expends $5 million annually on textbooks, many of them trans- 
lations of American works. 

While under the chairmanship of Hon. Walter F. George, the Senate 
Foreign Relations Committee reported that the program for book 
translation, publication, and distribution “is motivated by the com- 
mittee’s concern over the abundance of cheap Communist books avail- 
able in many foreign countries and the relative scarcity of American 
works.” ® 

F. OTHER ACTIVITIES 


A few examples of the effects on higher education of other inter- 
national educational programs of the United States Government are 
given below. 

Some time after they return to their own countries, a number of 
the foreign military personnel who receive instruction in the United 
States under the military assistance program, become instructors in 
institutions of higher education, where they employ and pass on to 
their colleagues instructional techniques learned in the United States. 


8S. Rept. No. 2273, 84th Cong. 
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United States Public Health Service grants and fellowships for 
United States citizens to study in certain foreign institutions have 
enabled these persons to obtain advanced specialized training needed 
for careers of academic research and teaching in American institu- 
tions of higher learning. 

The predoctoral and postdoctoral fellowship awards by the Na- 
tional Science Foundation contribute to the advancement of higher 
education in the sciences in the United States and other countries. 

Activities of the Library of Congress such as the international ex- 
change of publications, certain bibliographic services to scholars in 
other countries, and loan of books to foreign libraries under certain 
conditions, facilitate education at all levels, but particularly advanced 
scholarships in many parts of the world. 


G. EVALUATION FINDINGS AND IMPLICATIONS 


A number of evaluation studies of aspects of one or more of the 
principal international educational programs of United States Gov- 
ernment have been attempted. These have been done by the Interna- 
tional Educational Exchange Service, the International Cooperation 
Administration, the Conference Board of Associated Research Coun- 
cils, and other agencies and individuals. While these studies generally 
appear to reach favorable conclusions, it cannot be said that they are 
sufficient either in coverage or in depth to constitute an adequate 
evaluation. Nevertheless, some of the findings, given below, are 
illuminating. 

(1) Two followup studies of returned ICA participants were con- 
ducted in Iran and Egypt. They were based on interviews with 
participants in all fields who studied in the United States during the 
period from 1951 to 1956. 

Of the 284 Iranians interviewed, 89 percent indicated a favorable 
change in attitude toward the United States as a result of the training 
in the United States. Of the 132 Egyptians interviewed, 93 percent 
indicated a favorable change in attitude. 

About 65 percent of the Iranians and 50 percent of the Egyptians 
-_ oe their training in the United States was being fully or partly 
utilized. 

About 23 percent of the Iranians and many of the Egyptians felt 
that their training programs should have been longer in order to 
have been more effective. 

The Egyptian study included a number of recommendations includ- 
ing those for (a) a closer relationship between program advisers, 
professors, and technicians; (6) more consideration to opportunities 
for participants to work for degrees; (¢) more instruction to the 
participants on how to teach others and conduct training courses. 

(2) About 42 percent of the ICA primary participants who com- 
pleted United States training during the fiscal year 1957 were involved 
mm an interview at the completion of their programs under the Depart- 
ment of Agriculture. Among attitudes frequently reflected by these 
participants were: (a) A good balance between academic and prac- 
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tical in-service training resulted in a well-rounded program and (0b) 
the academic study should precede the in-service training. 

Further information concerning the findings from this evaluation 
study is given in chapter 11 dealing with the programs of the Depart- 
ment of Agriculture. 

(3) Under arrangements by the Department of State 3 groups of 
German leaders totaling 23 men and 6 women received training in 
the political science department of the University of Michigan durin 
1949 to 1951. One of the groups received training for 12 months an 
the other groups 6 months each. In an evaluation study ® of the re- 
sults, the visitors reported (among other reactions) that (a) their 
training expectations had been met or exceeded; (0) the university 
program was appreciated if flexible and voluntary, but group seminars 
were bewildering. 

One of the most important and at the same time most difficult things 
which remains to be determined is the extent of the impact of these 
hundreds of activities. It is not demonstrated yet whether the results 
are commensurate with the expenditures made. The inherent good of 
these programs has been obvious from their beginning. Most so- 
called evaluation studies affirm that fact. What they fail to do is 
develop the data for determining whether the programs are also 
worthwhile. The question, therefore, is not: “Are they worthwhile?” 
but rather, “How good are they ?” 


CHaptTer 3. INTERNATIONAL EDUCATION AND INTERNATIONAL 
UNDERSTANDING 


A. INTRODUCTION 


International education as defined in chapter 1 includes both specific 
programs of educational cooperation among nations, such as student 
and teacher exchange, and broader educational and cultural relation- 
ships across national frontiers. Implicit in this and in the many 
United States Government programs of educational and cultural 
exchange, including programs of information and technical coopera- 
tion, is the broad purpose of contributing to international under- 
standing and other, more concrete objectives of United States foreign 
policy. It is with this question of the relationship of international 
education to international understanding and foreign policy that 
this chapter deals. 

B. INTERRELATIONSHIPS 


There are three ways in which international education may con- 
ceivably serve the interests of foreign policy. These are, first that 
it may build an understanding among the peoples of the world and 
through understanding, peace. The second is that international edu- 
cation, by establishing linkages within the free world may build its 
nnity and cohesiveness and thus strengthen it against alien ideologies 
and pressures. The third is that international education may serve as 


®J. Watson and R. Lippitt, Learning Across Cultures, University of Michigan, July 1955. 
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an instrument of information, explaining American life and purposes 
and so countering the onslaughts of Communist propaganda. 

The connection between international education and world peace 
is probably the most difficult to demonstrate a priori, since there are 
also a priori arguments on the other side. 

In the first place, a distinction must be made between a government 
and its weenie This is particularly true as far as authoritarian 
states are concerned. Many recent visitors to the Soviet Union, for 
example, speak of the friendliness and even affection of Russians 
for Americans. There is no evidence, however, that this mutual under- 
standing on the personal level has any effect whatsoever on the ex- 
pansionist policies of the Kremlin. In a democracy the people can 
restrain their governments if the people are so minded. In totalitarian 
states the people have no such effective control; in fact, the converse 
is true—the governing elite controls and manipulates the people. 

Feelings of friendliness and understanding are not necessarily the 
principal sources of a nation’s foreign policy. Considerations of 

ower, ideology, and economic rivalry are probably more decisive, 

he most persistent rivalries in the world have been between close 
neighbors, countries that had the very best of opportunities for know- 
ing each other. Examples abound: Britain and France in the 100 
Years War; France and Germany in modern times. 

But these a priori arguments that question the degree to which 
international understanding contributes to world peace do not negate 
the proposition that it does. No one could deny that face-to-face 
contacts between Americans and persons from other countries often 
lead to a more complete understanding on both sides and that such 
understanding provides a basis for further communication and ac- 
commodation. Intercultural understanding, particularly of the po- 
litical realities of another nation state, may prevent one government 
from seriously miscalculating the intention and policies of another 
government and in certain circumstances may conceivably prevent a 
rash act which may precipitate war. In short, under certain cireum- 
stances international education may serve not only the legitimate 
national interest of the two nations involved but also the larger 
values of international peace and security. 

The second contribution that international education may make 
is toward greater unity and cohesiveness within the free world. Here 
the basic goals of all the different nations are similar and it is less 
likely that other considerations might overbalance the scales. It is 
difficult—even impossible—to measure just how much international 
education in general, much less a specific program, might contribute 
in this way, but it is obvious that a contribution is possible. In the 
words of the report of the international exchange program of the 
State Department for 1956: 


* * * by its persistent and cumulative impact * * * the program is help- 
ing to build a firm foundation for healthy international relationships between 
the United States and other countries—a foundation that will not only survive 
passing differences over particular issues, but enhance cooperative solutions to 
future problems. 








22 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 


The third way in which international education might contribute 
to foreign policy is probably clearest of all. This is as part of an 
information program, explaining our national life and purposes and 
countering Soviet propaganda. 

Ideas, values, and loyalties are essential ingredients in international 
politics and foreign policy. The ee of any nation must 
engage in international persuasion if it hopes to maintain or enhance 
its status, position, or power in relation to other states in the 
incessant struggle of world politics. The advantages for a govern- 
ment at war to engage in “psychological warfare” to convince its 
enemies of its might and resolution and its allies of its sincerity and 
loyalty are widely acknowledged. But the advantages of engaging 
in “psychological diplomacy” in time of relative peace are not as 
widely understood or accepted. 

The ever-present ideological factor in international politics has 
been intensified in recent decades by the rise of competing national 
political ideologies such as fascism, national socialism, and commu- 
nism. The political imperialism of the Soviet Union is supported by 
an imperial ideology which challenges the traditional values of west- 
ern civilization at every level. The bookstalls and airwaves of the 
world are alive with ideas which challenge the validity of our basic 

olitical, economic, cultural, and religious institutions. The Soviet 
Union and Red China are poisoning the international atmosphere 
with gross distortions and falsehoods about the character, values, and 
foreign policy objectives of the United States. 

In the face of this challenge the United States, especially since 
1947, has sought to build up, in concert with its allies, military and 
economic strength to deter overt attack. The Congress and the ad- 
ministration have also recognized the necessity of our Government’s 
engaging in a program of international information to correct the dis- 
torted image of the United States and to clarify our national purpose. 
It is undoubtedly the contribution that international education makes 
to this purpose that led Secretary of State John Foster Dulles to say in 
1955 that: 


Our exchange program is not a luxury in today’s world. It is, in my opinion, 
one of the most necessary components of our national security. 

The degree to which any particular program of the Government 
contributes to this purpose has not been established and very little 
investigation has been conducted toward making such an evaluation. 

It could be expected that properly designed programs in interna- 
tional education would sonititbuts significantly to increasing an under- 
standing abroad of American life and purposes and that the effective- 
ness of a particular program in this might be subject to test. It could 
also be expected that properly designed programs might contribute 
toward understanding within the Free world and that this might 
strengthen its unity and cohesiveness, though this is difficult if not 
impossible to measure. Finally, properly designed programs might 
also make a contribution toward world peace, although so many other 
more weighty factors intervene that any such Gontetouiien would be 
utterly impossible to measure. 
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C. PRELUDE TO EVALUATION OF THE PROGRAMS 


It is not the purpose of this survey to pass judgment on particular 
programs. Neither is it the purpose here to accomplish the exhaustive 
research and investigation that would be the prerequisite basis for a 
full judgment. For this purpose a far more intensive look at the 
actual operations and impact in the field would be needed. The prin- 
cipal purpose here is to gather together in one place a description of 
present United States programs as the essential first step. 


34053—59——3 








PART III. SYNOPTIC HISTORY OF INTERNATIONAL 
EDUCATION 


CHAPTER 4. ORIGIN AND DEVELOPMENTS TO 1939 


A. INTRODUCTION AND SUMMARY 


The ancient Greek universities and libraries brought together the 
wisdom and culture of many lands. Later Christianity and other 
religions promoted education across international boundaries. Like 
the ancient Greek institutions, the medieval universities were centers 
of international education. 

The movement toward an international educational organization 
was initiated by Marc-Antoine Jullien in an essay published in 1817. 
During the 19th century, international expositions, pedagogical asso- 
ciations and student federations contributed to the development of the 
international perspective in education. 

Outstanding developments in international educational relations 
between 1900 and World War IT included: 

(1) Establishment of international scholarships, such as those pro- 
vided by the will of Cecil John Rhodes, a British statesman. 

(2) The promotion of other types of educational exchanges between 
countries, such as the international circulation of intellectual works, 
fostered by the Committee on Intellectual Cooperation of the Council 
of the League of Nations. 

(3) Initiation or establishment of other important new activities, 
organizations, and institutions concerned with international educa- 
tion, such as (@) cooperative efforts by teachers and historians in 
France and Germany during the 1930’s to correct errors about these 
countries in their textbooks, (6) organization of the World Federa- 
tion of Education Associations, and (c) establishment of the Bureau 
International d’Education at Geneva. 

A number of American foundations actively promoted international 
educational relations prior to World War II, contributing large sums 
for the support of programs in this field. 

The route of United States Government participation in interna- 
tional education prior to World War II has been marked by such 
milestones as the following: 

(1) Exchange of published materials with foreign libraries begun 
by the Library of Congress in 1840. 

(2) Provision in 1867 for an international exchange of public docu- 
ments to be carried out by the Smithsonian Institution. 

(3) Congressional action in 1896 assigning the United States Office 
of Education a statutory responsibility for carrying out and publish- 
ing studies of education 1n other countries. 

(4) United States Government participation, through membership, 
in the Pan American Union’s educational programs, which began in 
1906. 
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(5) United States Government participation in provisions for ex- 
change of students and teachers under the Buenos Aires Cultural Con- 
vention adopted by assembled delegates of the American States in 1936. 

(6) Congressional authorization in 1936 for activation of a broad 
program of exchange of persons between the United States and other 
American Republics. 

The Committee on Educational Exchange Policy of the Institute 
of International Education has summarized the historic international 
travel of scholars, particularly prior to World War II, as follows: 


Throughout recorded history scholars have traveled to other countries to 
acquire and exchange knowledge by formal and informal means—the Greek 
Herodotus traveling for firsthand material for his histories to Egypt and Asia 
Minor; the Roman Tacitus visiting Germany to obtain data for a work on the 
customs and manners of the Germanic tribes; the scholars of the Middle Ages 
traveling on foot across a continent to congregate around a few great teachers; 
the young Englishmen of the 17th and 18th centuries making the circuit of the 
continent at the conclusion of their formal studies “to temper their insularity, 
to ripen and balance their minds,” lead in a direct line to the foreign students 
and researchers who today seek admission to colleges and universities in the 
United States. 

The United States as a young country followed the ancient pattern. Many 
of its scholars and would-be scholars traveled to England, to France, to Germany 
for advance studies. The renowned American universities which were founded 
as small colleges in the 17th and 18th centuries, and those which followed them 
later, drew much of their strength from men trained in Europe who brought 
back and put to use the learning acquired overseas. Europe was and is still a 
mecca for American students of art and music; it is only in recent times that 
training comparable to that offered to them in France, Italy, Austria, and Ger- 
many has been available in the United States. Until World War I study in 
Germany was almost a sine qua non for attaining top rank in the physical 
sciences, medicine, and many other fields. Americans, as indicated by the eager- 
ness with which thousands of veterans used their GI educational benefits in 
foreign universities and by the keenness of the competition for Fulbright and 
Rhodes fellowships, believe that other countries have much of learning and 
knowledge to offer them. 


B. ORIGIN 


European folk tales frequently refer to travel as a means of acquir- 
ing knowledge and experience, suggesting how deeply ingrained is the 
tradition of educational travel. Various aspects of this means of cross- 
cultural education in primitive societies have been described by cul- 
tural anthropologists. 

A search for the beginning of internationalism in education leads 
back to the ancient Greek universities, which drew teachers and stu- 
dents from any lands. Besides these institutions, the great library at 
Alexandria and the rival but lesser library at Pergamum were centers 
for scholarly study of the wisdom and culture of different peoples. 
Here were meeting grounds for the international exchange of ideas. 

According to one authority the Alexandrian Library contained 
about 700,000 volumes a century before the birth of Christ. In it the 
learning, religion, and philosophy of East and West long met under 
the patronage of the Ptolemies. Several of the Roman emperors also 
fostered education of international character. 


C. SOME DEVELOPMENTS BEFORE 1900 


In the early history of international education Christianity played 
an important role. The great commission to go unto all the world and 
spread the Gospel led to missionary teaching across all frontiers. 


GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 27 


Christianity, Buddhism, Moslemism, and other faiths have together 
motivated educational activities across international boundaries 
throughout most of the world. chur 

Like the universities of ancient Greece, the medieval universities of 
Europe were centers of international education. In spite of incessant 
wars among the European peoples, the student bodies of the medieval 
universities were multinational, and the institutions were united by 
kindred interests in a sort of federation. 

A 12th century monk of Froidmont wrote: 

The scholars are wont to roam around the world and visit all its cities, till 
much learning makes them mad; for in Paris they seek the liberal arts, in 
Orleans authors, at Salerno gallipots, at Toledo demons, and in no place decent 
manners. 

Pantagruel, the giant of Rabelais’ Gargantua and Pantagruel, visited 
no less than nine universities before completing his education. __ 

The development of the printing process by Germans of the Rhine 
Valley during the Renaissance came at a time when enthusiasm for 
knowledge had spread outside the universities. Printing made possible 
a large-scale exchange of information among the nations. 

Early in the 14th century Pierre Dubois, a French publicist, pro- 
posed in De Recuperatione Terre Sancte the establishment of inter- 
national schools, which would be supported with funds saved by the 
abolition of wars. 

As the Renaissance moved on, Montaigne (1533-92) in one of his 
essays said that educational travel abroad was permitting young 
people to bring back the characteristics of other nations and their 
manner of living, and enabling the foreign visitors to rub and file 
their wits against those of others. 

In the 17th century John Amos Comenius, a Czech bishop, urged 
the nations to create a Pansophie College for the advancement of 
mutual understanding. In 1754, DeVattel, a Swiss diplomat, called 
the exchange of teachers one of the “services to humanity” which the 
nations should render to each other. 

With the rise of national interests and eventual emerging of na- 
tional systems of education, internationalism in education declined 
in the universities, but revived in the 18th century. In his Foundations 
of Modern World Society, Linden A. Mander has said that: 

The universities for many hundreds of years have embodied this tradition, 
chat learning knows no frontiers and that truth is independent of boundaries; 
they grew up when Central and Western Europe enjoyed a unity of civilization 
based upon Greek thought, Latin literature, Roman law, the Latin tongue, and 
the Christian faith. In the 16th century the growth of national languages, the 
decline of Latin, the appearance of the modern state system, and the disruptive 
effects of the Reformation dealt heavy blows to the unity of western life. During 
the next few centuries national cultures tended to displace the common European 
outlook; their laws and educational systems, and the religious divisions, bore 
witness to the centrifugal tendencies at work. By the 18th century, however, 
the pendulum began to swing somewhat slowly toward a European cultural unity, 
and this phenomenon was due largely to the growth of toleration and the decline 
of religious persecutions; men could travel more freely on the continent. 

Mowat writes that during this century “the universities were recognized as 
centers of a knowledge which was common to all, and of methods of instruction 
Which were universally familiar.” They assisted scholars to retain a broad 


cultural outlook, and linked the various countries in a fine fellowship of learning 
(pp. 750-751). 


During the 18th and 19th centuries educational theories and practices 
became objects of sustained international attention. The work of 
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great educators, such as Rousseau and Pestalozzi, and the writings 
of Herbart, Gruntvig, and Froebel exerted internationa] influence of 
a profound nature. New methods of teaching spread across continents 
and oceans. For example, the monitorial system’ of instruction, 
which originated in India, was introduced in England and later trans- 
ported to the Americas. : 

The movement for an international educational organization was 
introduced by Marc-Antoine Jullien (1775-1848), who, in an essay 
published in 1817, proposed establishment of a special educational 
commission to collect and disseminate information on education 
throughout Europe. Within the next hundred — more than 30 
plans for some sort of international educational organization were 
advanced by persons in Europe and in America. 

During the 19th century various international movements, such as 
expositions, pedagogical associations, and student federations, con- 
tributed to the development of the international perspective in educa- 
tion. By the end of the century there was some type of international 
organization in almost every field of learning. Pedagogical organ- 
izations included the International Congress in Commercial Educa- 
tion, the International Bureau of ‘Teachers Federations, the Interna- 
tional Commission on Teaching Mathematics, the International Con- 
ference of Technical Education and a number of others. , 

The educational significance of 19th century international fairs has 
been pointed out by J. C. Faries. He observed that these fairs 
brought together the people of different nations— 
in such a way that their national egotism has been modified, their admiration 
for the skill of others has been aroused, a spirit of toleration has been promoted, 
and they have returned home to develop with greater confidence and by im- 
proved methods the resources of their own countries. 

The Crystal Palace Exhibition of London, which opened in 1851, 
was a huge success from every standpoint, and was followed by a 
succession of international exhibitions interrupted only by the onset 
of World War II. 

Education received special attention at some of the international 
expositions in Europe and the United States, and the exhibitions as a 
whole were educational. 

International student migrations, which began centuries earlier, in- 
creased in numbers during the 19th century. Many American fami- 
lies, for example, sent their sons to universities in Germany or France, 
while wealthy Japanese sent theirs to American and European insti- 
tutions of higher learning. 

However from the latter part of the 19th century down to World 
War I, the number of American students in European universities 
decreased while the number of Russian students in other countries 
increased. For example, in the academic year 1886-87, there were 
306 Americans and 387 Russians in German universities. In 1911, 
there were 1,967 Russians and 163 Americans at German universities, 
and about one-half of all foreign students at Swiss universities were 
Russian. In his treatise on Exchange of Persons published in 1952, 
Guy S. Métraux said: 


Russia was one of the first * * * countries to understand the need for scien- 
tists and technicians trained abroad. 


2 Utilizing pupils to assist in the conduct of classes. 
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Spencer Stoker has pointed out that: 


About the beginning of the 20th century the encouragement of international 
interchange of both students and professors began to be advocated as a means 
of promoting international good will. Educators advanced the ideas of educa- 
tional reciprocity as a new and significant move in international friendships, 
and in a few instances organized interest and private resources sought to facili- 
tate it. 


D. SOME AGENCIES AND PROGRAMS ORGANIZED BETWEEN 1900 AND WORLD 
WAR II 


The 20th century has witnessed great increase of activity in the 
field of international education. Educational relations among na- 
tions have grown both in variety and in scope. Outstanding pro- 


grams originating between 1900 and World War II included the 
following: 


1. The Rhodes scholarships 


Cecil John Rhodes, a British statesman who died in 1902, be- 
queathed about 2 million pounds for the foundation of perpetual 
scholarships at Oxford University to be held by students from British 
colonies, Geemuay: and the United States. The fund now supports 
about 200 scholarships, each having a value of about 400 pounds a 
year, for a term of 2 or 3 years. With respect to the scholarships for 
Americans, Rhodes expressed his desire to encourage and foster an 
appreciation of the advantages which he believed would result “from 
the union of the English-speaking people throughout the world,” and 
to encourage in the scholarship recipients an attachment to Britain 
“without withdrawing them or their sympathies from the land of 
their adoption or birth.” 

At Oxford the Rhodes scholars have been distributed among all the 
colleges of the university. 

In his book on the American Rhodes scholars Frank Aydelotte at- 
tributed to them an international point of view. Guy S. Métraux con- 
cluded that Cecil Rhodes had “established a new basis for the develop- 
ment of cross-cultural education on the academic level.” 


2. The China Foundation for the Promotion of Education and Culture 

In 1901 the United States Government claimed reparations of $25 
million from China for losses of American lives and property sus- 
tained in that country during the Boxer Rebellion. Pursuant to joint 
resolutions of Congress approved in 1908 and 1924 over $18 million 
of the indemnity was returned to China for educational uses. 


In his message to Congress on December 3, 1907, President. Theodore 
Roosevelt said that: 


This Nation should help in every practicable way in the education of the 
Chinese people so that the vast and populeus Empire of China may gradually 
adapt itself to modern conditions. One way of doing this is by promoting the 
coming of Chinese students to this country and making it attractive to them to 
take courses at our universities and higher education institutions. 


The Chinese Government placed the remitted funds in a trust, 
administered by the China Foundation for the Promotion of Educa- 
tion and Culture. Prior to the occupation of the Chinese mainland by 
Communists in 1949 the foundation financed a variety of educational 


activities in both China and the United States, including the educa- 
tion of over 3,000 Chinese in American universities. 
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8. The Association for the International Interchange of Students 


An experimental Association for the International Interchange of 
Students was formed in England in 1909. Its aim was interchange of 
British, United States, and Canadian students—including graduate 
students, lecturers and professors. Although it did not become a 


permanent agency it was a forerunner of other agencies of similar 
purpose. 


4. The Institute of International Education 


With financial assistance from the Carnegie Foundation for Inter- 
national Peace, the Institute of International Education was founded 
in 1919 as a nonprofit organization, with headquarters in New York. 
The institute appealed to American colleges and universities for 
scholarships to be offered to foreign students. At the same time, the 
institute asked the governments of other countries to offer scholar- 
ships to Americans to study in the universities of those countries. 

dne of its principal activities has continued to be the promotion of 
student exchanges. By 1939 the institute had exchanged over 5,000 
students on scholarships. 


§. The International Institute of Teachers College, Columbia 
University 

From the beginning of the 20th century, Teachers College, Columbia 
University, United States of America, began to attract students from 
other countries. Emergence of the United States as a great world 
power after World War I and admiration abroad for American serv- 
icemen as a product of American education contributed to the de- 
velopment at Columbia University of an international educational 
center. As early as in 1923, Teachers College had about 250 graduate 
students from all parts of the world. 

In that year Teachers College attained a grant of $1 million for a 
ase of 10 years from the International Education Board, founded 
xy John D. Rockefeller, Jr. With the aid of this grant, Teachers Col- 
lege established its International Institute with the following pur- 
poses: (1) to give special assistance and guidance to the increasing 
body of foreign students enrolled in the college; (2) to conduct investi- 
gations into educational conditions, movements, and tendencies in for- 
eign countries; and (3) to make the results of such investigations avail- 
able to students of education in the United States and elsewhere in 
the hope that such pooling of information would help to promote and 
advance the cause of education. 

In recounting the history of the institute, Dr. I. L. Kandel has de- 
scribed some of the influences contributing to its growth as follows: 


Foreign students have been attracted to study education in the United 
States—and at Teachers College as one of its outstanding institutions—because 
of the opportunities afforded to acquire a knowledge of the techniques in the 
various phases of the educational process. * * * Brought up in the traditional 
approaches to education, many foreign students have been attracted by the 
greater adaptability of the American system of education, by the practicability 
of both the theory and practice of American education. All have been in- 
finenced in some measure by the spirit of democracy, which for a few years 
after World War I seemed to animate the peoples, if not always the govern- 
ments, of the world. All have realized that the ideal of democracy can be 
reached only through education and that the United States has achieved much in 
democratic education from which they have much to learn. 
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6. The Committee on Intellectual Cooperation 


The advent of peace following World War I stimulated unprece- 
dented interest in international organization and in the use of educa- 
tion for the promotion of international understanding. 

In 1921 the Council of the League of Nations established a Com- 
mittee on Intellectual Cooperation. Yielding only in part to pressure 
from international educational enthusiasts, the Committee confined its 
activities mainly to the promotion of international circulation of intel- 
lectual works. 

With the help of the French Government in 1925 the Committee 
established the International Institute of Intellectual Cooperation. 
The institute campaigned especially for international cooperation in 
the use of educational cinematography. In 1928 the Committee 
founded the International Institute of Educational Cinematography, 
with headquarters in Rome. The disintegration of the League of Na- 
tions terminated the work of the Committee and its institutes. 


E. OTHER AGENCIES AND PROGRAMS ORIGINATING BEFORE WORLD WAR Il 


During the years prior to the First World War, the creation of inter- 
national agencies such as the Universal Postal Union, the International 
Court of Justice, and the International Committee of the Red Cross 
helped to create a climate of opinion very favorable to student ex- 
changes. 

Métraux has pointed out that: 

The ideological background of the war itself contributed to the develop- 
ment of exchange of students because joint action on the battlefields was ac- 
companied by the aspiration to achieve unity of purpose among the Allies, 
and by the humanitarian urge to alleviate sufferings caused by war. 

The American Council on Education was founded in 1918 to assist 
in coordinating the services that educational institutions and organi- 
zations could contribute to the United States Government during 
World War I. The interest sof the council have since included educa- 
tional problems and activities of international significance. 

A number of other developments affecting international education 
occurred before World War II. Some of these were the following: 

At the instigation of German teachers, the Weimar Constitution in- 
cluded a provision that the schools should be conducted “in the spirit 
of German national character and of international conciliation.” This 
was perhaps the first governmental recognition of the idea of educa- 
tion for international understanding. In 1922 the ministers of pub- 
lic instruction in the German States adopted a resolution for the im- 
plementation of the constitutional provision. 

In the early 1930's teachers and historians in France and Germany 
cooperatively tried to correct errors about these countries in their 
textbooks. 

During the decades between World Wars I and ITI teachers in 
France, England, and the United States tried to promote good will 
among all nations. Before World War II important contributions to 
the development of international education were made by (a) the con- 
ferences sponsored by the International Institute of Intellectual Co- 
operation, and (0) the international conferences on examinations or- 
ganized under the auspices of the Carnegie Foundation for the Ad- 
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vancement of Teaching, and other agencies. In these conferences 
educators from many nations studied common problems in the interest 
of advancing the education of all mankind. 

Besides those already mentioned, a number of other organizations 
and institutions concerned with international education came into 
existence before World War II. These included the World Federa- 
tion of Education Associations, 1923, and the Bureau International 
d’Education (Geneva, 1925). 

The World Federation of Educational Associations emerged from 
an international conference of teachers called by the National Educa- 
tion Association of the United States. Subsequent meetings were 
held at 2-year intervals in other cities throughout the world. Cramer 
and Brown have pointed out that: 


The primary objective was to discuss educational theory and practice in dif- 
ferent countries, but it was hoped that an important byproduct would be the 
promotion of peace and understanding. 

Official and private organizations in Europe alone indirectly or di- 
rectly promoting cultural and student exchanges totaled over 700 by 
1929. In that year there were over 115 groups in the United States 
involved directly or indirectly in the exchange of students and 
teachers. 

A precedent for certain United States programs carried out on a 
wide scale after World War II with other countries was initiated in 
the prewar application of capital funds of the Commission for Relief 
in Belgium ESecstional Foundation, Inc., to the fellowship for Amer- 
ican study at the Foundation Universitaire in Belgium. 

In the years between the two world wars most European countries, 
and many American and Asian countries, signed elaborate cultural 
agreements which usually provided for the interchange of students 
and teachers. 

Following World War I a new emphasis was given in some coun- 
tries to the expansion of tiiternational education, namely to promote 
national foreign policy. For example, the German Academic Ex- 
change Service (Deutscher Akademischer Austauschdienst), founded 
in 1924, was turned into an agency for the diffusion of national so- 
cialist doctrine among foreigners, especially among students holding 
fellowships in Germany. 

Numerous American foundations have been active in the field of 
international education. Among those established before World War 
IT are: 

(1) The Carnegie Corporation of New York, chartered in 1911: 
The great majority of its grants for strengthening education have 
been made to institutions and organizations in the United States, but 
it has also expended large sums for educational purposes in British 
Commonwealth areas. 

(2) The American Scandinavian Foundation, organized in 1911: 
The foundation’s main activity has been the exchange of students and 
fellows between the United States and Scandinavian countries. 

(3) The Commonwealth Fund, incorporated in 1918: The fund 
has principally supported medical education and medical research 
of international character, but has also substantially contributed to 
the Institute of International Education and the Salzburg Seminar in 
American Studies. 
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(4) The Doris Duke Foundation, incorporated in 1934: Grants 
made by the foundation for educational purposes have included as- 
sistance to Taiwan National University and member colleges of the 
Near East College Association. 

(5) The Ford Foundation, founded in 1936: It was relatively in- 
active until after World War II. Its later activities are taken into 
account in chapter 5 of this report. 

(6) The John Simon Guggenheim Memorial Foundation, estab- 
lished in 1925: Its purpose A been to “add to the educational, lit- 
erary, artistic, and scientific power of this country, and also to provide 
for the cause of better international understanding.” 

(7) The Rockefeller Foundation, incorporated in 1913: Its broad 
purpose is to “promote the well-being of mankind throughout the 
world.” It has made substantial grants for research, fellowships, 
and other activities in the field of education in many countries. 

In 1923 John D. Rockefeller, Jr., founded the International Educa- 
tion Board for “the promotion and advancement of education 
throughout the world.” In a history of its work, George W. Gray 
has said that: 

The board was established as a postwar (World War I) measure. Its purpose 
was to mitigate as far as it could be done the impoverishment of educational 
and other intellectual resources consequent upon the World War. Although 
the board continued to function until 1938, its activities were largely confined 
to the half decade 1923-28. During that brief period it rendered assistance 
to hundreds of keymen and scores of institutions in 39 countries, fostered and 
underwrote human interests over a wide territory, ranging from such erudite 
studies as mathematical theory and astrophysics to such practicalities as animal 
husbandry and a world census of agriculture, and here and there replenished 
some candles of learning that, we trust, will never be put out. 

(8) The Rotary Foundation of Rotary International, established 
in 1931: In carrying out “some great educational service to mankind,” 
its main activity has been the support of a fellowship program. 

(9) The W. K. Kellogg Foundation, incorporated in 1930: It has 
aided educational institutions in Canada, Europe, and Latin America. 


F. UNITED STATES GOVERNMENT PARTICIPATION BEFORE WORLD WAR II 


Formal participation by the United States Government in inter- 
national educational relations began in the 19th century. Following 
is a brief account of some of the more outstanding developments in 
such participation prior to World War II. 

The Library of Congress began exchanging published materials 
with foreign libraries in 1840. In 1849 the first Secretary of the 
Smithsonian Institution initiated an international exchange service 
for the purpose of distributing in foreign countries the first publica- 
tion of the Smithsonian Institution. The service was later extended 
to learned bodies, scientific, and literary societies for the transmission 
of their publications and the receipt of foreign publications. In 1867 
the Institution was charged with the responsibility of transmitting 
50 copies of all documents printed by order of Congress, said docu- 
ments to be exchanged by the Joint Committee on the Library, for 
similar works published in foreign countries, the latter to be deposited 
in the Library of Congress. At the convention of Brussels, in 1886, 
a number of leading nations agreed to set up official agencies to handle 
the exchange of governmental, scientific, and literary publications. 











34 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 


The first annual report of the first United States Commissioner of 
Education (1868) included information on education in other coun- 
tries. Since 1896 the Office has had a statutory responsibility for 
carrying out and publishing studies of education ‘abroad.? The Office 
has since carried on international educational relations attendant upon 
the preparation of reports on education in other countries, published 
as bulletins or otherwise. 

Since the early 1900's the Government of the United States has pro- 
moted the international exchange of persons for educational and other 
purposes. Such exchanges have been carried out as a part of the for- 
eign policy of the U nited States, with the objective of developing 
international underst: anding and good will. 

The United States Government has encouraged and provided for 
such exchanges of persons through (1) multinational agreements 
growing out ‘of partic ipation in international organizations or out of 
multilateral treaties and conventions, and (2) binational agreements 
developed separately between the United States and many other 
countries. 

Examples of the former originating before World War IT include 
membership in the Pan American Union (now the secretariat of the 
Organization of American States). Dating from 1902, this Organiza- 
tion has been increasingly concerned with exchange of students as a 
part of its educational program, which began in 1908. 

An early example of a binational agreement occurred in 1908, in the 
aforementioned use of indemnity funds claimed by the U nited States 
from China because of the American losses sustained in that country 
during the Boxer Rebellion. It has been pointed out that a large 
portion of the indemnity was returned by the United States Govern- 
ment to China for the education of Chinese nationals in the United 
States and for other educational purposes. 

Prior to 1900 the Armed Forces of the United States initiated a 
program, since carried on, for training some officers in foreign mili- 
tary service schools in order to increase U nited States understanding 
of foreign military operating techniques and promote friendly rela- 
tions with other countries. 

For many decades—since 1816 at West Point and 1919 at Annap- 
olis—the United States Government has continually trained a small 
number of foreigners at its service Academies, for the purpose of pre- 
paring them to become commissioned officers of their own Armed 
Forces and to maintain liaison with other countries. 

United States Government funds were used for educational ex- 
change with Belguim following the end of the First World War. 
Unexpended funds of the Belgium War Relief Commission were 
used to establish the Belgian-American Foundation. Under its aus- 
pices a steady exchange of students has since been carried on. 

In the Convention for the Promotion of Inter-American Cultural 
Relations signed at Buenos Aires in 1936, the United States Govern- 
ment made a significant commitment in the field of international 
education. Multilateral exchanges of students and teachers have been 
successfully carried on under this convention, which grew out of the 
good neighbor policy of President Franklin D. Roosevelt. 


229 Stat. 140, 171. 
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In August 1937 * the Congress of the United States gave statutory 
authority for a broad program of exchange of persons between the 
United States and other American Republics, authorizing the Presi- 
dent to carry out the provisions of the 1936 convention. The Congress 
had previously authorized the temporary detail of United States 
Government specialists to the governments of certain other countries.‘ 

At the instance of President Franklin D. Roosevelt the Interdepart- 
mental Committee on Scientific and Cultural Cooperation was estab- 
lished in 1938, as an instrument of the United States Government to 
undertake a cooperative program for the development. of scientific 
and technical relations with the other American Republics. Also in 
1938 the United States Department of State created a Division of 
Cultural Relations which broadened and intensified the Depart- 
ment’s international educational activities. 


Cuapter 5. DevELOPMENTS SINCE 1939 


A. INTRODUCTION AND SUMMARY 


This chapter briefly reviews some of the developments in inter- 
national education since 1939. It highlights the history of United 
States Government programs but does not dwell upon them, since part 
LV, the survey of these programs, includes historical considerations. 

This chapter considers somewhat more fully other aspects of inter- 
national dacdtion; including (1) the history of programs of inter- 
national educational agencies in which the United States has 
participated, (2) postwar reeducation and educational reconstruction 
in the countries defeated in World War II, and (8) the history of 
American nongovernmental programs. 

The history of international education during and since World 
War II, as summarized in this chapter, shows a growing belief in 
the potentialities of education as an important instrument for the 
promotion of international understanding and cooperation. 

From their recent study of education and international under- 
standing as a phase of contemporary education, John F. Cramer 
and George S. Browne concluded that: 

No one should minimize the importance of patriotism and pride in an 
individual country. Both are influences to be fostered in the schools of a nation. 
But in the past an overemphasis on military triumphs has tended to encourage 
a blatant nationalism which can lead to disaster. Only in comparatively recent 
times have the schools introduced texts which deal with the social development 
of ordinary people, which give some attention to the heroes of science, medi- 
cine, and industrial welfare. 

The situation today is a far cry from the days when education was restricted 
to the privileged class in any country. Education is developing as a vast system 
of social services and enlightenment for all within the boundaries of a nation. 
Now it seeks to become an instrument of international understanding and 
friendliness, to aid in finding a cooperative adjustment between pride in one’s 
own country and the feeling of friendliness for the citizens of others. At least 
it can be said that an attempt to accomplish this is seriously being made. 


* Public Law 355, 76th Cong. 
*Public Law 63, 76th Cong. 
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The history of international educational relations since 1939 has in- 
cluded such developments as the following: 

(1) expansion of educational exchange, technical cooperation 
a other programs of the United States Government in this 

eld; 

(2) establishment of the United Nations Educational, Scien- 
tific and Cultural Organization (UNESCO) and other agencies 
of the United Nations having educational functions; 

(3) international cooperation in reeducation and educational 
reconstruction in Germany, Austria, Japan, and Korea after 
World War I; 

(4) increased activities of American educational institutions, 
foundations, religious organizations and other nongovernmental 
agencies in international education. 

Altogether since 1939 private foundations and religious and Gov- 
ernment organizations have greatly broadened the scope of interna- 
tional education. 

In the United States, the Fulbright program, the Smith-Mundt pro- 
gram, the United States Information Agency programs, and the Point 
4 technical assistance programs have formed the basis of many private 
and semiprivate activities in this field. 

The programs of educational exchange administered by the United 
States Department of State have developed under several acts of 
Congress, principally the Fulbright Act of 1946 and the Smith- 
Mundt Act of 1948. The technical assistance programs have likewise 
implemented several acts, particularly the Foreign Assistance Act of 
1950, which gave statutory authority to President Truman’s Point 4 
program. Besides the Department of State a number of other de- 
asin ve and independent agencies of the United States Government 

ave developed programs of international educational cooperation. 

Since 1939 the United States has participated in the support of a 
number of educational programs of international governmental 
agencies. 

After World War II the United States cooperated with the de- 
feated nations and with other countries in the reconstruction of the 
educational systems of the war-devastated countries and in the re- 
education of the freed peoples in the ways of democracy. 

American nongovernmental international educational programs 
largely developed since 1939 have included those of numerous educa- 
tional institutions, foundations, religious bodies, professional and 
service organizations and business and industrial concerns. 

Many other activities, such as revision of textbooks to promote 
international understanding, and establishment of new schools for the 
study of international relations, have entered into the history of inter- 
national education within recent years. 

In the introduction to the Educational Yearbook of the Interna- 
tional Institute of Teachers College, Columbia University, Dr. I. L. 
Kandel wrote in 1944: 


What the world needs * * * is a change of spirit and a readiness to put for- 
ward the same efforts and to make the same sacrifices for the constructive but 
less spectacular daily tasks of peace as for the waging of destructive wars. The 
cost of 1 week’s expenditure for war purposes would not be too much to devote 
to education as the price of security and peace. 
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Action by the Congress and by the President of the United States 
and other events in the history of international education within the 
years since Dr. Kandel made that statement indicate a growing belief 
that education can be used effectively as an instrument for the promo- 
tion of international understanding and the maintenance of peace. 
This old and persistent dream of educators in many parts of the world 
has been taken up as an instrument of foreign policy by many nations. 


B. UNITED STATES GOVERN MENT PROGRAMS 


The history of educational exchange and other international educa- 
tional programs of the United States Government since 1939 can be 


traced through a number of acts of Congress and Executive orders of 
the President. 


1. Educational exchange 


An Executive order by President Franklin D. Roosevelt dated July 
2, 1942, prescribed regulations governing the administration of the 
program of international educational exchange authorized by earlier 
congressional action. Subsequent laws have enlarged the scope of 
this program, which has functioned as an integral and important part 
of United States foreign policy. 

On August 1, 1946, President Truman signed the “Fulbright Act” ® 
which amended the Surplus Property Act of 1944 so that some of the 
currencies and credits of other countries acquired by the United States 
through the sale of surplus property abroad might be used for educa- 
tional activities. The act established a Board of Foreign Schlarships 
to select persons to receive scholarship awards and supervise the edu- 
cational activities undertaken. 

The United States Informational and Educational Exchange Act 
of 1948 * often called the Smith-Mundt Act, authorized a worldwide 
program of broad purposes. The act was passed to— 
enable the Government of the United States to promote a better understanding 


of the United States in other countries, and to increase mutual understanding 
between the people of the United States and the people of other countries. 


The act provided for— 


an educational service to cooperate with other nations in (@) the interchange 
of persons, knowledge and skills; (0) the rendering of technical and other 
services, and (c) the interchange of developments in the field of education, the 
arts, and sciences. 

Several other acts of Congress since World War IT have provided 
for educational exchanges. For example the Finnish Exchange Act‘ 
provided that part of the annual payment on Finland’s World War I 
debt to the United States might be used for educational exchanges 
between the two companies. Another example is the India Emergency 
Food Aid Act of 1951° which authorized educational exchanges be- 
tween the United States and India, financed from sums payable by 
the Government of India to the United States as interest on emergency 
food loans. 


® Public Law 584, 79th Cong. 
® Public Law 402, 80th Cong. 
7™Public Law 265, 81st Cong. 
® Public Law 48, 82d Cong. 
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The international educational exchange programs of the United 
States have grown out of faith in the American way of life and con- 
viction that exchanging persons and ideas with other free nations will 
lead to mutual understanding and respect. 


2. Technical assistance 


The Foreign Assistance Act ® of 1948 created the Economic Coopera- 
tion Administration (ECA) as an agency of the United States Gov- 
ernment to administer the European recovery program. The ECA 
developed a number of training activities pursuant to its authority 
and responsibilities under the act. 

In his inaugural address of 1949 President Truman set forth a plan 
which became widely known as the Point 4 program of the United 
States. The President said in part: 


The United States is preeminent among nations in the development of industrial 
and scientific techniques. The material resources which we can afford to use 
for the assistance of other peoples are limited. But our imponderable resources 
in technical knowledge are constantly growing and are inexhaustible. 

I believe that we should make available to peace-loving peoples the benefits of 
our store of technical knowledge in order to help them realize their aspirations 


for a better life. * * * 

In the act for international development (title 4 of the Foreign 
Economic Assistance Act of 1950—Public Law 535, 81st Cong.) Con- 
gress provided the legal basis for implementing President eaneen’s 
Point 4 program. 

The Mutual Security Administration established by Congress in 
1951 (Public Law 165, 82d Cong.) absorbed the functions of the Eco- 
nomic Cooperation Administration. 

The President’s Reorganization Plan No. 7 (H. Doc. No. 156, 83d 
Cong.) which became effe-tive on August 1, 1953, created the Foreign 
Operations Administration. It brought together in a single organi- 
zation foreign assistance and related economic operations formerly 
distributed among several agencies. 

Executive Order 10610 of May 9, 1955, established the International 
Cooperation Administration as a semiautonomous agency in the De- 
partment of State, and transferred to this new agency functions 
formerly administered by the FOA. 

Education has been an essential ingredient of the programs ad- 
ministered by these agencies in that the basic purpose of technical 
assistance has been to provide technical training and know-how. The 
ultimate purpose has been to help nations friendly to the United States 
to develop skills and techniques to solve their problems through their 
own efforts and with their own personnel. 

The technical assistance programs have yearly provided a variety 
of training opportunities in the United States and abroad for thou- 
sands of persons. 


3. Other programs of the United States Government 


Among a number of United States Government agencies which have 
developed programs of international educational significance since 
1939 are, for example, the United States Information Agency and the 
Atomic Energy Commission. 


* Sec. 104, 62 Stat. 138. 
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The President’s Reorganization Plan No. 8 of July 1, 1953 (H. Doc. 
156, 88d Cong.) placed the Government’s information programs in 
an independent agency. Upon the advice of the National Security 
Council the President on October 22, 1953, gave to the United States 
Information Agency a statement of mission, including certain activi- 
ties of educational nature. Under this author ity the USLA developed 
programs such as: 

(1) Assistance to higher education in other countries provided 
through the information and binational centers, in such forms 
as library services, exhibits, lectures, and guidance to students. 

(2) Press services in the field of education, rendered thorough 
the distribution of pamphlets, magazine reprints, et cetera, in a 
number of languages and dialects. 

(3) “Voice “of America” broadcasts, often devoted to educa- 
tional matters. 

(4) Overseas distribution of motion pictures—many dealing 
with American education. 

(5) Promotion of informational relationships between Ameri- 

can and foreign educational institutions. 

The Atomic Ener gy Commission has developed several training 
programs available to foreign nationals. These include operation of 
an International School of Nuclear Science and Engineering at the 
Argonne National Laboratory, and radioisotope courses offered at the 
Oak Ridge Institute of Nuclear Studies. 

The programs developed by a number of other agencies will be de- 
scribed later in this report. 


C. PROGRAMS OF INTERNATIONAL GOVERNMENTAL AGENCIES IN WHICH THE 
UNITED STATES HAS PARTICIPATED 


Besides developing programs of its own in the field of international 
education the United States Government has participated since 1939 
in programs of international governmental agencies in this field. 
These have included activities of the United Nations Educational 
Scientific and Cultural Organization and other agencies of the United 
Nations, and programs of the Organization of American States. 


1. The United Nations Educational, Scientific, and Cultural Organi- 
zation (UNESCO) 

As a means of developing friendly relations among nations based 
on respect for the principle of equal rights and self-determination of 
peoples, the United Nations agreed in the charter to promote “inter- 
national cultural and educational cooperation,” 

During the period from November 1 to November 16, 1945, dele- 
gates from the United States and 43 other countries, meeting in Lon- 
don, drafted a permanent constitution for the United Nations Educa- 
tional, Scientific, and Cultural Organization. 

The preamble of the UNESCO constitution warned that the peace 
will fail unless it is founded “upon the intellectual and moral solidarity 
of mankind.” The constitution provided for detailed activities of the 
organization in fulfilling the general functions of (a) collaborating 
in the advancement of mutual understanding among peoples, (5) giv- 
ing fresh impulse to popular education and to the : spread of culture, 
and (c) maintaining, increasing, and diffusing knowledge. 

34053—59 4 








40 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 


The opening session of UNESCO was held in Paris, beginning é 
November 22, 1946. Archibald MacLeish, of the American delega- in 
tion, chairman of the program committee, outlined the following del 
program priorities: (a) dissemination of knowledge through educa- int 
tion and mass mediums; (0) revision of textbooks and related teaching ex 
materials; (c) study of the possibilities for a worldwide radio net- 
work in cooperation with the United Nations; and (d) removal of the St 
barriers to a free flow of information. cle 

The activities of UNESCO have grown in scope and significance. cor 
Meeting biennially, the general conference of the organization deter- ali 
mines its policies and main lines of work. id 
2. Other agencies and programs of the United Nations tic 

In 1950 the United Nations placed in operation an expanded pro- os 

ram of technical assistance for economic development. The United el 

tates has contributed a large share of the financial support for this sic 
program, which has provided technical assistance to many countries we 
in various forms. ‘These have included advisory services of technical 
experts, award of scholarships and training grants, and limited sup- su 


phes of training equipment. 

Following the cessation of hostilities in Korea, the United Nations P 
Korean Reconstruction Agency undertook a number of projects for 
the rehabilitation of education in that country. 

3. The Organization of American States = 

Within the period covered by this review the Organization of Ameri- 
can States has initiated several international educational programs and 
extended its educational interchange services. 

In 1948 the OAS began administering the Leo S. Rowe Pan Ameri- 
can Fund. It has made available interest-free loans to Latin Ameri- 
can students to enable them to complete courses of study at institutions 
of higher education in the United States. 

In 1950 the OAS established an Educational Interchange Section 
as a specialized unit to carry out the educational interchange services 
of the Pan American Union. 

A resolution of the First Extraordinary Meeting of the Inter-Ameri- 
can Economic and Social Council, approved April 10, 1950, launched 
ae program of technical cooperation of the Organization of American 

tates. 

On December 22, 1952, a fellowship program of study of the OAS 
was established by a decision of the Council of the Organization. 
The purpose has been to provide government officials of the member 
states a firsthand acquaintance with the functioning of the Organiza- 
tion. 

A resolution of the Council of the OAS approved November 29, 
1957, established a program of fellowships for advanced study in 
specialized fields of particular interest to the member states. 
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D. REEDUCATION AND EDUCATIONAL RECONSTRUCTION 


Two major problems in international educational relations emerged 
from World War II, namely, the reconstruction of the educational 
systems of the war-devastated countries, and the reeducation of the 
defeated nations in the ways of democracy. 
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The educational reconstruction and reeducation policies carried out 
in the axis countries recognized that their reorientation toward a 
democratic way of life was primarily an educational task requiring 
international cooperation. The carrying out of this task was an 
extraordinary experience in international education. 

Before the close of the war, interested agencies of the United 
States and certain allied nations had cooperated in formulating poli- 
cies for reeducation and educational reconstruction in the defeated 
countries. The plans called for the suppression of extreme nation- 
alistic teaching and the encouragement of instruction in democratic 
ideals. 

In 1946 the Commission for International Educational Reconstruc- 
tion was established. It had grown out of a series of conferences 
called by the American Council on Education to consider the critical 
educational problems in the war-devastated countries. ‘The Commis- 
sion undertook the task of stimulating and coordinating American 
voluntary efforts to aid education in these countries. 

In the meantime the Allied Military Government had assumed 
supervisory and advisory functions in the field of education. In an 
address on November 23, 1946, United States Secretary of War Robert 
P. Patterson said : 


The militarism, Nazism and extreme nationalism responsible for World War 
II cannot be rooted out merely by destroying armed forces and imposing limits 
on industrial capacity. We have underway a program of reeducation of our 
former enemies. We have no illusions about the difficulty of changing the 
minds and hearts of the Germans and Japanese. But progress has been made. 

Later, Allied reeducational policy placed increasing responsibility 
for the revival and reform of the educational systems im the occupied 
areas upon the native educators themselves. The peoples of the 
occupied countries had been cut off from the week outside their 
boundaries for a decade or longer. They had no detailed knowledge 
of recent developments in the educational world in general. To 
acquaint these peoples with other ways of thinking and doing was 
of the greatest importance. Although ultimately the choice among 
different ideas and procedures had to be made by these peoples them- 
selves, educational guidance from other countries became helpful in 
clarifying the issues. 

A short account of the process of international cooperation in re- 
education and educational reconstruction in several occupied areas 
after World War II follows: 


1. Germany 


Here the very facts of (1) quadripartite control of Germany, (2) 
the responsibilities given to the Laender governments, and (3) the 
formation of new German administrative units brought about a cer- 
tain practical observation and experience of democratic action. Both 
the short-range policies for the immediate postinvasion period and the 
long-range policies following the Allied objectives as asserted in the 
Potsdam Declaration assigned to education a most important role. 

Occupation of German communities by United States troops was 
followed at once by the closing of all educational institutions and the 
suspension of all organized youth activities. This was done in order to 
permit a thorough and orderly screening and denazification of teaching 
staffs, textbooks and curriculums, and of local youth group leaders. 
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A directive of the commander in chief of the United States occupa- 
tion forces made provision for the gradual reopening of German 
schools and for the establishment of an “affirmative program of re- 
orientation * * * designed completely to eliminate Nazi and militar- 
istic doctrines and to encourage the development of democratic ideas.” 
The reform of German education was left to the Germans subject to 
the encouragement, supervision, and approval of the directors of land 
offices of the military government through their education officers, 
and with the final approval of the Office of Military Government for 
all major policy decisions. 

The gradual reopening of educational institutions between October 
1945 and October 1946 permitted the enrollment of 97 percent of all 
children of age 6 to 14 years in the United States Zone, but attendance 
for many was at first limited to part time. This period saw the re- 
opening of 6 universities, 23 theological schools, and 11 other institu- 
tions of higher education. The elimination of politically unsuitable 
teachers was effected by a thorough screening of all staffs. 

Under the terms of the denazification policy, an average of approxi- 
mately 65 percent of the Saleen cad teachers were dismissed. 
In many districts the figure was as high as 80 percent. For secondary 
schools only two-thirds of the staffs necessary for normal operations 
were available after denazification. The serious teacher shortage re- 
sulting from the elimination of undesirable teachers was met by : 
series of emergency measures such as the widespread use of pupil 
attendance at school on alternate days, and the employment of auxil- 
lary teachers. Nevertheless, the average pupil-teacher ratio remained 
unsoundly high. By December 1946, 42 teacher-training institutions 
had been opened, with an enrollment of 6,500. 

Since it was realized even before the beginning of military govern- 
ment in Germany that a large proportion of the textbooks then in use 
in the schools would have to be eliminated after the overthrow of the 
Hitler regime, so-called emergency textbooks were prepared based on 
texts of the pre-Hitler period. By October 1945 more than 5 million 
copies of these texts had been distributed throughout the United States 
Zone. Whatever textbooks German school authorities wanted to use 
besides the emergency reprints had to be submitted to the military 
government for approval. One year after the reopening of the schools 
the number of suitable texts was still critically inadequate. 

With the encouragement of the military government and often 
with the active participation of its personnel and of the United States 
forces stationed in Germany, emphasis was laid on the development of 
civic responsibility, social consciousness, and spontaneous response on 
the part of the students. Forum discussions, debating clubs, and the 
like were conducted at the universities by numerous adult education 
institutions and in connection with the general program of assistance 
lent by the United States Army to legally constituted Germany youth 
groups. Special educational hours of the main German radio stations 
endeavored to stimulate similar activities. 

Preceding the resumption of normal cultural relations between 
Germany and other countries, the military government sponsored 
arrangements to obtain the services of foreign educators to supple- 
ment the limited faculties in German universities. Students from 
Switzerland and France participated in discussion groups organized 
among German students. At the University of Marburg an interna- 
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tional week gave to German educators and students the opportunity 
of discussing with their counterparts from other countries problems 
of educational reconstruction as well as other questions of mutual 
concern. 

In November 1946, the rectors of all German universities in the 
American, British, and French Zones held a conference at Heidelberg. 
In December Russian educational representatives visited.German uni- 
versities in the American Zone and in January American representa- 
tives visited universities in the Russian Zone. 

Measures that contributed importantly to an understanding of the 
American way of life included: (1) the activities of the information 
control division of the military government in setting up examples 
and standards of democratic practice for German information media; 
(2) the newspapers and periodicals issued directly by the military 
government; (3) the programs of the Voice of America and the 
United States controlled German radio stations; (4) the use of United 
States information centers; (5) procurement by the United States 
Government of translation rights to outstanding American works 
for German publications; (6) a documentary-film program; and (7) 
a program of sending American experts to confer with their German 
peers in various fields. 


2. Austria 


The educational problems in Austria after its liberation were sub- 
stantially the same as in Germany. During the first school year after 
the liberation the United States Commissioner participated on a 
quadripartite basis in the examination and approval of textbooks; 
the examination and approval of school curricula for lower, middle, 
and secondary schools throughout Austria; the examination of the 
political backgrounds of professors in all institutions of higher learn- 
ing in Vienna and the recommendation of appropriate action to the 
agencies for denazification. 

In order to mitigate the shortage of suitable textbooks, the United 
States element of the Allied Commission for Austria made available 
surplus textbooks and manuals formerly used in the United States 
Army information and education program. As in Germany these 
books were used as text or reference books at all levels of Austrian 
schools and also as guides in the writing and production of new 
Austrian textbooks. 

All institutions for the training of teachers were inspected and were 
advised on professional problems as well as on emergency measures 
to meet the current need for teachers such as resulted from the de- 
nazification measures. Youth organizations were investigated and 

olicies and instructions for their control and supervision were 
instituted. 

During the first year after liberation nearly all of the children of 
elementary school age in the United States Zone were in school; 
approximately 80 percent of the youths who would normally have 
attended secondary schools were actually attending classes. All insti- 
tutions of higher learning were in operation with the highest enroll- 
ment in more than 10 years. Adult education was carried out ex- 
tensively. Particular emphasis was given to study of the social 
sciences. 
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3. Japan and Korea 


From October to December 1945, four fundamental directives were 
issued by the General Headquarters of the Supreme Commander for 
the Allied Powers to the Imperial Japanese Government on the basic 
educational policies and objectives of the occupation. These served 
as a charter for the Japanese Ministry of Education and individual 
educational institutions in their programs of reform. The directives 

rovided for the screening of teachers, forbade the dissemination of 

Shinto doctrines in publicly supported educational institutions and 
ordered the suspension of certain courses which were used for the 
dissemination of militaristic and ultranationalistic ideologies. 

As early as in September 1945, all Japanese schools were opened and 
school officials were instructed to resume normal instruction. From 
the outset individual teachers were made personally responsible for 
complete compliance with the policies as stated in the four directives 
and measures were taken to insure that teachers and officials were 
familiar with the contents of all directives in the educational field. 
Moreover, in May 1946, committees for the screening of all educational 
personnel were set up throughout Japan. 

Teachers’ meetings throughout the country were utilined to retrain 
teachers for their new responsibilities. Teachers participated in the 
reconstruction of Japanese education through study of problems 
within their schoolrooms. 

The use of Japanese wartime textbooks with deletions was at first 
ermitted as an emergency measure at the start of the occupation; 
ut after August 1946 they were replaced by stopgap texts approved 

by the Supreme Commander for the Allied Powers. 

In March 1946 a United States education mission, composed of 27 
high-level educators, visited Japan, studied the situation and sub- 
mitted a 70- -page report. The report, which endorsed the measures 
taken by the Army’s Civil Information and Education Division, 
stressed the necessity of decentralizing the Japanese educational sys- 
tem, in order that teachers might be freed to develop professionally 
under guidance, without regimentation. 

In Korea, from the beginning of the occupation, the educational 
section of the United States military government was in control of the 
administration of the Bureau of Education of the Korean Government 
and was acting in an advisory role on all matters concerning the 
democratization of the Korean educational system. In the fall of 1945 
a Korean was appointed Director of Education, with a United States 
military government officer as his deputy. 

In spite of a serious shortage of teachers and textbooks Korean 
schools began to reopen shortly: after the liberation of the country. 
The textbook shortage was alleviated by the writing of new texts, 
among others a Primer on Democracy, and by the activities of a bureau 
of textbooks, organized in the Department of Education. United 
States Army education books and general texts secured from the 
United States were widely used as reference materials by the Korean 
textbook authors. 

For more than 2 months during the summer of 1946 an education 
mission composed of Korean educators visited various educational 
institutions in the United States in order to acuire primary informa- 
tion of the latest techniques in education and science. The report 
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of the mission proved very helpful in the formulation of plans for 
reform. 
E. AMERICAN NONGOVERNMENTAL PROGRAMS 


Since 1939 a number of educational institutions, foundations, re- 
ligious organizations and other nongovernmental agencies have en- 
larged some of their earlier programs and initiated new ones in the 
field of international education. Some new foundations and other 
nongovernmental agencies have become active in this field. 

Activities of private organizations have implemented the Govern- 
ment’s educational exchange policy by providing schools and universi- 
ties, books and libraries, welfare services, hospitals, and thousands 
of well-trained American personnel for humanitarian, scientific, and 
academic services abroad. These things, symbols of the American 
way of life, have helped other nations to understand America. 

The expenditures by private organizations have stimulated the in- 
troduction of up-to-date information and effectively trained personnel 
in the fields of technology, medicine, the arts, education, and other 
social sciences. This has been particularly true in such fields as public 
health, nutrition, agriculture, and education. 

Of the more than 2,000 United States private organizations, hun- 
dreds have been sending materials and information abroad, exchangin 
persons, and carrying on other types of projects important to the task 
of promoting international understanding. 

1. Educational institutions 


In his study of American Cooperation with Higher Education 
Abroad, Paul S. Bodenman has pointed out that : 

Although the establishment of (educational) centers in other countries by 
United States institutions has been rare, colleges and universities of the United 
States have in many other ways, promoted higher education throughout the 
world, provided study opportunities for increasing numbers of students, extended 
the frontiers of knowledge, and expanded opportunities in the United States for 
the extensive and thorough study of other nations and cultures. 

As the Government programs in international education have grown, 
so have activities of the colleges and universities in relation to and 
in cooperation with these programs. An example is the university 
contracts program of the International Cooperation Administration. 

Besides assigning staff members to specific contract programs in the 
United States and abroad, the institutions have made a large number 
of specialists available to the Government, to nongovernmental organi- 
zations in the United States, and to institutions and organizations 
abroad. 

In June 1956 the Institute of International Education reported that 
in the preceding academic year over 1,200 faculty members of United 
States institutions served in other countries on educational assign- 
ments, and 782 foreign professors, lecturers, and research scholars 
served on college faculties in the United States. 


2. Foundations 


American foundations have played an increasingly important role 
in the educational relations of the United States with foreign countries. 
The foundations have administered large funds and often have set the 
pattern for the programs of other private organizations. Following 
are some examples of foundations which have become active in this 
field since 1939 (the period covered by this chapter). 
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The Viking Fund, Inc., was created in 1941. In 1951 the name was 
changed to Wenner-Gren Foundation for Anthropological Research, 
Inc. It has granted fellowships for study, research, the preparation of 
publications, and travel, and has sponsored seminars and other inter- 
national educational activities. 

In 1950 the Ford Foundation embarked upon a huge national and 
international program for the advancement of education in general 
and education for democracy in particular, for increasing interna- 
tional understanding, and for other purposes. Its fellowship grants 
have provided opportunities for American scholars to study in all 
parts of the world. The foundation has developed specific educational 
programs in India, Burma, and other countries. 

When it became apparent in 1950 that the work it was supporting 
in China would become impossible under the Communist regime, the 
China Medical Board of New York, Inc., turned its attention to other 
parts of southeast Asia. The board has since aided medical and nurs- 
ing schools in Hong Kong, Korea, the Philippines, and elsewhere. 

The Asia Foundation was or ganized under its present name in 1954. 
It has worked for the advancement of education in a number of Asian 
countries. 

The American-Korean Foundation was established in 1952. It has 
given assistance to a number of Korean educational institutions. 

3. Religious organizations 

Although practically throughout their history American religious 
organizations have been active in other countries, since World War II 
the significance of their activities has grown in relation to the goals 
of international education. American Jewish organizations have 
joined the Christian churches in the development of educational facil- 
ities abroad. 

Within recent years there has been a tendency among Protestant 
churches in the United States to unite their missionary efforts. Thus 
they have sought a more effective use of personnel and funds for the 
achievement of common goals. 

However, the work of the churches has involved much more than 
ordinary missionary activities. While endeavoring to spread Chris- 
tianity in non-Christian countries, both Protestant and Catholic 
churches have been active in the establishment of schools, colleges, hos- 
pitals, and other centers that have contributed to the advancement of 
education. 

A statistical survey of the Protestant missionary enterprise made 
by the World Dominion movement in 1952 found that it included for- 
eign operation of 36,359 elementary schools with 2,664,800 pupils: 
3,047 secondary schools with 305,808 students; and 317 colleges and 
professional schools with 44,160 students. 

According to data compiled by the mission secretariat of the Roman 
Catholic Church in the United States, the following educational insti- 
tutions are administered by American Catholic missionaries abroad: 
29 technical schools with 6,020 pupils; 3 8 elementary schools with 
80,840 pupils; 110 high schools with 35,570 pupils; 45 teacher-training 
institutions with 3,200 pupils; and 41 colleges with 11,000 students. 

On the basis of a survey of United States private technical assist- 
ance, the Committee on Foreign Affairs of the House of Representa- 
tives reported in 1954 that the expenditures for participation of 
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Catholic and Protestant missions and the United Jewish Appeal in 
technical assistance type projects in other countries were as follows: 
Catholic missions, $46,251,074; Protestant missions, $37,015,030; 
United Jewish Appeal, $36,915,091; total, $120,181,195. Although a 
portion of such expenditures was for educational projects, it is not 
known how much head be considered to have been spent for inter- 
national education. 

Paul S. Bodenman has pointed out that: 

The aggregate overseas expenditures of American religious organizations for 


assistance to local populations are exceeded only by the appropriations of the 
United States Government for technical assistance abroad. 


4. Other nongovernmental agencies and programs 


A number of other American nongovernmental organizations now 
active in the field of international education have come into existence 
or have initiated or expanded activities in this field since 1939. These 
have included professional and service organizations and business and 
industrial concerns. Among the former are the American Council 
of Learned Societies, Inc., several commissions and committees of the 
American Council on Education; the American Library Association ; 
the American Universities Field Staff; the Conference Re of Asso- 
ciated Research Councils; the Institute of International Education; 
the National Academy of Sciences; the National Education Associa- 
tion; the Social Science Research Council, and the United Book 
Exchange, Inc. 

The following are some examples of relevant activities by the Amer- 
ican Council on Education since 1939: 

(1) Area-related projects—such as the work of the Canada- 
United States Committee on Education, which was founded in 
1941 to improve knowledge and understanding of each country 
in the other by means of studies, speaker exchange, and other 
methods. 

(2) Council activities designed to emphasize the importance of 
education and cultural relations in securing world peace—such as 
continual urging of Congress to increase support of cultural rela- 
tions programs, with particular emphasis upon exchange of per- 
sons programs, and the United Nations Educational Scientific 
and Cultural Organization. 

(3) Council Government-contract servicing activities—such as 
the Washington International Center established in 1951 under 
contract with the Department of State to provide orientation to 
American life for foreign leaders, specialists, and technicians com- 
ing to the United States under auspices of the International Edu- 
cational Exchange Service of the Department of State, the ICA, 
and the Department of the Army. 

(Through its committee on leaders and specialists, the Council 
assists foreign grantees in many fields of professional interest in 
planning and carrying out their visits to the United States as 
guests of the International Educational Exchange Service of the 
Department of State.) 

(4) Council activities in liaison relationship with Govern- 
ment—such as the Commission on Education and International 
Affairs, established in 1952 to assist American institutions and 
organizations in their efforts to increase the effectiveness of their 
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international educational activities, and to perform other 
functions. 

(5) Council studies—such as the reference volume on Universi- 
ties of the World Outside U. S. A. published by the Council in 
1950. 

Another example of work by a nongovernmental agency in this field 
might be cited as the issuance of recommendations by the committee 
on international relations of the National Education Association of 
the United States in 1948. The recommendations related to education 
for international understanding in American schools. Ina publication 
containing its suggestions the committee declared that: 

The urgency and the magnitude of the world crisis that now confronts the 
world’s people make it mandatory that every person and institution devote 
maximum efforts toward building the foundations of peace. This means that 
schools must assume responsibility for helping all children, youth, and adults 
to have experiences which will advance understanding of international affairs 
and which will aid them in recognizing the significance of decisions in which 
they share, either directly or indirectly. This comprehensive approach is neces- 
sary in order that the entire population, young and old, may have experiences 
which will aid them to become increasingly effective worldminded citizens. 

Particularly since World War II, American business and indus- 
trial firms that conduct extensive operations in foreign countries have 
been making important contributions to the development of education 
abroad. An estimate of the full significance of these programs in 
international education would require » extensive study. 

Educational activities of American business firms have covered 
broad areas, geographically and functionally. These areas have in- 
cluded (1) technical training offered by American companies to for- 
eign nationals as actual or potential employees, and (2) educational 
services of American concerns in foreign communities. 

Technical training for non- United States personnel has been of- 
fered in the United States and in other countries. Industries that 
have conducted training programs include aviation, heavy machinery, 
electrical installations, food processing, automobile manufacturing, 
petroleum processing, biologicals, and pharmaceuticals. Althoug 
the training programs have been conducted primarily in the interests 
of the companies concerned, the long-range cultural gains accruing to 
other countries are readily apparent. 

Many American business organizations have made substantial con- 
tributions to schools, hospitals, and welfare services in foreign com- 
munities. In this way they have helped to bridge the gap between 
cultures. 

Since 1939, several international nongovernmental organizations in 
which United States agencies, institutions, or citizens participate have 
developed international educational activities. These have included 
the International Association of Universities, founded in 1950; the 
International Association of University Professors and Lecturers; 
the World Confederation of Organizations of the Teaching Profes- 
sion; and the World University Service. 
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F. OTHER DEVELOPMENTS 


Some recent international educational developments in addition 
to these reviewed in this chapter have been: 

(1) The promotion of international good will through children’s 
literature and schoo] programs in general ; 

(2) Application of the international viewpoint to particular 
courses, such as social studies; 

3) Increase in number and scope of courses in international re- 
lations offered in colleges and universities; 

(4) Establishment of new institutions for advanced international 
studies; 

(5) Establishment of international schools, such as Paul Geheeb’s 

cole d’ Humanité in Switzerland; 

(6) Revision of textbooks for inclusion of material conducive to 
international good will; 

(7) Development of international relations among libraries; 

(8) Development of international military and scientific training; 

(9) International efforts to remove illiteracy ; 

(10) Worldwide organization of the teaching profession. 











PART IV. SURVEY OF UNITED STATES GOVERNMENT 
PROGRAMS 


IntTrRopuctorY STATEMENT 


The following survey of United States Government programs in 
international education is based principally upon (1) tories to a 
questionnaire and/or letters from the departments and independent 
agencies of the Government, (2) annual reports and various other 
publications of the departments and agencies, and (3) information 
obtained through conferences with persons having responsibilities in 
th » administration of the programs. 

The numerical order of description of the programs, by department 
or agency, is an arbitrary arrangement. It roughly takes into ac- 
count the relative importance, number and cost of the programs, and 
other considerations, 

The length of the chapter describing the activities of a particular 
department or agency should not be taken as an indication of the 
importance of the activities of that department or agency. Various 
factors have affected the relative lengths of the chapters ‘of this sur- 
vey—particularly differences in administrative provisions made by 
the agencies for their programs. Thus, for example, because the 
activities of the Department of Agriculture altogether comprise ad- 
ministratively a single program, and because certain overall statistical 
data have been compiled by that Department, the chapter dealing 
with the activities of that Department is particularly concise. The 
Department of Agriculture, Seed plays a major role in the 
international educational relations of the Government. 

It should be noted that the total cost of the programs described in 
this report cannot be determined in any precise way. This is partly 
due to their extent and complexity but also to the fact that nearly 
every one of the major programs is financed from multiple sources. 
T he lack of common bookkeeping procedures and records among these 

various sources makes it virtually impossible to collect comparable 
figures. Such figures as have been available have been included in 
this report and their meaning shown as they appear. 


Cuaptrer 6. ProGRaMs OF THE DEPARTMENT OF STATE 
A. INTRODUCTION AND SUMMARY 


Prominent among programs of the United States Government in 
the field of international education is the international educational 
exchange program of the Department of State. Originating in the 
Convention for the Promotion of Inter-American Cultural Relations 
signed at Buenos Aires, Argentina, in 1936, and in the good-neighbor 
policy of President Franklin D. Roosevelt, the program has since 
received strong support from Presidents Truman and Eisenhower. 
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Through a series of acts, Congress, acting under both Democratic 
and Republican control, has extended the scope of the exchanges. 


The current program is based principally upon two acts of Con- | 


gress; namely, (1) the Fulbright Act of 1946, which provides for the 
use of foreign currencies for educational exchanges, and (2) the 
Smith-Mundt Act of 1948, which provides for a permanent, global 
educational exchange program. 

Administered by the Department of State, with the aid of other 
Federal agencies and a number of private organizations, the program 
is now operating with over 80 foreign countries and dependencies. It 
has sponsored the exchange of nearly 50,000 persons since 1948. 


Other State Department programs having important international 


educational aspects are (1) the President’s special international pro- 
gram for cultural presentations, and (2) the East-West contacts 


program. The general nature of these programs is indicated by their | 


titles. They are considered further in this chapter. 


B. INTERNATIONAL EDUCATIONAL EXCHANGE SERVICE 


International educational exchange program 


The current international educational exchange program of the 
Department of State is based principally upon two acts of Congress— 
the Fulbright Act and the Smith-Mundt Act. 

The Fulbright Act, of 1946 (Public Law 584, 79th Cong.) as 
amended, authorizes the use of foreign currencies for educational ex- 
change purposes. It provides for the execution of executive agree- 
ments with other countries and the establishment of foundations or 
commissions in such countries to carry out the program. 

The United States Information and Educational Exchange Act of 
1948 (the Smith-Mundt Act) authorizes the broad educational ex- 
change program and provides the administrative authority for other 


1 Other legal authorization : 

Convention for the Promotion of Inter-American Cultural Relations, signed at Buenos 
Aires, Argentina, in 1936 (ratified by the United States in 1937), provides for an exchange 
of professors, teachers, and students among the American Republics. 

Public Law 355, 76th Cong., authorizes the carrying out of reciprocal undertakings with 
the other American Republics. 

Public Law 265, 81st Cong., authorizes the use of future payments by Finland on her 
World War I debt for educational and technical instruction and training and the exchange 
of scientific, technical, and scholarly books and laboratory and technical equipment. 

Public Law 861, Sist Cong., to discharge a fiduciary obligation to Iran, authorizes the 
expenditure of $110,000 for the education of Iranian students in the United States. 

Public Law 400, 82d Cong., enlarges the sources from which foreign currencies may be 
made available for educational exchange activities authorized in the Fulbright Act. 

Public Law 48, 82d Cong., the India Emergency Food Aid Act of 1951, provides that 

“Any sums payable by the Government of India, under the interest terms agreed to be- 
tween the Government of the United States and the Government of India, on or before 
January 1, 1957, as interest on the principal of any debt incurred under this act * * * 
shall * * * be available to the Department of State for * * *” an educational exchange 
program. 
. Public Law 480, 83d Cong., authorizes foreign currencies derived from the sale of surplus 
agricultural products to be used for, among other things, the financing of international 
educational exchange activities and aid to American-sponsored schools, libraries, and com- 
munity centers abroad. 

Public Law 665, 83d Cong., authorizes the use of Irish counterpart funds for scholarship 
exchange between the United States and Ireland (sec. 417) and authorizes the reservation 
and sale of foreign currencies to the Department of State for international educational 
exchange activities (sec. 514). 

Convention on inter-American cultural relations, signed at Caracas, Venezuela, in 1954 
(ratified by the United States in 1957), revises the 1936 convention. 

Public Law 170, 85th Cong., provides for the purchase of Israeli pounds generated by 
the informational media guaranty program which are owned by the United States Treasury 
and will be used for educational, scientific, and cultural purposes in Israel. 
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educational exchanges of a more specialized nature. It authorized the 
creation of a United States Commission on Educational Exchange. 


Evolution of the program 


The beginning of the international educational exchange program 
of the Department of State goes back to 1936, the year in which the 
United States signed the Convention for the Promotion of Inter- 
American Cultural Relations at Buenos Aires, Argentina. The terms 
of this convention provided for the exchange of graduate students and 
professors between the United States and other signatory nations 
within the Latin American area.” 

Again, in 1938, at the Eighth International Conference of Amer- 
ican States in Lima, Peru, the United States, and the 20 other 
American Republics formally declared their desire for increasing the 
interchange of scientific, technical, cultural, and educational knowl- 
edge and skills among their peoples. 

Also in 1938 the Interdepartmental Committee on Cooperation with 
the American Republics* was created by order of President F. D. 
Roosevelt and placed under the chairmanship of the Under Secretary 
of State. It was composed of 13 Federal agencies. The purpose was 
to draw up proposals for, and carry out the program of scientific and 
cultural interchange with the Latin American Republics. At the 
same time a Division of Cultural Relations was established in the 
Department of State “for the purpose of encouraging and strengthen- 
ing cultural relations and intellectual cooperation between the United 
States and other countries.” 

Enabling legislation authorizing the President “to render closer and 
more effective the relationship between the American Republics” and 
for the detail of specialists to Liberia was enacted by the Congress 
(Public Laws 355 and 63, 76th Cong.). Exchanges of students, 
trainees in government and industry, teachers, professors, and spe- 
cialists were initiated. Thus the foundation for the present interna- 
tional educational exchange program was laid. 

At that time Hitler’s and Mussolini’s exploitation of education as 
an instrument of national power policy was at its height. The United 
States Government determined to demonstrate to the world the basic 
difference between the methods of a “democracy within a republic” 
and those of a totalitarian “ministry of enlightment and propaganda.” 
Two fundamental principles were established at the outset to guide the 
developing program: First, that the educational relations activities of 
the United States would be reciprocal and that there must be no impo- 
sition of one people’s culture upon another; and second, that the ex- 
change of educational interests should involve the participation of 
people and institutions concerned with those interests in the respective 
countries. In other words, the program should stem from the estab- 
lished centers of education and culture and should be educational 
rather than propagandistic. The application of this second principle 
quickly led to an unprecedented degree of cooperation between the 


? Forerunners of action by the U. S. Government correlating international education with 
foreign policy were (1) remission to China of a part of the Boxer indemnity funds in 1908, 
and (2) use of unexpended funds of the Belgian War Relief Commission for educational 
exchanges after World War I. These arrangements have been considered in some detail 
earlier in this report. 

*Title chang in 1945 to Interdepartmental Committee on Scientific and Cultural 
Cooperation. 
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Department of State and private organizations and educational insti- 
tutions of the country. ; 

During the period of World War II the program was carried on in 
close cooperation with the cultural relations and educational activities 
of the Office of the Coordinator of Inter-American Affairs and the 
Office of War Information which conducted such activities on a sub- 
stantial scale, first as a part of the defense effort. After the United 
States became involved in total war it was believed that culture in all 
its aspects must be utilized as an instrument of the one commanding 
purpose of the Nation—victory over the enemy. 

During the war period, with the use of allocations from the Presi- 
dent’s emergency fund, the Department of State also initiated two 
emergency programs of educational exchange with countries of the 
Eastern Hemisphere. One was a program with China designed to 
strengthen the ties between China and the United States by under- 
girding Chinese scientific and cultural activities. This program in- 
cluded four principal activities: the sending of American technical 
experts requested by the Chinese Government; the exchange of pro- 
fessors; the awarding of study grants to Chinese students in the 
United States; and the sending of microfilm of technical and scholarly 
journals requested by Chinese universities. 


The other was a modest program of educational exchange with . 


countries of the Near East and Africa. Initiated in 1943, it included 
assistance to American-sponsored colleges and universities and pro- 
vided American teaching personnel. 

World War II, together with the unsettled international situation 
which followed, pointed toward the need for establishing information 
and educational exchange activities on a worldwide basis as a perma- 
nent arm of United States foreign relations. At the time hostilities 
ceased, however, the only program for which permanent authority 
existed was the one for cooperation with the other American Republics. 
Additional legislation was needed to continue such cooperation else- 
where, beyond the emergency period. 

By enactment of the Fulbright Act in 1946, the Congress took the 
first step toward expanding the operation of the educational exchange 
program to areas outside Latin America on a continuing basis. This 
act authorized the Secretary of State to negotiate executive agreements 
to implement a program of educational exchanges using foreign cur- 
rencies realized from the sale of surplus war property. The first two 
of these agreements were signed with China and Burma late in 1947, 
and the first exchanges were effected in 1948, involving 237 persons. 
Since then this program has moved along steadily year by year with 
an increasing number of exchanges as agreements have been signed 
with additional countries. To date 39 countries have concluded agree- 
ments with the United States to participate in this program.* This 
law also permits granting of scholarships to foreign nationals to study 
in American-sponsored schools abroad. 

Also in 1946, by means of Public Law 370, the 79th Congress author- 
ized the assistance by United States Government agencies in the re- 


* Argentina, Australia, Austria, Belgium, Brazil, Burma, Ceylon, Chile, China, Colombia, 
Denmark, Ecuador, Egypt, Finland, France, Germany, Greece, Iceland, India, Iran, Iraq, 
Ireland, Israel, Italy, Japan, Korea, Luxembourg, the Netherlands, New Zealand, Norway, 


Pakistan, Paraguay, Peru, the Philippines, Sweden, Thailand, Turkey, Union of South 
Africa, and the United Kingdom. 
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habilitation of the newly created Republic of the Philippines, an area 
which had been devastated during the Second World {i ar. Various 
rograms were carried out under this law, known as the Philippine 
ehabilitation Act of 1946, which included the detailing of United 
States Government specialists to the Philippines and the education 
and training of a number of Filipinos in the United States. 

On January 27, 1948, the Congress gave statutory authority for a 
permanent global educational exchange program. On that date the 
Congress approved the United States Information and Educational 
Exchange Act of 1948, the Smith-Mundt Act, which provided for a 
permanent worldwide program of information and the expansion of 
the cooperative Latin American educational, cultural, and scientific 
program to the Eastern Hemisphere. The law specifically provides 
that among the means to be used in enabling “the Government of the 
United States to promote a better understanding of the United States 
in other countries, and to increase mutual understanding between the 
people of the United States and the people of other countries” there 
shall be “an educational exchange service to cooperate with other 
nations in (a) the interchange of persons, knowledge, and skills; (0) 
the rendering of technical and other services; and (¢) the interchange 
of developments in the field of education, the arts, and sciences.” 

Elsewhere the law authorizes the Secretary of State “to provide for 
assistance to schools * * * founded or sponsored by citizens of the 
United States, and serving as demonstration centers for methods and 
practices employed in the United States.” The law also authorizes 
the Secretary to assign or authorize the assignment of persons having 
special scientific or other technical or professional qualifications for 
service to or in cooperation with the government of another country 
desirous of obtaining the services of such persons. 

In 1949 the Congress first made available funds for implementation 
of this program, officially designated as the Gaitaetiational educational 
exchange program of the Department of State. The Congress has 
since made annual appropriations for it. 

The exchange activities carried out by the United States Army 
during the occupation of the former enemy countries, Germany and 
Austria, following the end of World War II were transferred to the 
Department of State with the advent of civil administration. The 
activities were integrated with the regular educational exchange pro- 
gram. The Department also assumed responsibility following the 
signing of the peace treaty with Japan for the similar exchange 
program which had been carried out in that country during the 
occupation period. 

Legislation enacted in 1949 authorized the use of future payments 
by the Republic of Finland on the principal or interest of its World 
War I debt to the United States for educational purposes. It pro- 
vided educational and technical instruction and training in the United 
States for citizens of Finland, American books and technical equip- 
ment for institutions of higher education in Finland, and opportuni- 
ties for American citizens to carry out academic and scientific enter- 
prises in Finland. 

A special program of emergency aid to Chinese students was in 
operation during the period 1949-55 authorized by Public Laws 327 
and 535 of the 81st Congress. Also a small program of aid to Korean 
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students was carried out under Public Law 165 of the 82d Congress. 
This aid was limited to students then in the United States who could 
not return to the Chinese mainland or to North Korea. 

The Iranian trust fund program was initiated following congres- 
sional action in 1950 to discharge a fiduciary obligation to Iran (Pt ublic 
Law 861, 81st Cong.) authorizing the Secretary of State to expend 
the sum of $110,000 for the education of Iranian students in the 
United States. 

A special program with India somewhat similar to the one with 
Finland was inaugurated following enactment in 1951 of Public Law 
48 of the 82d Congr ess. One section of this act, known as the “India 
Emergency Food “Aid Act of 1951,” contained provisions for the use 
of certain sums payable by the Government of India to the United 
States as interest on the emergency food relief loan for educational 
exchanges, including exchange of persons between the two countries. 
This section provided, moreover, for the “selection, purchase, and 
shipment of (@) American scientific, technical, and scholarly books 
and books of American literature for higher educational research 
institutions of India, (6) American laboratory and technical equip- 
ment for higher education and research in India, and (c¢) the inter- 
change of similar materials and equipment from India for higher 
education and research in the United States.” The Department of 
State is responsible for these exchanges of books and equipment with 
India as it is for exchanges of such materials with Finland. 

Additional authority has been provided by succeeding Congresses 
for enlarging the sources from which foreign currencies may be made 
available for educational exchange activities. For example, Public 
Law 480 of the 83d Congress authorizes foreign currencies derived 
from the sale of surplus agricultural products to be used for, among 
other things, the financing , of international educational exchange ac- 
tivities and aid to American-sponsored schools, libraries, and commu- 
nity centers abroad. Another law, more limited in scope, provides for 
the purchase of Israeli pounds generated by the informational medi- 
ums guaranty program which are owned by the United States Treasury 
to be used for educational, scientific, and cultural purposes in Israel 
(Public Law 170, 85th C ong. ). 

The latest development in the history of the international educa- 
tional exchange program, other than action taken to expand the 
sources of the funds, came in 1954 when President Eisenhower re- 
quested the Congress to approve a special fund for use in meeting “ex- 
traordinary or unusual expenses arising in the international affairs of 
the Government.” His request led to establishment of an international 
program for cultural presentations. This program, though originally 
carried out as part-of the international educational exchange program, 
is now administered separately by the cultural presentation staff of the 
Bureau of Public Affairs. It is described later in this report. 


Current activities 


The international educational exchange program includes various 
educational activities such as studying, teaching, lecturing, conducting 
advanced research, consultation, observation, the demonstration of spe- 
cial skills, and the acquisition of practical experience. An important 
factor in the selection of all grantees in this program is their ability 


and willingness to make a positive contribution to international under- 
standing. 
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Of the more than 6,000 participants in the program during the 1957 
fiscal year, many were affiliated with universities or other institutions 
of higher education in the capacity of scholars or teachers. About one- 
third of the participants consisted of Americans who went abroad. 
Over 900 of them were awarded grants to study at the graduate level, 
and 495 to lecture or conduct postdoctoral research. Another 345 
Americans were awarded grants to teach in elementary or secondary 
schools or to attend summer seminars devoted to intensive study of 
foreign languages and cultures, and 208 to serve as consultants at the 
invitation of foreign governments or organizations or to lecture before 
general audiences on topics of current interest. 

The nationals of other countries who comprised the remaining two- 
thirds of the program participants came to the United States to en- 
gage in the falliowtne activities : 1,729 to study in high schools, colleges, 
and universities, mostly at the college graduate level; * 531 to teach in 
elementary or secondary schools or to undergo special teacher-training 
courses at institutions of higher education, combined with observation 
of State school systems; 479 to lecture or conduct postdoctoral re- 
search at universities and other institutions; 1,095 leaders to visit var- 
ious parts of the United States for purposes of consultation with pro- 
fessional colleagues, observation, and general acquaintance with the 
contemporary American scene; and 324 specialists to participate in 
individually planned programs of specialized college study combined 
with practical experience at the professional level. 

Whether the participants engage in study, teaching, research, or 
specialized observation and consultation, their activities in addition 
to producing personal benefits, contribute to the objectives of the 
program. To illustrate, many of the activities which the program 
encourages are concerned with securing a clearer understanding of 
the life, institutions, and culture of Americans and their historical 
background. They include those which add to the knowledge on the 
part of other peoples of American literature, language, history, and 
political and social institutions. They also include those which in- 
crease information about practices regarded characteristically Ameri- 
can, such as agricultural extension work. Some of the activities make 
possible the sharing of specific skills of universal concern, such as 
the development of atomic energy for peaceful uses. 

Of equal emphasis are those activities which help Americans to 
develop and broaden their knowledge of foreign areas. Such activi- 
ties include grants to foreign professors to teach at American col- 
leges and universities. They likewise include grants to members of 
faculties of American colleges and universities and others to undertake 
study and research abroad. 

Still other activities draw their primary significance from the 
special role which the participants play in their home countries, such 
as the visits to the United States of members of national legislatures, 
trade-union officials, top newspapermen, or leaders of youth groups. 
Others concentrate especially on the establishment and strengthening 
of contacts in significant institutions overseas or between institutions 
and organizations in the United States and those in other countries. 

Another type of activity is the nomination of national candidates 
for fellowships and scholarships awarded by some of the interna- 


*Only a small percentage below college level. Another 251 foreign nationals received 
grants to study in American-sponsored schools abroad. 











58 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 


tional organizations of which the United States is a member. The 
aim of the scholarships offered by such organizations as the North 
Atlantic Treaty Organization, for example, is also to promote inter- 
national understanding. Thus, cooperation in this manner falls nat- 
urally within the scope of the program which the United States 
Government conducts for the same purpose. 

There is a special significance in the contacts which the educational 
exchange program provides to a degree not reached by tourists or 
other persons who casually visit foreign countries. This significance 
lies in the fact that, in going about their educational activities and 
in their everyday living, the participants reflect the ways of life and 
attitudes of their own countries. They may also present their ideas 
in discussions, lectures, or published writings. All, when they return 
home, act as “witnesses” to what they have experienced, and interpret 
that experience to their fellow countrymen in terms which they can 
best understand. The informal give-and-take of such discussions 
makes these contacts an effective form of communication. 

Many of these exchanges are carried out as projects to meet special 
situations in different countries. For example, a group of American 
educators sent to Korea helped in the reestablishment of schools fol- 
lowing the cessation of hostilities arising from the Communist aggres- 
sion in that country. 

The United States Information and Educational Exchange Act of 
1948 also authorizes the Department of State to make exchange-visitor 
program designations to organizations and institutions bringing for- 
eign visitors to the United States under privately sponsored programs 
when their objectives are consonant with those of the international 
educational exchange program. These designations are issued to pro- 
grams such ‘as the following’ (1) Those sponsored by academic in- 
stitutions, schools, and libraries, and involving special and scholar- 
ship students, language and research specialists, departmental 
assistants, and visiting lecturers and professors; (2) those involving 
medical training; (3) those involving study and training opportuni- 
ties of business and industrial enterprises; and (4) those supported 
and administered by foundations, institutes, binational associations, 
and other nonprofit organizations. An estimated 8,000 exchange 
visitors come to the United States annually under these exchange- 
visitor programs. 

Another major activity of the international educational exchange 
program is the facilitation of privately sponsored educational ex- 
change projects or those proposed by other governments which are 
designed to further international good will and to contribute to a 
better understanding of the United States abroad or to advance the 
frontiers of knowledge. Although privately sponsored educational 
exchange activities preceded those of the Government by many years, 
cooperation and assistance from the Department of State are now 
being sought for many of these projects. The complexity of arrange- 
ments for contacts and the significance often attached to official asso- 
ciations abroad are some of the reasons why such joint action is con- 
sidered valuable. 

The assistance provided to these voluntary projects may take serious 
forms. Americans going abroad as representatives of private groups 
may need information and help on customs of other countries and on 
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procedures for securing passports and visas. Aiding in the selection 
of applicants and placement in foreign educational institutions of 
professors, students, lecturers, and others participating in private 
programs are other areas in which the experience of the Department 
of State is helpful to private sponsors. In 1956, 6,113 persons (4,223 
Americans ia 1,890 foreign nationals) participated in private proj- 
ects which were assisted in one way or another under the international 
educational exchange program. Sponsors of the projects included 
125 American and 48 foreign colleges, universities, and other educa- 
tional institutions ; 61 civic and community groups; 26 industrial and 
business organizations ; 37 trusts and festittiamns and 115 other groups 
and individuals. While many of these projects, such as the interna- 
tional farm youth exchange, are facilitated on a continuing basis, other 
new sponsors of educational exchanges are constantly being added to 
the list of those which the Department of State assists. They include 
youth organizations, sports groups, church clubs, medical organiza- 
tions and individuals, women’s clubs, fraternal societies, newspapers, 
and musical, theatrical, and artistic groups. 

Some of the activities carried out at the request of other govern- 
ments use no United States Government funds. They include the 
assignment of American specialists abroad, training in the United 
States for foreign specialists, and other technical services under sec- 
tions 301 and 402 of the Smith-Mundt Act. An example of this type 
of activity was the assignment in 1957 of a United States geologist to 
the Government of Saudi Arabia for a 2-year period to act as geologic 
adviser to the Department of Natural Resources and Petroleum x - 
fairs. Another project initiated several years ago is still going on, 
under which American engineers are assisting the Government of 
Australia in the building of the Snowy Mountains Hydroelectric 
Authority installations in New South Wales, and Australian engineers 
are receiving special training at the Bureau of Reclamation in the 
United States. From July 1956 through June 1957, approximately 
$392,000 was advanced under this “transfer-of-funds program” for 
specialized services by 10 nations. 

Other facilitative services are provided for foreign nationals on 
an individual basis at the request of their government. An example 
is the arrangement made for a 2-month study and consultative pro- 
gram at the Walter Reed Army Medical Center and the eye clinic for 
plastic rehabilitation of the Veterans’ Administration for the head 
of the department of plastic and — surgery at the University 
Hospital, University of Sao Paulo, Brazil. 

Certain operations are carried out in facilitation of fellowship pro- 
grams of the United Nations and its specialized agencies. For exam- 
ple, various services are rendered in behalf of the U. N. Technical 
Assistance Administration which awards fellowships in the fields of 
economic development, public administration, and social welfare to 
enable senior personnel to acquire professional or technical experi- 
ence through in-service training in the United States. Among these 
services are the screening and reviewing of nominations, placement 
with appropriate supervising agencies, requesting predeparture assist- 
ance to trainees from American Foreign Service posts, and interview- 
ing the foreign nationals on arrival. During the 1957 fiscal year, a 
total of approximately 125 persons from over 40 countries were served 
under this United Nations program alone. 
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Among the activities carried out under the international educational 
exchange program which do not involve exchanges of persons are the 
supplying of books and scientific equipment to Finland and India and 
assistance to American-sponsored schools abroad. 

The Department of State has a contract with the United States 
Information Agency for exchanges of certain scholarly and scientific 
books and equipment to be carried out by the USIA with India and 
Finland. Since enactment of the enabling legislation * shipments of 
the specified kinds of materials to India and Finland have been made 
continuously. Plans are being developed for the reciprocal shipment 
of such materials by those countries to the United States. 

Under the school assistance program, incentive grants-in-aid are 
awarded to supplement salaries of United States teachers and prin- 
cipals and to supply educational materials to binational, nonprofit, 
nonsectarian, American-sponsored elementary and secondary schools 
in Latin America. This activity is administered by the Inter-Ameri- 
xan Schools Service of the American Council on Education under con- 
tract with the Department of State. 


Administration of the program 

Two public boards designated by the Congress act in an advisory 
capacity in the administration of the international educational ex- 
change program. They are the United States Advisory Commission 
on Educational Exchange, which is responsible for formulating and 
recommending to the Secretar y of State policies and programs for the 
educational exchange activities authorized by the Smith-Mundt Act, 
and the Board of Foreign Scholarships, which is responsible for super- 
vising the operation of and selecting individuals and educational insti- 
tutions qualified to participate in the program. authorized by the 
Fulbright Act. The members of both boards are appointed by the 
President and a secretariat for each is maintained in the Department 
of State. 

The International Educational Exchange Service of the Depart- 
ment of State administers the program under the supervision of the 
Assistant Secretary for Public Affairs. Headed by a director, the 
Service is made up of financial management, planning, reporting, 
evaluation, and program services staffs as well as an operations staff 
(secretariat) for the Board of Foreign Scholarships and several divi- 
sions for program operations. Reception centers are maintained at 
six ports of entry into the United States (Honolulu, Miami, New 
Orleans, New Y ork, S san Francisco, and Seattle) to provide services 
for certain categories of persons invited to the United States under 
the exchange program and the economic and technical assistance pro- 
grams of the International Cooperation Administration. Services 
provided by the reception centers include meeting the foreign guests 
on arrival, facilitation of local program, and hospitality arrangements, 
and providing them with an opportunity to observe and participate 
in American community life, and assistance in making onward travel 
plans. During the 1957 fiscal year, the 6 centers met over 7,300 for- 
elgn nationals on arrival and arr ‘anged programs for more than 3 800. 

‘In accordance with the provisions of the Smith-Mundt Act the De- 
partment utilizes the services of private groups and other Federal 


® Cited earlier in this chapter. 
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agencies to the maximum extent possible in conducting the educa- 
tional exchange program. Contracts are made on a continuing basis 
with the following major cooperating agencies: Institute of Inter- 
national Education (students); United States Office of Education, 
Department of Health, Education, and Welfare (teachers) ; Confer- 
ence Board of Associated Research Councils (university lecturers and 
research scholars) ; and the Governmental Affairs Institute, Depart- 
ment of Labor, and American Council on Education (leaders and spe- 
cialists). Short-term contracts are also made with a number of other 
public and private agencies for the administration of special projects 
as the need arises.’ 

In addition, a large number of organizations, institutions, and in- 
dividuals voluntarily assist in the administration of the program in 
many ways. For example, screening committees Senaehea largely of 
educators and other professional persons screen applications and rec- 
ommend candidates for grants. These persons give their services 
without remuneration of any kind other than the belief that what they 
are doing is a contribution to international understanding. There are 
an estimated 860 screening committees in the United States which, 
together with faculty and student advisers at over 1,000 colleges and 
universities, represent more than 5,500 private citizens who assist in 
one way or another. Besides the selection committee there are nu- 
merous other individuals, community and professional organizations, 
and business enterprises which assist in ——-e programs for visi- 
tors, including leaders and specialists, and in offering hospitality to 
them. In many cities, for example, there are Councils on World 

Affairs or similar organizations which provide the most valuable kind 

of cooperation in enabling foreign nationals to acquire firsthand in- 
formation about the United States. Other administrative assistance 
is available through jointly sponsored projects. Typical of this kind 
of activity is the jointly sponsored project for foreign journalists un- 
der which an American newspaper accepts a newspaperman from 
abroad as a guest member of its staff. The host paper provides a 
maintenance allowance in addition to professional supervision and 
guidance, making a truly cooperative effort in behalf of the foreign 
visitor. 

The administration of the program overseas is carried out under 
the supervision of the Foreign Service establishments through con- 
tractual arrangements by the United States Information Service. 
In those countries participating under the Fulbright Act, binational 
educational foundations or commissions, established by executive 
agreement with each country, play a large part in supervising and 
administering the program. Binational selection committees help in 
the preliminary screening of student applications in most of the coun- 


7 Contracts were in force with the following agencies during the 1957 fiscal year: U. S. 
Government—Department of Commerce, Department of Health, Education, and Welfare, 
Department of the Interior, Department of Labor, Library of Congress, and the United 
States Information Agency ; private—Amateur Athletic Union of the United States, Ameri- 
can Council on Education, American Field Service, American News Co., American Uni- 
versity, Bennington College, Boston University, Brethren Service Commission, Central 
Research Agency, Governmental Affairs Institute, Institute of International Education, 
International Association of Chiefs of Police, International Recreation Association, Massa- 
chusetts Institute of Technology, Michigan Council of Churches, National Social Welfare 
Assembly, Neighborhood Settlement Association of Cleveland, Northwestern University, 
Oper: itions and Policy Research, Inc., Residential Seminars, Southern Methodist University. 
Stanford University, and the University of Kansas. A contract was also made with one 
individual. 
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tries where educational exchange programs are conducted. Ministries 
of education aid in announcing opportunities for teachers, in recom- 
mending candidates, in placing American scholars and teachers in 
local educational institutions, and in arranging for the orientation of 
newly arrived American grantees. Other agencies of foreign govern- 
ments as well as private citizens sponsor lectures, seminars, and other 
appearances of participants in the exchange program. 


Number of countries and persons affected, and cost 


The countries with which the exchanges are carried out may vary 
from year to year for budgetary and other reasons. The number now 
runs usually around 80 countries, trust, territories, and colonial de- 
pendencies. 

Since the passage of the United States Information and Educa- 
tional Exchange Act of 1948 the Department of State has sponsored 
the exchange of nearly 50,000 persons. Of these, 14,000 were United 
States citizens who undertook educational projects abroad, and 36,000 
were nationals of foreign countries who came to the United States for 
similar activities. 

The following table gives data on the exchanges for fiscal 1957. 





























Other Near East | 
Categories of persons exchanged American Europe and Africa | Far East Total 
Republics 

TR EL. ot cubimeesttodane 728 3, 300 974 1, 109 16,111 
United States citizens: CR Rm ee 4 peers Fa: P 
DR te ck ddetuccussip ie ie ucaes 33 799 25 48 905 
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Lecturers, research scholars... ......-.-- 52 240 104 99 495 
Leaders, specialists. _.......-----.--..- 51 55 68 34 | 208 
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Foreign nationals: 2 as ate 
ONL 1 EE win dita sa ecntecudeinieg 164 890 298 377 1, 729 
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Lect trers, research scholars... -.....--- ll 312 55 101 | 479 
Leaders, specialists. ..............----- 312 487 297 323 | 1, 419 
OGG AGG IOS ie sa ie 590 1, 966 | 721 | 881 4, 158 
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1 Total includes 27 grants to high school students but does not include grants to 251 foreign nationals to 
attend American-sponsored schools in Europe and the Near and Far East. 


Obligations for the program for fiscal 1957 amounted to $21,401,824. 
The estimate for fiscal 1958 is $24,539,334. 


C. CULTURAL PRESENTATIONS STAFF 


President’s special international program for cultural presentations 


In July 1954, the President requested the Congress to approve a 
special fund for use in meeting “extraordinary or unusual expenses 
arising in the international affairs of the Government.” He recom- 
mended that this fund be used for United States participation in 
international trade fairs and to provide assistance and encouragement 
to American cultural and athletic groups to undertake tours in coun- 
tries abroad for the purpose of demonstrating “that America, too, can 
lay claim to high cultural and artistic accomplishments.” 

The fund was granted in August 1954, and a major portion of it 
was allocated to the Department of State to undertake a program to 
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assist cultural and athletic por with foreign tours. The activity 
continued on an emergency basis until the Congress provided a legis- 
lative base for a continuing program, in an act approved August 1, 
1956.* 


The current activity 

The program provides for tours in countries abroad by creative and 
performing artists and athletes from the United States, individually 
and in groups, and for United States representation in artistic, dra- 
matic, musical, sports, and other aolaaeae festivals, competitions and 
like exhibitions abroad. 

The cultural presentations staff of the Department of State admin- 
isters this activity with the assistance of the American National The- 
atre and Academy, which the Department appointed as its agent to 
handle certain professional aspects of the program, and with the ad- 
vice of the Cultural Presentations Committee of the Operations Co- 
ordinating Board, which consists of representatives of a number of 
Government agencies. 

Under auspices of the program, over 2,500 performing artists and 
athletes have performed in 90 foreign countries and dependencies. 
Groups and individuals sponsored have included symphony orches- 
tras, musical comedy groups, university and professional theater 
troupes, choral groups, chamber music groups, jazz bands, dance 
groups, including both ballet and modern dance representatives, vio- 
linists, singers, pianists, and other instrumentalists. The sports rep- 
resented have included basketball, baseball, track and field, soccer, 
hockey, tennis, swimming, weightlifting, rowing, skiing, and table 
tennis. 

Obligations for the program for fiscal 1957 amounted to $2,304,300. 
The estimate for fiscal 1958 is $2,300,000. 


D. OFFICE OF THE UNITED STATES COMMISSIONER GENERAL FOR THE 
BRUSSELS UNIVERSAL AND INTERNATIONAL EXHIBITION 


Participation in the Brussels World’s Fair * 


For over a hundred years international fairs have played a signifi- 
cant role in international education. The United States has partici- 
pated in several such exhibitions. 

On June 21, 1954, the Belgian Embassy transmitted to the Govern- 
ment of the United States an invitation from the Government of 
Belgium to participate in the Brussels Universal and International 
Exhibition to be held at Brussels, Belgium, in 1958. On October 7, 
1954, the Department of State informed the Belgian Emb that the 
Government of the United States planned to participate in the exhibi- 
tion but that the nature and extent of this participation would of 
necessity be determined by congressional action. 

The International Cultural Exchange and Trade Fair Participa- 
tion Act of 1956, authorized the President to provide for “United 
States participation in international fairs and expositions abroad 
* * *” such as the Universal and International Exhibition of Brus- 


® Public Law 860, 84th Cong., the International Cultural Exchange and Trade Fair 
Participation Act of 1956. 


* This account was written prior to the closing of the fair on October 19, 1958. It is 
expected that activities incident to the closing will continue to March 1959. 
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sels, 1958. The act also authorized the President to appoint or desig- 
nate a commissioner general, by and with the advice and consent of the 
Senate, and not to exceed two other principal representatives to appro- 
priately represent the United States in connection with participation 
in the Brussels Universal and International Exhibition.® 

Executive Order 10716 of June 17, 1957, assigned the Department of 
State responsibility for the presentation overseas of cultural attrac- 
tions and the special activity of United States participation in the 
Brussel’s Exhibition. Within the Department, the Office of the United 
States Commissioner General for the Brussels Universal and Inter- 
national Exhibition is carrying out this responsibility. 


United States exhibits 


The exhibits of the United States, housed in its circular pavilion 
at the fair, are supposed to show significant and characteristic fea- 
tures of the United States and the way of life of its citizens. Ameri- 
cans who have visited the fair disagreed as to the accuracy of certain 
displays in representing the aspirations, environment, and accomplish- 
ment of the people of the United States in the manifold branches of 
art and science. The United States is also participating in the Inter- 
national Fine Arts Exposition and in the International Science Hall 
and in other events in the whole Brussels program. 

Among the numerous exhibits are: 

(1) Zhe face of America—This purports to introduce the atmos- 
phere of America to the visitor. It presents a series of varied impres- 
sions of the United States—ethnical, geographical, historical, and 
political. 

(2) Map room.—This displays a series of maps and mural size 
photographs showing roads, population trends, agricultural pursuits, 
topography, and so forth. 

(3) Automation.—This demonstrates the role that automation plays 
in the scientific, industrial, business, and cultural aspects of American 
life. 

(4) Color television—A fully operative color TV studio broad- 
casts regular programs, which can be viewed on the TV receivers 
located at vantage points for an audience of 400 at a time. 

(5) Nuclear energy.—This illustrates the work of the United States 
in sharing with all nations the benefits of research in peaceful usage of 
atomic energy. 

(6) The unfinished work.—This is a pictorial exhibit which tells 
through captions in several languages the story of American progress. 

(7) Children’s creative center—Here specially trained teachers 
supervise the visiting children’s creative activities stimulated by the 
equipment within the center. 5 


Persons affected; costs 

It is expected that more than 35 million persons from all countries 
will attend the Brussels World’s Fair, and that most of them will visit 
the United States pavilion. 

Obligations for United States participation in the World’s Fair for 
fiscal 1957 amounted to $3,011,764. The estimate for fiscal 1958 is 
$7,539,396. The total of appropriations for the purpose is $13,445,000. 


* Public Law 860, 84th Cong., approved August 1, 1956. 
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E. EAST-WEST CONTACTS STAFF 


East-West contacts program 


The East-West contacts staff of the Department of State is admin- 
istering a program to encourage mutually beneficial exchanges, 
including academic exchanges, with the countries of Eastern Europe 
with which the United States maintains relations.’ The purpose is 
to promote a better understanding between eastern and western na- 
tions and thus help to lay a foundation for world peace. 


The background 


The present program derives, in part at least, from the meeting of 
heads of government at Geneva in 1955, which agreed upon a direc- 
tive to their respective foreign ministers. The third point of the 
directive reads: The foreign ministers should by means of experts 
study measures, including those possible in organs and agencies of 
the United Nations, which could (a) bring about a progressive elim- 
ination of barriers which interfere with free communications and 
peaceful trade between people and (6) bring about such freer contacts 
and exchanges as are to the mutual advantage of the countries and 
peoples concerned. 

At the subsequent meeting of Foreign Ministers at Geneva, Oc- 
tober-November 1955, the United States, the United Kingdom, and 
France submitted a 17-point proposal in response to this point of the 
directive. It was rejected by the Soviet Government. On June 29, 
1956, the President approved as a policy a National Security Council 
recommendation to take the initiative in exchanges based on the 17- 
point proposal. By way of implementing this policy there were estab- 
lished in the Department of State a special assistant to the Secretary 
for East-West contacts and an East-West contacts staff in the Bureau 
of Public Affairs. 


The current program 


On January 27, 1958, the Department of State issued a press release 
reading as follows: ™ 


The United States and the Union of Soviet Socialist Republics announced 
today that an agreement on exchanges had been reached. The agreement was 
signed by Ambassador William S. B. Lacy, special assistant to the Secretary 
of State, for the United States, and by Georgi N. Zaroubin, Ambassador of the 
Union of Soviet Socialist Republics, for the Soviet Union. The agreement under- 
takes to provide for exchanges in such media as radio and television broadcasts 
and showing of films, as well as to arrange over the next 2 years for wide ex- 
change in the cultural, technical, and educational fields. In the academic area, 
exchanges of graduate students, instructors, and professors of the universities of 
both countries will take place for the first time. Exchange of scientists for 
purposes of lecturing and research are to be worked out by the respective 
Academies of Science. In medicine and agriculture, there are multiple exchange 
visits covering a 2-year period. Other exchanges are to take place between 
athletic teams, while outstanding entertainment groups and artists are to visit 
each other’s country. 


Exchanges are being conducted in technical, scientific, educational, 
and informational fields with the U. S. S. R., primarily within the 


1 Legal authorization: Act of July 27, 1789, as amended, whereby the Secretary of State 
is charged, under direction of the President, with the duties pertaining to the conduct of 
foreign affairs; recommendation of the National Security Council, approved by the Presi- 
dent June 29, 1956. 

The Lacy-Zaroubin agreement is given in full in ch. 21, as part of the discussion of 
the activities of the Soviet Union. 
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framework of the U. S.-U. S. S. R. exchange agreement of January 
27, 1958. Exchanges with Poland are being conducted on an ad hoc 
basis; the United ‘States has no broad agreement on exchanges with 
Poland such as with the U.S. S. R. Exchanges with the other coun- 
tries of Eastern Europe are reduced in scale because of the difficul- 
ties of effecting reciprocity and to some extent a fear by the Com- 
munist governments of their effect on the peoples. The United States 
does not maintain relations with Albania or Bulgaria. The majority 
of exchanges are coordinated with the Department of State, but most 
of them are undertaken on the American side by private groups which 
meet the expenses involved and designate the American participants. 
The Department of State may negotiate itineraries in both countries 
with the foreign embassies concerned, on behalf of the American spon- 
soring organizations. Exchanges so negotiated are usually based on 
the principle of reciprocity as regards financing, itinerary, and 
numbers of delegates. 

The East-West contacts program covers all types of persons and 
professions. During 1957 the following travel was undertaken within 
the program : 


Number of | Number of 





Number of Americans eastern 
programs attending Europeans 
abroad in United 
States 
ME EEL. sn dbaenindetn sabe phiidhss bE og dks lead iihediene hide we | 65 122 132 
NN eo a eeiabiletnaed 54 182 95 
eg ee Oe ee tebe cn astnepecdnen eee . 11 6 17 
ON ohh ao pets dn ooh ind Saeki ssdcucdseecesak 26 79 27 
SEY «1 iin de npiantdiceedaueetaupe~s thesia < detain 0 | 10 


Obligations of the Department of State for the program for fiscal 
1957 amounted to $84,585. The estimate for fiscal 1958 is $94,915. 


Cuaprer 7. ProGRAMS OF THE INTERNATIONAL COOPERATION 
ADMINISTRATION 


A. INTRODUCTION AND SUMMARY 


Activities of the International Cooperation Administration in the 
field of international education as defined in the introduction to this 
report are authorized primarily by the Mutual Security Act of 1954, 
as amended.'* Section 302 of this act, in particular, authorizes the 
technical cooperation program which includes the bulk of ICA’s ac- 
tivities in this area. Certain educational activities also are or may 
be carried out by ICA under the authority of section 131 of the Mutual 
Security Act, covering defense support, and section 400 of the act, 
establishing a special-assistance fund. Finally, the Mutual Security 
Act provides for United States contributions to the United Nations 
expanded technical assistance program and various other multilateral 
programs which, in turn, perform educational activities in the inter- 
national sphere. ICA also carries out certain relevant activities 
utilizing United States-owned local currencies derived from Public 


12 22 U. S. C. 1892. 
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Law 480 ** transactions under the authority of that act as spelled out 
by Executive order. 

The purpose of the technical cooperation program is stated in sec- 
tion 301 of the Mutual Security Act, as follows: 

It is the policy of the United States and the purpose of this title to aid the 
efforts of the peoples of economically underdeveloped areas to develop their 
resources and improve their working and living conditions by encouraging 
the exchange of technical knowledge and skills and the flow of investment 
eapital to countries which provide conditions under which such technical as- 
sistance and capital can effectively and constructively contribute to raising 
standards of living, creating new sources of wealth, increasing productivity, 
and expanding purchasing power. 

Education is specifically listed in section 302 of the act as a tech- 
nical cooperation activity. 

The United States mutual security program in each cooperating 
country is developed as a balanced and integrated series of activities 
designed to serve the broad purposes of the basic legislation in terms 
of United States interests and the overall situation in the particular 
country. Activities in the field of international education are woven 
into this total complex of activity in such a way that it is difficult 
to dissociate them and identify educational activity as a separate 
entity. However, for the purposes of this report, ICA international 
education activities may be described under four main categories: 
(1) Training of foreign nationals in the United States and third 
countries, (2) providing United States technical advisers to cooperat- 
ing countries, (3) technical assistance to cooperating country educa- 
tional systems and institutions, and (4) financial assistance to educa- 
tional institutions and systems. 

The basic method of administration of all elements of the mutual 
security program, as required by the authorizing legislation, involves 
the following broad steps: 

(1) The cooperating country and the United States sign a basic 
bilateral agreement, under which the United States undertakes to 
provide assistance for the purposes set forth in the legislation, and 
the cooperating country assumes certain responsibilities with regard 
to sharing the cost of activities, making effective use of the assistance 
given, and other relevant matters. 

(2) Under this agreement, the cooperating country requests spe- 
cific assistance on specific activities or for specific purposes. 

(3) ICA reviews such requests and agrees to provide the approved 
assistance within certain agreed financial and other limitations. 

(4) ICA proceeds to provide the requested assistance, either by 
making financial resources available to the cooperating country wit 
which to acquire the specific goods or services involved for itself, or 
by providing the goods or services in kind. 

Within this broad pattern, the specific methods of administration 
vary from country to country and within the various types of assist- 
ance involved. 


B. TRAINING FOREIGN NATIONALS (IN THE UNITED STATES AND THIRD 
COUNTRIES) 


Bringing of nationals of cooperating countries to the United States 
or third countries for training, study, and observation of advanced 


1% The Agricultural Trade and Development Act (7 U. 8. C. 1691). 
























68 | GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 





techniques in various technical fields is a major aspect of the technical 
cooperation program. Similar training activities are performed to a 
lesser extent as an aspect of projects carried out under the defense- 
support, Development Loan Fund, and special-assistance programs. 
Such activity is also a major aspect of the multilateral technical coop- 
eration programs administered by the United Nations and the Organi- 
zation of American States, utilizing funds of which the United States 
share is provided under the authority of the Mutual Security Act. 

The general procedure is as follows: 

(1) Each technical cooperation project will normally include train- 
ing of the particular local personnel needed to carry out the activity as 
part of the project. The project documentation sets forth the number 
of people to be trained aka the particular nature and subject matter of 
the training involved. 

(2) The cooperating country ordinarily nominates the people to 
receive the requested training. Selections are normally made in terms 
of the position occupied by the person to be trained in relation to its 
significance to the carrying out of the particular technical cooperation 
project involved. This is a major distinction between ICA programs 
and regular educational exchange programs where the individuals in- 
volved are selected on the basis of their individual attainments and 
interests. 

(3) ICA reviews the qualifications of the individuals so nominated 
and, if it feels the person has the prerequisites for the required train- 
ing, approves the training request. 

(4) ICA arranges for the required training to be made available to 
the individual. Depending on the particular needs and circumstances, 
this training may be arranged in a number of ways. First of all, the 
location of the training may be in the United States or in a third coun- 
try, depending on which locale is believed to be in the best position to 
provide the type and level of training required. The training may be 
arranged either directly by ICA or, more commonly, by another spe- 
cialized agency in cooperation with ICA. The cooperating agency 
may be an appropriate United States Government department or a 
private commercial or noncommercial agency working under contract 
with ICA. Thus, almost all training in the agricultural field is ar- 
ranged through and by the United States Department of Agriculture ; 
all public health training is arranged by the United States Public 
Health Service; most training in the specific field of education is 
arranged through the United States Office of Education. On the other 
hand, all training in public administration is arranged directly by ICA 
and training in various aspects of industry is either arranged directly 
by ICA or through private contractors. 

The following United States Government departments and agencies 
participate in training programs: 

(1) The Department of Agriculture; (2) the Department of Com- 
merce; (3) the Department of Health, Education, and Welfare; 
(4) the Department of the Interior; (5) the Department of Labor; 
(6) the Post Office Department; (7) the Department of the Treasury ; 
(8) the Atomic Energy Commission; (9) the Civil Service Commis- 
sion; (10) the Federal Communications Commission; and (11) the 
Housing and Home Finance Agency. 

The particular activities of these departments and agencies will be 
described later in this report. 
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The specific type and locale of training is determined by the objec- 
tive of the training program. A large share of ICA’s training con- 
sists of short-term ‘study tours to relevant United States installations. 
Other training may be provided by participation in an in-service 
training program of an appropriate governmental or private organi- 

zation. About 33 percent of ICA-sponsored trainees are enrolled for 
one semester or longer in academic institutions. Most of these are 
enrolled as special students rather than normal candidates for under- 
graduate or advanced degrees. As has been indicated, [CA-spon- 
sored training is geared to equipping the occupant of a particular 
technical position in a cooperating country with the specific technical 
know-how he needs to do his job better, ‘ather than providing general 
educational preparation in particular fields for the indiv idual con- 
cerned. Degree training as such is provided only in cases where the 
degree is an essential prerequisite for the designated position. 


C. PROVIDING UNITED STATES TECHNICAL ADVISERS (TO COOPERATING 
COUNTRIES) 


The second principal element of the technical cooperation program 
is the sending of United States technicians in various fields: industry, 
agriculture, labor, transportation, education, public health, public ad- 
ministration, public safety, community development, and social serv- 
ices to assist cooperating countries in advancing the state of technology 
in the fields involved. ‘The essential role of these technicians is educa- 
tional although they rarely act primarily as teachers or professors in 
formal institutional educational arrangements. Rather, by daily work 
with local colleagues, developing and advising on demonstration proj- 
ects, helping in the preparation of curriculum and technical informa- 
tional materials, and so forth, they perform an educational function. 

United States technicians to carry out technical cooperation, demon- 
stration, training, and other activities in cooperating countries are 
provided by three major means: 

(1) Recruitment of the required technicians by ICA and dispatch- 
ing them to the cooperating country as a regular member of the staff 
of the United States Operations Mission in the country. Appropriate 
other United States Government agencies play a major role in such 
direct recruitment as requested by ICA and are reimbursed by ICA 
for this service. 

(2) Detailing of a technician employed by another United States 
Government agency to ICA. This approach is used primarily for 
Public Health Service officers and for short-term specialists required 
in other fields covered by cooperating United States Government 
agencies. 

(3) Employment by private contractors, including university con- 
tractors. 


D. TECHNICAL ASSISTANCE TO EDUCATIONAL SYSTEMS AND INSTITUTIONS 
(IN COOPERATING COUNTRIES) 


Many ICA technical cooperation and other projects have as their 
purpose assisting cooperating countries in creating or improving ad- 
ministration, curriculum, and teaching materials at all levels of their 
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institutional educational structure. This involves elementary schools, 
literacy training programs, vocational schools, secondary schools, 
teacher training institutions and higher educational institutions. The 
university-to-university contract program of ICA is particularly sig- 
nificant in the field of higher education. 

Assistance to educational institutions and systems in cooperating 
countries is rendered through specific ICA projects. A few examples 
of such current projects are: 

Nursing education (Korea) ; medical education (Thailand) ; voca- 
tional agricultural education (Afghanistan) ; assistance to the exten- 
sion training program for secondary school teachers (India); im- 
proving teacher education through the National Teachers College of 
the University of Tehran (Iran) ; basic education—medical, nursing, 
and allied professions (Iraq) ; Georgetown English language program 
(Turkey) ; industrial education project (Bolivia) ; medical education 
(Paraguay). 

Such projects normally include several major elements put together 
in a balanced way to achieve a specific objective. The major elements 
include : 

(1) training of host country personnel in the United States or 
elsewhere; (2) provision of United States technical advisers to the 
projects; (3) provision of demonstration supplies or equipment; 
(4) provision of contract services; and frequently, (5) partial 
financing of local costs. 

Certain technical assistance projects lend themselves to the uni- 
versity contract approach. These are typically cases where a foreign 
university or research institute carries on or desires to carry on activi- 
ties similar to those conducted by the selected American university. 
In particular they involve assistance in building or upgrading perma- 
nent educational or research institutions. This clearly has the ad- 
vantage of bringing about long-range improvements. The American 
university is chosen in some cases by the host government which must 
initiate requests in respect of all projects, including university con- 
tracts. In other cases, the host country requests ICA to make the 
selection subject to confirmation by the host government or the host 
institution. In this case, ICA normally consults other United States 
agencies and professional societies and, on confirmation of the selec- 
tion, negotiates a contract. This contract may be a third-party con- 
tract between the host government or institution and the American 
university, approved and financed by ICA or alternately, it may be 
a direct contract to which ICA is a signatory. 


E. FINANCIAL SUPPORT TO EDUCATION (HOST COUNTRY INSTITUTIONS AND 
SYSTEMS ) 


Finally, in a few countries, ICA, through its defense support and 
special assistance programs and in its role in relation to the Public 
Law 480 local currency program, provides financial resources for the 
construction, equipment and, in some cases, some of the operational 
expenses of educational institutions and systems in cooperating 
countries at all levels. 

Provision of financial support to host country educational institu- 
tions and systems is provided primarily through project agreements. 
Such financial assistance for buildings equipment and operating costs 
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is normally not provided under the technical cooperation title of the 
Mutual Security Act, but under the defense support and special 
assistance categories in the case of dollar assistance and under the 
authority of section 402 of the Mutual Security Act and of Public 
Law 480 in the case of local currency assistance. ICA also approves 
the use of local currency counterpart funds for such purposes in 
some countries. Counterpart is local currency deposited by the local 
yovernment in a special account in its own name as required by the 
Mutual Security Act of 1954 and available for use to carry out the 
purposes of that act upon ICA approval. Under the law foreign 
governments must deposit to the counterpart account an amount equal 
to the proceeds accruing to them from the import and sale of defense 
support-financed commodities, or they may continue to make deposits 
in accordance with substantially similar arrangements, if any, which 
they had agreed to before the revision of mutual security legislation 
in 1954. Additional amounts of local currency in excess of that 
required by law are sometimes deposited to the counterpart account 
by agreement between the United States and the host country. 


F. COUNTRIES AFFECTED 


The following table shows the number of countries in different 
regions of the world in which ICA is conducting various types of 
programs in the field of international education. 


Number of countries by regions in which educational activities are included in 
programs, fiscal year 1958 
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1 Includes financial and other assistance provided under defense support, special assistance and other 


elements of Mutual Security Act. 


G. NUMBERS AND TYPES OF PERSONS INVOLVED; OBLIGATIONS FOR THE 
PROGRAMS 


The following: table shows the numbers of people involved in 
various types of ICA activities in the field of international educa- 
tion. It should be emphasized that in the case particularly of ICA 
technical advisers it is a question of judgment and definition as to 
what portion of the total personnel concerned should be regarded 
as being primarily engaged in educational activities as such. Many 
of these technicians are involved in education only indirectly. 

The table lists all of the participants who arrived for training in 
the United States or third countries during the specified fiscal years. 
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It also lists all of the ICA technicians who were on ICA rolls during 
those years. 


Fiscal year Estimated 








1957 fiscal year 
1958 
betinse Gil, vs AEN | SE 2A) 
Training of foreign nationals: ! | 
A. Foreign nationals receiving training in the United States: | 
Bewlet neem (arti GG) ai iat ccnnchecpeno dubedskadtinditerd | 5, 304 5, 200 
University contract INE 6 oS nce cas cnnonensaautan tanncendptanc 272 300 
B. Foreign nationals receiving training in 3d countries (arrivals) _...-... 1, 208 1, 200 
Cc. WORE Sib decbedbls eu ci sd pee its Aili diseases | 6, 784 6, 700 
United States technical advisers on programs funds: | 
Ai, TOR ee As CEOs oid 5 nn Saif Be SO as ree teducs Sesecnn 2, 394 2, 528 
B. On detail from other U. S. Government agencies. .................... 465 449 
C. University contract employees. ..................-----.-.-..--....... 534 588 
D. Other contract employees........._--- ST SDA EES ee ee 1,101 | 1, 562 
Oe « RR 8 ate ca on ceendscxs mbgseanhdedeeyan cues e cebERphntedewos dae 4, 494 5, 127 


1 Excludes foreign participants in the United States or 3d country whose programs carried over into the 
fiscal year shown, but who arrived in a prior year. 


The following table shows ICA obligations for fiscal year 1957 for 
projects and activities affecting education in the major categories out- 
lined above. Estimated fiscal year 1958 obligations in the same cate- 
gories are also shown to the extent that information available at the 
time of this writing permits. The figures represent the funds obli- 
gated for foreign participants and United States technicians and for 
commodities and contract services supporting educational institutions 
and activities in the United States sal ebeandl 


ICA-sponsored assistance to education worldwide, fiscal year 1957 obligations 
and fiscal year 1958 estimated obligations 





Fiscal year Estimate 
Type of assistance 1957 fiscal year 
1958 
1. Participants: 
Technical cooperation funds 5 NB nk ee _| $20, 108, 000 $20, 819, 000 
Other funds_---__-- sets tins blind Soncen omg eSerncnnnsl 1, 71, 000 | 1, 663, 000 
ets er bis seb ie 6h shee ee a | 22, 079, 000 | 22, 482, 000 
2. Technicians: ; 
Technical cooperations funds ‘Matinee ndndnndgtncvawibenlh ane 44, 101, 000 
Other funds. - -- : ‘ feet cntbedon. cceccukacae eee eee 27, 645, 000 
TOCAL....... ; » Med iia ginesiplieteddamtetinnentesd wdicbilly "63, 060, 000 | 71, 746, 000 
3. University and university-type contracts: | 
Technical cooperation funds. -.............-.-..-..-....-- eaguscsacal “14 033000 | 18, 194, 000 
Other funds_._....---- Sait i henlsiincateiemeibaiie Soden se deae 1, 099, 000 | 880, 000 
Total_- Re ee te. AR SE ee ee Tania 15, 622, 000 19, 074, 000 
4. Other assistance to educational institution: : at | L 
Technical cooperation funds. -..............-....--..-....- nihil het 14, 125, 000 | 11, 744, 000 
Other funds___.._.-- Bi guaducccuhwibibbuckwnoun's iidiadteckot 12, 480, 000 10, 061, 000 
atin nthes pean: Riniss siniesieg witthatind te yuiplaieantendnniaietin devtie _ 26, 605, 000 2, 805, 000 
5. Total dollar assistance: | 
DOGHTIOEE GOGTUTMRONE MUTI. od ici ccd hnas sladddcqawescsabbomtan 87, 732, 000 | 94, 858, 000 
Other funds..........-- onbippinbe dad <icckeene ater 39, 634, 000 | 40, 249, 000 


Dollar grand total. - ‘de hecineline eal d~ dukdied "427, 366, 000 | 135, 107, 000 
i. Loeal currency assistance (dollar e quivalent) -- Min hits Adagi dice dbtenbnentoahe 14, 376, 000 20, 932, 000 
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The information contained in the two foregoing tables, compiled 
in the International Cooperation Administration, pertains to all ICA 
activities considered educational in nature. These activities are 
funded under the technical cooperation, defense support, special as- 
sistance, and other programs. 

The number of participants arriving in a given year cannot be re- 
lated to the funds obligated that same year. Most participants arrive 
the year following the year of obligation. 

The roles of United States technicians and foreign participants are 
complementary but neither is any more substitutable for the other 
than are professors and students in a university. 


CuHaAprTrer 8. ProGRAMs oF THE Untrep States INrorMATION AGENCY 


A. INTRODUCTION AND SUMMARY 


The United States Information Agency (USIA) operates several 
programs which, although primarily “informational,” nevertheless 
are largely also “educational” in nature. These programs have con- 
siderable actual and potential effects upon higher education abroad, 
and in some instances upon higher education in the United States. 

The basic overseas information program of the USIA utilizes a 
number of informational and/or educational mediums. The program 
includes such educational activities as lectures on various subjects, 
English teaching by radio and television, grants for the establishment 
of professorial chairs, and seminars conducted in close cooperation 
with educational institutions. The program gives material and finan- 
cial support to the promotion of American studies at universities 
abroad, and stimulates affiliations between American and foreign in- 
stitutions of higher learning. 

Besides the basic overseas informational program the USIA also 
operates (1) an “informational mediums guaranty program,” which 
provides American books for use in foreign educational institutions; 
and (2) a “surplus agricultural commodities program.” Under the 
latter, currencies accruing to the United States from sales of surplus 
agricultural commodities abroad are used for such purposes as trans- 
lation of American books for use in foreign educational institutions, 
and construction of binational centers for American studies abroad. 


B. THE BASIC PROGRAM 


The basic program of the United States Information Agency is the 
official overseas information program of the Government.* Its pur- 
pose is to submit evidence to other nations by means of communication 
techniques that the objectives and policies of the United States are 
in harmony with and will advance their legitimate aspirations for 
freedom, progress, and peace. 

The first United States Government effort in the field of interna- 
tinoal information was the Committee on Public Information, popu- 
larly known as the Creel Committee. It was created during World 
War I, and its existence ended shortly thereafter. 


_™ Legal authorization: Public Law 402, 80th Cong., as amended; Reorganization Plan 
No. 8 of 1953 ; Executive Order 10477, August 1, 1953 ; Executive Order 10575, November 6, 
1954 ; Executive Order 10700, February 25, 1957. 
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The first predecessors of the present program were the Interdepart- 
mental Committee for Scientific and Cultural Cooperation and the 
Division of Cultural Cooperation in the Department of State (1938). 
This marked the beginning of a continuing series of information 
activities forming the historical pattern of the present program. 

Succeeding organizations included: the Office of the Coordinator 
for Inter-American Affairs (1941-45) ; the Office of Facts and Figures 
(1941); the Office of the Coordinator of Information (1941); the 
Office of War Information (1942-45) ; and several agencies within the 
Department of State, namely : the Interim International Information 
Service (1945), the Office of International Information and Cultural 
Affairs (1945-47), the Office of International Information and Educa- 
tional Exchange (1947-48), the Office of International Information 
and the Office of Educational Exchange (1948-52), and the Interna- 
tional Information Administration (1952-53). 

The President’s Reorganization Plan No. 8, effective August 1, 1953, . 
established the United States Information Agency as an independent 
agency of the executive branch responsible to the President through 
the National Security Council. 

Overseas activities 

With policy guidance from the Department of State, the USIA 
administers a worldwide information and cultural program as one 
means of increasing mutual understanding between the people of the 
United States and the people of other countries. 

The overseas operation includes 198 offices in most nations of the 
world, including Yugoslavia. Exceptions are Soviet Russia, Red 
China and their satellites. The operation overseas is known as the 
United States Information Service (USIS). The USIS missions 
carry out country programs designed to influence local attitudes and 
actions in support of United States foreign policy. They are sup- 
ported by the products of the media services of the Agency. Their 
major direction comes from the Agency and, in each country, the chief 
of the diplomatic mission of which they are an integral part. 

More than 200 information and binational centers are the core of 
the program, utilizing library collections, lectures, motion pictures, 
music, exhibits, and personal contacts in a highly diversified effort to 
accomplish the objectives implicit in mutual understanding. Many 
of the centers provide English teaching services. The USIS missions 
publish nearly 100 newspapers.and magazines. Together with the 
Agency’s press service, they produce 150 million leaflets, pamphlets, 
and posters annually. The press service also produces 6 times weekly 
a wireless file of 7,000 words of news, features, and background infor- 
mation which the missions adapt and edit for the local newspapers and 
magazines. Educators and other opinion leaders are regular 
recipients of this service. 

Motion pictures are produced and released in some 40 languages. 
They are shown in the theaters and are widely used by schools, col- 
leges, civic groups, and other community organizations. Films of 
White House press conferences are sent to 81 nations. 

Close relations are maintained with educational institutions. Stu- 
dents and professors are considered primary audiences in most nations. 

Some 35 million copies of American books have been translated and 
published in 48 languages as part of the Agency’s program. 
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The Agency broadcasts in 42 languages. Programs are beamed at 
all educational levels through direct shortwave broadcasts and local 
relays. Recorded radio and television programs, including English 
teaching, are prepared in the United States and booked by the missions 
with local broadcasting stations and networks. 

A half million posters, wall newspapers, newspaper inserts, and 
handbills are published by the missions on a partoaie basis. More 
formal periodicals include the scholarly Problems of Communism, the 
Russian language America Illustrated,” and the magazine Free World, 

ublished in 9 languages in 13 countries. Editions of more than 5 mil- 
fion in more than a score of languages have been published of two 
Agency booklets, Outline of American History and Facts about the 
United States. 

Countries, persons, costs 

USIS missions are located in 80 nations, and its radio broadcasts 
reach all countries. The only major nations with no local USIS 
activities are those of the Communist bloc. 

Estimated annual audiences include 100,000 government officials 
and other opinion leaders receiving daily information bulletins; 200,- 
000 students of English in 55 countries, 11 million who have visited 
Agency exhibits on peaceful uses of atomic energy, 500 million who 
see Agency films, 38 million who use USIS information center facili- 
ties, 200 million readers of newspapers carrying Agency political 
cartoon strips. 

Obligations for the program for fiscal 1957 amounted to $112,900,- 
000. The estimate for fiscal 1958 is $95,100,000. The reduction of 
15 percent is due to curtailment of activities necessitated by a reduc- 
tion in appropriations for fiscal 1958. 


C, THE INFORMATIONAL MEDIA GUARANTY PROGRAM 


The informational media guaranty program provides a market for 
books, periodicals, films, and other informational materials from the 
United States in overseas areas where otherwise the shortage of dollar 
exchange would prevent the United States publishers and exporters 
from selling.’® 


Background 


The informational media guaranty program was first established 
by the Economic Cooperation Act in 1948 as an integral part of the 
overall guaranty program of industrial investments and export of 
informational materials. It was thus limited to the Marshall plan 
countries of Western Europe. Seven of these countries—Austria, 
France, Germany, Italy, the Netherlands, Norway, and Yugoslavia 
participated in the program. . 

The activity was transferred to the Department of State on June 30, 
1952, and made a part of the overseas information program. It was 





1 Under an agreement between the United States and the Soviet Union dating from late 
1955, 50,000 copies of American Illustrated (in the Russian language) and the USSR (in 
the English language) are exchanged monthly. Personnel of the American embassy in 
i tenors the distributions of America Illustrated in the course of trips within the 
Soviet Union. 

1% Legal authorization: Public Law 427, 80th Cong.: Public Law 665, 83d Cong.: 
Public Law 726, 84th Cong.; Executive Order 10368 of June 30, 1952: Executive Order 
10476, of August 1, 1953; Executive Order 10575, of November 6, 1954. 
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then administered by the International Information Administration 
and subsequently by the United States Information Agency upon the 
establishment of that Agency on August 1, 1953. From July 15, 1952, 
to June 30, 1956, $28 million were issued in guaranties to a total of 
14 countries participating in the mutual-security program. 

The Mutual Security Act of 1956 made a guaranty program a con- 
tinuing responsibility of the Director of the United States Informa- 
tion Agency. 


Books and other informational media 


The informational media guaranty program is now administered by 
the United States Information Agency. The program guarantees 
convertibility of foreign currencies received from the sale of infor- 
mational materials consistent with the national interests of the United 
States. 

The holders of informational media guaranty contracts include 
most of the major United States book publishers or their representa- 
tives, many of the magazine and newspaper publishers, and the prin- 
cipal distributors of motion pictures. Since the beginning of the Pe 
gram, some 2,100 contracts have been issued. Of the $30.5 million 
in foreign currency purchased, approximately 60 percent was for 
books, of which more than half were scientific, technical, and educa- 
tional works. Apart from books, 20 percent of the currency pur- 
chased was for periodicals, 15 percent for motion pictures, and 5 per- 
cent for newspapers, maps, globes, and other miscellaneous materials. 

The program is currently operative in the following 13 countries: 
Austria, Chile, France, Indonesia, Israel, Norway, Pakistan, Philip- 
pines, Spain, Taiwan, Turkey, Vietnam, Yugoslavia. Informational 
media guaranty agreements are in force in 15 additional nations, but 
these have either not been activated or they are not currently oper- 
ative. 

Millions of persons have been reached through the sale of books. 
More than half of these works have been of a scientific, technical, or 
educational nature. Other millions have seen American commercial 
motion pictures as a result of this program. 

Obligations for the program for fiscal 1957 amounted to $10,- 
577,000. The estimate for fiscal 1958 is $10,222,000. 


D. THE SURPLUS AGRICULTURAL COMMODITIES PROGRAM 


The surplus agricultural commodities program of the United States 
Information Agency was established by act of Congress in 1956, for 
several purposes, as a supplement to the basic overseas information 
program of the United States.” 

The basic law provides— 

a means whereby surplus agricultural commodities * * * may be sold through 
private trade channels and foreign currencies accepted in payment thereof. 
The law further provides that currencies accruing to the United 
States from such sales are to be used— 

to expand international trade, to encourage economic development, to purchase 


strategic materials, to pay United States obligations abroad, to promote collec- 
tive strength and to foster in other ways the foreign policy of the United States. 


17 Legal authorization: Public Law 480, 83d Cong.; Public Law 726, 84th Cong. ; Public 
Law 962, 84th Cong. 
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Funds from the sale of the commodities are used under the USIA’s 
program to finance (a) book translations and distribution and (0) 
aid to binational centers. 

Appropriate agreements have been negotiated with 15 nations to 
finance book translations and with 14 nations for aid to binational 
centers. 

The first and only allocation of funds to date by the Bureau of the 
Budget has been for $50,000 in finnmarks for the purchase of paper 
in Finland to be used for the publishing of textbooks for another par- 
ticipating nation. 

The current activity 

The book program is limited to not more than $5 million in any one 
fiscal year for textbook publishing, including both translated Ameri- 
can texts and locally prepared texts for use in the schools and uni- 
versities of participating countries. 

Twenty-six countries have indicated a desire to participate. Ex- 
amples of proposed projects are: (a) scientific and technical texts for 
high schools of Indonesia, (4) texts in American literature, world 
history, and political science for high schools and universities in Iran, 
(c) textbooks in economics for Chile. 

The nature and cost of projects planned for the assistance to bina- 
tional centers must be stated in the binational draft agreements or their 
amendments. Funds may be used to help finance the purchase, con- 
struction, or expansion of binational center facilities. 

Twenty-four countries have indicated a need for binational center 
assistance. Examples of proposed projects are: (a) purchase and 
remodeling of facilities for a new binational center in Spain, (6) con- 
struction of an annex to a center in Colombia, (c) construction of a 
building to house a center for American studies at the University of 
Bologna. 

The countries with which agreements have been reached on textbook 
projects are: Austria, Brazil, Colombia, Finland, Greece, Italy, Korea, 
Mexico, Pakistan, Peru, Poland, Spain, Thailand, Turkey, and 
Yugoslavia. 

The countries with which agreements have been reached on bina- 
tional center projects are: Austria, Bolivia, Brazil, Colombia, Ecua- 
dor, Iran, Italy, Korea, Mexico, Pakistan, Peru, Spain, Thailand, 
and Turkey. 

Obligations for the program for fiscal 1957 amounted to $50,000. 
The estimate for fiscal 1958 is $2,087,000. 


E. RESPONSIBILITIES IN OTHER PROGRAMS 


The United States Information Agency has certain responsibilities 
with respect to two programs for which the Department of State 
bears the principal responsibility, namely the exchange of persons 
program and the cultural presentations program. The USIA provides 
on a reimbursable basis the administration of the India wheat, the 
Finnish debt, and the overseas parts of the exchange of persons pro- 
grams. The USIA also has domestic coordinating responsibility and 
overseas promotional responsibility for the cultural presentations pro- 
gram. Further information on these programs is contained in chapter 
6, “Programs of the Departments of State.” 
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CHAPTER 9. PROGRAMS OF THE DEPARTMENT OF DEFENSE 


A. INTRODUCTION AND SUMMARY 


In terms of size and cost, by far the most important program of 
the Department of Defense having both international and educational 
aspects is the military assistance program. Under authority of the 
Mutual Security Act of 1954, as amended, the Department provides 
both materiel and training assistance to a number of other countries. 
This report is concerned principally with the training, although the 
materiel is also largely used for training assistance. The estimate of 
obligations for training only, under this program, for fiscal 1958 is 
$69 million. 

The training is principally of technical nature. Some of it is given 
in United States service schools. 

Other programs of the Department which are both international 
and educational in nature include the following: (1) education of a 
small number of foreign cadets in the United States Military and 
Naval Academies; (2) training of a limited number of United States 
officers in foreign military schools; (3) arrangements for certain offi- 
cers on active duty to study abroad under scholarship programs such 
as the Rhodes and Fulbright scholarships; (4) assignment of a small 
number of Army officers to special suihe in foreign universities; (5) 
tuition assistance to United States military personnel enrolled in 
foreign institutions of higher learning; and (6) programs for the 
higher education of Ryukyuan youth and national leaders in the 
United States and for assistance by American educators in the develop- 
ment of the University of the Ryukyus. 


B. DEPARTMENTS OF THE ARMY, NAVY, AND AIR FORCE 






















1. Military assistance program (MAP) 

With the overall objective of strengthening the basis of collective 
military defense, the Department of Defense is assisting a selected 
number of allied countries to strengthen their internal security and 
develop their military forces."* | The Department provides both ma- 
teriel and training assistance. This report is concerned principally 
with the training, although much of the equipment is used for instruc- 
tional purposes and thus also constitutes an aid to education and/or 
training on an international scale. 

The Department of Defense provides training assistance only in 
response to specific requests which are presented by an authorized 
representative of the foreign government concerned. Such requests 
are normally presented to the resident Military Assistance Advisory 
Group (MAAG). All training requirements are carefully reviewed 
by the MAAG and the unified command concerned to insure that they 
are essential and in accordance with current policy. Training pro- 
grams undertaken, including those executed by the personnel assigned 
to the MAAG, must be consistent with MAP objectives (including 
force objectives of the country concerned), approved priorities of ac- 
complishment, and realistic appraisal of approved and proposed MAP 
materiel programs. 


18 Legal authorization : Mutual Security Act of 1954, as amended. 
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To make the program “mutual,” the Department stresses self-help. 
It makes maximum use of indigenous resources and capabilities in 
meeting training requirements. It uses training facilities of other 
foreign countries where feasible, at the expense of the requesting 
country. Requirements which are beyond the country’s capability 
are provided, to the extent possible, by personnel assigned to the 
MAAG. . Required training which cannot be provided from ae 
nous resources, foreign countries, or by personnel assigned to the 
MAAG is conducted in the United States overseas facilities insofar 
as possible (e. g. units, schools, installations, and facilities). When 
training cannot be conducted overseas it is furnished at training 
establishments located in the United States. ; 

The Department places emphasis upon the training and indoctri- 
nation of commanders, staff officers, and supervisory personnel who 
are responsible for operating systems and organizations, and stresses 
instruction in United States doctrines, policies, techniques, and 
systems. 

Students selected for training in United States schools are generally 
instructor-type personnel rather than cadre-type personnel, and are 
utilized, upon completion of such training as instructors. When re- 
quired in specific countries or for specific equipment, training is pro- 
vided to fill actual deficits in skills or to train a “hard core” or cadre 
of professional military personnel. 

Students selected for United States schools must meet the standards 
set for United States personnel in the school catalogs. In general, 
proficiency in the English language is a prerequisite for attendance 
at United States service schools. 

Chiefs of MAAG’s request and encourage recipient countries to de- 
velop and maintain current projected inventories of appropriate 
military and civilian skilled personnel resources to be used as the 
basis for determining current and future training requirements. 

The training program provides the following specific types of assist- 
ance either on a grant-aid or reimbursable basis: 

(1) United States schools and facilities-—This type of training 
includes courses in United States operated schools such as the Armed 
Forces Staff College, the Naval War College, and the Air University ; 
observer training which involves observation, application, demon- 
stration, and working with United States personnel in various mili- 
tary activities; and orientation visits to United States operated fa- 
cilities by senior foreign military personnel. This training may be 
accomplished in overseas installations or in the United States. 

(2) Mobile training teams.—These teams are composed of United 
States service instructors and technical personnel organized, trained, 
and equipped to give on-the-ground instruction in the maintenance 
and operation of specialized and complicated equipment furnished 
under the materiel program, or to assist in the establishment and re- 
vitalization of maintenance, supply, training, and other systems. The 
teams go directly to the country receiving this materiel and train 
students by practical demonstration upon the equipment. Upon com- 
pletion of the instruction period, certain students are selected from 
those trained to continue the job of training on the particular equip- 
ment being used. Since personnel required for this type of training 
are highly qualified technical personnel in demand at United States 
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military activities, these teams are not utilized when other types of 
a would be satisfactory. 

(8) Lechnical representatives.—Technical representatives, com- 
monly called contract technicians, are specialists who provide field in- 
struction on newly developed equipment or who assist recipient coun- 
tries as advisers on the operation and maintenance of specific items of 
equipment. They also may be used to train initial instructor cadres 
and establish courses of instruction for such equipment. Technical 
representatives who are provided as a part of a contract service under 
the materiel program are not included in the training program. 

(4) Training missions and growps.—This part of the program pro- 
vides for personnel assigned to the MAAG solely or primarily for the 
accomplishment of training assistance and activities. 

The United States is currently giving assistance in military training 
to 39 countries; namely : 

Belgium Greece Thailand 
Denmark Iran Vietnam 
France Iraq Brazil 
Germany Pakistan Chile 
Italy Saudi Arabia Colombia 


Luxembourg Turkey Dominican Republic 
Netherlands Cambodia Ecuador 


Norway Japan Guatemala 
Portugal Cuba Haiti 
Spain Korea Honduras 
United Kingdom Laos Nicaragua 
Yugoslavia Philippines Peru 
Ethiopia Taiwan Uruguay 

During the fiscal years 1950-57, the Department of Defense pro- 
vided 118,000 man-courses which were completed under this program. 
An estimated average of 10,000 foreign nationals annually received 
this training. The training phase of the military assistance program 
is currently expanding. 

Obligations for the training (only) given foreign nationals under 
the program for the fiscal year 1957 amounted to approximately $62 
million. The estimate for fiscal 1958 is $69 million. 

2. Foreign students at United States service academies 

The United States Military and Naval Academies train a small num- 
ber of foreign cadets to become commissioned officers of their own 
armed forces and maintain liaison with this and other countries.’® 

The records of the United States Military Academy show that, from 
1816 to date, 133 foreign students have been admitted there. Alto- 
gether, 13 were admitted during the 18th century. 

From 1901 to 1957, 120 foreign cadets were added to the rolls of the 
Academy. Since 1901, those who have graduated include 8 from 
China; 36 from the Philippines; 5 each from Costa Rica, Panama, and 
Thailand (Siam) ; 6 each from Ecuador and Venezuela; 3 from Cuba; 
2 each from Guatemala, Mexico, and Peru; and 1 each from Colombia, 
the Dominican Republic, and Nicaragua. 

The Naval ‘ingle has a much shorter history of foreign midship- 
men training. The first midshipmen came from the Philippines in 
1919. The American Republics followed in 1842 and Belgium in 1955. 


1% Legal authorization: Title 10, United States Code. 
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At present, there are 12 cadets at the United States Military Acad- 
emy and 17 midshipmen at the United States Naval Academy. The 
Academies attend to all phases of administration. The United States 
Air Force Academy does not expect to enroll any foreign cadets prior 
to 1963, when the Academy will have reached its full strength and all 
facilities will be in operation. The foreign cadets are carefully se- 
lected young men who meet the academic and other standards of the 
United States Academies. 

Bills have been introduced in Congress which would increase the 
number of foreign cadets admitted to the Academies. 

Obligations of the Department of Defense for this purpose for the 
fiscal year 1957 amounted to approximately $152,000. The estimate 
for fiscal 1958 is $150,000. 

3. United States officers attending foreign military schools 

The United States Army, Navy, and Air Force are providing train- 
ing for a limited number of their officers in the service schools of other 
countries.*° Originating prior to 1900, this program has expanded 
considerably since the negotiation of training agreements with Great 
Britain in 1949 and with Canada in 1950. 

The appropriate United States military department and the appro- 
priate military echelons of the host nation together work out the train- 
ing provisions. Generally, the United States military attaché or other 
senior officer stationed in the host nation and the training organization 
of the host service make the arrangements. The commandant of the 
host school is responsible for the training. 

Many of these training relationships are of long standing. They 
reflect a high state of mutuality of interest and understanding be- 
tween the United States military personnel and the host military 
establishment. 

There has been no great change in the number of United States 
officers attending foreign military schools within the last several 
years, and none is expected. Under this program at present 52 
majors, lieutenant colonels, and colonels are studying in the mili- 
tary schools of 8 foreign countries, namely: Great Britain, France, 
Canada, Italy, Australia, Spain, Pakistan, and India. 

Obligations for this program for fiscal 1957 amounted to approxi- 
mately $400,000. The estimate for fiscal 1958 is the same. Assigned 
officers perform some military duties in addition to their training, 
thus vedeiioin the cost by an amount which cannot be estimated in 
precise terms. 


4. Officer education abroad under scholarship programs 


For several years officers of the United States Armed Forces have 
had permission to apply for scholarships, such as the Rhodes and 
Fulbright awards, for study in other countries.”* Officers volunteer- 
ing to compete for such scholarships do so individually, in competi- 
tion with other officer and civilian candidates. 


~*~ Legal authorization: Arrangements for this training are based upon agreements nego- 
tiated between the Department of Defense and/or the appropriate military department 
for the United States, and the appropriate ministry or military organization of the host 
nation for its government. The agreements are of an informal character and reflect the 
comity among the Armed Forces of the United States and those of the allied and friendly 
powers concerned in these programs. 
: 7 Authorization : Invitation of scholarship trustees or administering agency, and service 
nstructions. 
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An officer who obtains such a scholarship may receive orders for 
full-time duty at the university or other institution at which he will 
pursue a course of study. An appropriate United States military 
attaché or other senior officer in the area of the institution usually has 
command over a junior officer assigned to this training. 

Under such arrangements about 18 United States officers each year 
are studying in foreign institutions. The number is expected to con- 
tinue small. United States officers holding scholarships are currently 
enrolled in colleges in England, France, and West Germany. 

Obligations of the Departments of the Army and Navy for this 
purpose for fiscal 1957 amounted to approximately $90,000. The esti- 
mate for fiscal 1958 is $135,000. These amounts represent the pay 
and allowances of the officers receiving training under this program.” 
However, during their training these officers perform certain military 
duties, thereby reducing the cost by an amount which cannot be pre- 
cisely determined. 

The training accomplished under this program invariably meets a 
requirement for advanced skills or knowledge. This would ordi- 
narily be obtained by a training contract involving tuition and related 
academic costs, in addition to the pay and allowances of the officers. 
5. Foreign areas specialist training program 

For many years the Army has trained personnel in leading univer- 
sities located in a number of friendly foreign states. For example, 
professors of foreign languages at the United States Military Acad- 
emy are given training in universities located in nations in which 
these languages are native. Similarly, certain advanced training in 
hydraulic engineering is accomplished in the Netherlands. More re- 
cently, the Navy and Air Force have participated in such arrange- 
ments. 

Under this program officers receive orders for full-time duty as 
students at the universities utilized. The United States military 
attaché or other appropriate senior officer in the area of the utilized 
institution has command over the officers assigned to this training. 
In fiscal 1957 there were six officers receiving such training. At pres- 
ent 9 officers are assigned to such training in 5 countries, namely, 
Sweden, Germany, Spain, France, and the Netherlands. The number 
of officers assigned to such training is expected to continue small. 

Obligations of the Department for tuition and related expenses for 
fiscal 1957 amounted to $4,282. The estimate for fiscal 1958 is $7,000. 
Obligations for pay and allowances for these officers are additional. 
Pay and allowances are the same as for officers of like grade and indi- 
vidual circumstances assigned to other duty. 

6. Foreign tuition assistance for United States military personnel 

The United States Army, Navy, and Air Force give military per- 
sonnel tuition assistance when they volunteer to take courses at nearby 
educational institutions during their off-duty time which will con- 
tribute to improve performance of duty or lead to a high-school 
diploma or ofeats degree.** 






2 Fulbright awards to officers on active duty do not carry additional stipends. 
73 Within the overall training authority of the military departments. 

* Legal authorization: Title VI of Public Law 85-117, 85th Cong. (Department of 
Defense Appropriation Act of 1958). 
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The Department of the Army established the first tuition-assistance 
program in 1942. By 1950 all military services had their own tuition 
assistance programs. ‘These programs are still in effect today. 

In establishing the tuition-assistance program, the services have 
made the provision that any college or university attended by military 
personnel must be listed in a current edition of the Education Direc- 
tory, Part III, prepared by the United States Office of Education. 
Otherwise, the credits of the institution must be acceptable to three 
institutions listed in that directory. Therefore, the attendance at 
foreign institutions of higher learning under the tuition-assistance 
program is somewhat restricted. 

Records indicate that American service personnel in the past at- 
tended institutions in nine foreign countries (Azores, Egypt, Guam 
Hawaii, Japan, Lebanon, Panama, the Philippine Siac an 
Sweden). 

The present enrollments are approximately 309 in the University of 
Sophia, Japan; 75 in the Territorial College of Guam; 356 in the 
University of the Philippine Islands; 1,000 in the University of Ha- 
waii; 81 in the American International College, Azores; and 10 in 
the Canal Zone Junior College—a total of 1,830 officers and enlisted 
personnel. The number in future will largely depend upon the total 
number of military personnel overseas. 

The program is administered in accordance with the individual 
service directives. 

Obligations for the program amounted to approximately $82,000 
for fiscal 1957 and the same for fiscal 1958. (The actual figure is not 
available inasmuch as this segment of the tuition-assistance program 
is not separately funded.) 


C. DEPARTMENT OF THE ARMY 


1. Educational exchange—Ryukyuan students 
Since the end of World War II, the Congress has ss ve sha 
his 


priated funds for government and relief in occupied areas. eg- 
islation provides the statutory authority for civil information and 
education, as well as administration and economic aid, in those foreign 
areas under occupation status by the Department of the Army. A 
major role in providing civil information and education in the oc- 
cupied areas is performed by the Army’s exchange-of-persons pro- 
gram, through which selected Ryukyuan students are brought to the 
United States.2® As of August 1957, over 300 students had had the 
opportunity to study from 1 to 4 years in this country. The students 
have returned to a great variety of occupations which are a reflection 


of the studies they pursued while they were in the United States. The 
purpose is— 


To develop (in the Ryukyu Islands) actual and potential leaders in the fields of 
government, economics, science, industry, education, and sociology oriented 
toward American principles of democracy, traditions, ideals, and institutions. 

The United States Civil Administration in the Ryukyus screens and 
selects the students. The Army conducts the educational program 
through contract with the Institute of International Education (a non- 


% Legal authorization: Public Law 85-170, 85th Cong., exchange of persons programs 
Office of Civil Affairs and Military Government, U. S. Army. 
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profit organization in New York City). The institute is responsible 
sa placement and travel of students in the United States and for 
payment of their tuition, fees, and monthly stipends. 

In the academic year 1958, 61 students from the Ryukyus studied i in 
38 institutions of higher education in the United States. It is expected 
that the number of students will continue about the same. 

Obligations for the program for fiscal 1957 amounted to $165,770. 
The estimate for fiscal 1958 is $194,470. 

The students have returned to the Ryukyu Islands to engage in a 
great variety of occupations reflecting the studies they pursued in the 
United States. Some of them are now on the faculty of the Univer- 
sity of the Ryukyus. 


2. Educational exchange—Ryukyuan national leaders 


The Army’s exchange-of-persons program involving national lead- 
ers from Okinawa was initiated in fiscal year 1950 as a ‘long- range task 
of developing in the Ryukyus genuine understanding of the concepts of 
democratic thought and action and of individual liberties and human 
rights. This has been done by bringing national leaders to the United 
States and by sending consultants to the Ryukyus. National leaders 
are selected by the chief executiv e, government of the Ryukyu Islands, 
and approved by the departments of the United States civil adminis. 
tration of the Ryukyu Island.” The purpose is “to provide present 
and potential Ryukyuan leaders an opportunity through selected tours 
to study and observe in America various phases of agr riculture, public 
administration, commerce, industry, banking, public utilities, public 

safety, and similar areas so they can contr ibute to the economic, social, 
political, and cultural processes of the United States.” 

The Department of the Army administers the program, mainly 
through sponsorship agreements with certain Federal agencies (De- 
partments of Agric ulture: Commerce; Labor; Health, Sducation, and 
Welfare) and with advice from other Federal, State, and local gov- 
ernment agencies. Certain projects are sponsored directly by the De- 
partment of the Army. Occasionally, a nongovernmental organiza- 
tion is called upon to handle the administration of a project. 

In fiscal 1958, 10 Ryukyuan national leaders received opportunities 
to study and observe in the United States in the fields of education, 
taxes, newspaper publication, and labor. There is no considerable 
trend toward increase or decrease in this program. 

Obligations for the program for fiscal 1957 amounted to $34,500. 
The estimate for 1958 is $34,530. 

3. Inter-umiversity mission 

Under the sponsorship of the United States civil administration of 
the Ryukyus (USCAR), the University of the Ryukyus was estab- 
lished at Shuri, Okinawa, in 1950. The purpose was to provide post- 
high-school education in the arts, sciences, and professions because of 
the serious shortage of trained Ryukyuans, particularly teachers. 
Early in 1951, USCAR requested that a group of educators, sponsored 
by an American university, be selected to assist in the development of 
the University of the Ryukyus. In response to a request of the De- 
partment of the Army, the American Council on Education recom- 








* Legal authorization : Public Law 85-170, 85th Cong. 
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mended Michigan State University (then college) to sponsor the 
mission. Through the academic year 1951-52, the American Council 
on Education administered the project under contract with the Army. 
Since that time, yearly contracts have been negotiated between the 
Department of the Army and Michigan State University. On July 1, 
1955, a new contract was : signed for a 3-year term and, su ject to appro- 
priations from the Congress, became operative.” 

The members of the mission advise both the University of the 
Ryukyus and the United States civil administration of the Ryukyu 
Islands, especially regarding the administration, curriculum develop- 
ment, and extension activities. 

This program currently is using the services of six American college 
professors. 

Obligations for the program for fiscal 1957 amounted to $79,960. 
The estimate for fiscal 1958 1s $80,000. 


Cuapter 10. ProGraMs or THE DeraRTMENT or Heautru, Epucation, 
AND WELFARE 


A. INTRODUCTION AND SUMMARY 


Four constituent agencies of the Department of Health, Education, 
and Welfare are carrying out programs of interest in the field of inter- 
national education. ‘These agencies are the Office of Education, the 
Office of Vocational Rehabilitation, the Public Health Service, and the 
Social Security Administration. Most of the international educa- 
tional programs of these agencies involve administrative and financial 
arrangements with other agencies of the United States Government. 

Programs administered by the United States Office of Education 
relate to teacher exchange with other countries, international teacher 
education, research and dissemination of information on education 
abroad, recruitment of educational specialists for service in programs 
of technical assistance to other countries, technical cooperation pro- 
gram training, and informal services to foreign educators visiting the 
United States. 

The Office of Vocational Rehabilitation participates in the training 
of certain foreign nationals for vocational rehabilitation work. 

The Public Health Service provides a limited number of research 
grants, research fellowships, and research training grants to United 
States citizens for research or study abroad and to foreign nationals 
for study in the United States. It ‘performs certain recr ‘uitment and 
guidance services for the International Cooperation Administration, 
and some training services for the World Health Organization. 

The Social Sec urity Administration carries on international ex- 
change activities in its major competencies—social insurance, social 
assistance, child health and welfare, and credit cooperatives. 


B, OFFICE OF EDUCATION 
1. Teacher exchange 


The first formal arrangement for an exchange of teachers between 
the United States and another country began in 1946. In that year, 


* Legal authorization : Public Law 85-170, 85th Cong. 
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upon the request of the British Foreign Office, the United States 
Department of State organized a committee composed of leading edu- 
cational and professional organizations to assist in establishing a 
teacher-exchange program between the two countries. 

A member of the staff of the Office of Education served as chairman 
of the committee. Activities in connection with the exchange centered 
in the Office of Education. 

During the 1946-47 academic year, 74 pairs of teachers (matched 
with respect to subject field, et cetera) were exchanged. The follow- 
ing year a similar program was initiated with Canada; and during 
1948-49 a third country, France, began to exchange teachers with the 
United States. 

When the Fulbright program ** became effective with the United 
Kingdom and France the existing exchanges were continued under 
that program. As executive agreements were signed with other coun- 
tries these interchange arrangements were adopted in some instances. 
In others, one-way arrangements were made for American teach- 
ers to teach in schools abroad. In a few cases teachers from abroad 
have been placed in American institutions on one-way assignments. 

Activities of the Teacher Exchange Section—The Teacher Ex- 
change Section of the Office of Education currently makes arrange- 
ments for the exchange of teachers between the United States and 
countries that have signed executive agreements under the Fulbright 
Act and the United States Information and Educational Exchange 
Act.” 

The Teacher Exchange Section prepares and distributes publicity 
materials relating to the exchanges; accepts and screens applications; 
engages in selective recruiting activities; receives the a plications of 
foreign teachers; negotiates with school officials in the United States 
for the placement of foreign teachers on exchange or one-way assign- 
ments; prepares panels of recommended teachers to be considered by 
the Board of Foreign Scholarships,” the Department of State, and 
school officials abroad ; arranges for the orientation of the participat- 
ing exchange teachers; conducts evaluative studies; and prepares 
reports on the teacher exchange program. 

Numbers and costs—From 1946 to 1957 a total of 4,271 teachers 
participated in the following categories: 1,624 matched pairs, 633 one- 
way to foreign countries, 90 one-way to the United States, and 300 in 
summer seminars overseas. Of these, 515 participated in 1957. <A total 
of 566 grants have been recommended for 1958. 

The number of foreign countries participating in the program as 
well as the number of grantees has grown annually. <A total of 55 
foreign states have been represented in the exchanges since 1946. 

Office of Education budgetary obligations for the program for 
eat ar amounted to $75,537. The estimate for fiscal 1958 is 

88,787. 

These figures represent the administrative costs of the Office of 
Education, including staff salaries and travel, supplies, printing and 
mailing costs, and similar items. They do not include any grants to 
the participants. The administrative cost per participant in 1957 
was approximately $147. The funds for this activity are transferred 


7% Public Law 584, 79th Cong. (the Fulbright Act). 
*® Public Law 402, 80th Cong. (the Smith-Mundt Act). 
* Authorized by the Fulbright Act. 
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to the Office of Education by the International Educational Exchange 
Service of the Department of State. 

Educational levels of teacher eachange.—A majority of the ex- 
change teachers have been from elementary and secondary schools. 
A number have come from teacher-training institutions and a few 
from other institutions of higher education. 

The greatest impact made by the teacher exchange program at the 
higher educational level is in the field of teacher education. American 

articipants go to many countries to teach the English language and 
iterature. They also conduct seminars and workshops with native 
teachers to demonstrate teaching methods, discuss educational philoso- 
phy, and improve the quality of instruction. 


2. International teacher education 


The teacher education program has its origin in an act of Con 
in 1944,** which provided for the training of Latin American senahene 
in vocational eineanidas English as a second language, and other 
specialized fields. Later acts of Congress extended the program to 
worldwide scope.** Since 1951, more than 100 groups of approxi- 
mately 20 educators have participated in teacher training pro, s 
at 52 different colleges wail universities in 27 States, the District of 
Columbia, and Puerto Rico. 

A cooperative arrangement.—The Office of Education administers 
the teacher-training program in cooperation with the International 
Educational Exchange Service, Department of State. After a 2-week 
orientation period in Washington, D. C., groups of visiting educators 
are assigned to selected colleges and universities. Group-study pro- 
grams of approximately 12 weeks’ duration are arranged. A coordina- 
tor is appomted from the faculty, and advisory and steering com- 
mittees representing many phases of college and community life are 
selected. 

The programs combine practical community experience and com- 
munity lectures or seminars to acquaint the teachers with the prin- 
ciples and methods of instruction, administration, and organization 
as developed and practiced in the United States. 

After the period of residence at a college or university, the visitin 
teachers receive assignment to a State department of education an 
subsequently to a school community in another State for 6 weeks. 

About 2 weeks before they depart from the United States the teach- 
ers return to Washington, D. C., to discuss their experience in educa- 
tion with staff members of the Office of Education and to prepare a 
report of their activities in this country. 

During the current year 359 teachers, supervisors, school adminis- 
trators, and ministry of education officials from 53 foreign countries 
will participate in the program. They are expected to observe in more 
than 8,000 public and private schools in at least 40 States, the District 
of Columbia, and the Commonwealth of Puerto Rico. They will make 
more than 13,000 talks and speeches to student, teacher, civic and 
church groups, and to other organizations. Visiting in more than 
10,000 American homes, they are expected to meet and talk with over a 
million Americans, sharing with them ideas on custom, history, cul- 
ture, and educational development. 


Public Law 355, 76th Cong. 
#@ Public Law 584, 79th Cong. (the Fulbright Act); Public Law 402, 80th Cong. (the 
Smith-Mundt Act) ; Public Law 265, 8ist Cong. (the Finnish Education Act). 
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Obligations for the program for the fiscal year 1957 amounted to 
$1,026,037. The estimate for fiscal 1958 is $1,100,000. 

These figures do not include the obligations for teacher exchange. 
They include administrative costs of the Office of Education and 
grants to the participants to cover the following items: Maintenance 
while in the United States, travel within the United States, tuition 
and other instructional costs at university centers, and a book allow- 
ance. The total of these costs per participant in 1957 was approxi- 
mately $2,858. Approximately 420 grants are planned for 1958. The 
program is gradually expanding. The funds for this activity are 
transferred to the Office by the International Educational Exchange 
Service of the Department of State. 

3. Research and information on education abroad 

The first annual report of the first United States Commissioner of 
Education (1868) included information on education in other coun- 
tries. Through the intervening years the Office of Education has 
issued many bulletins and, on request of Government agencies or edu- 
cational organizations, has taba numerous special studies dealing 
with education in other parts of the world.* 

A national service.—The purpose of this work is to provide informa- 
tion on educational institutions and programs for the use of United 
States educators, Government departments, and the general public. 

The International Educational Relations Branch of the Office of 
Kducation carries on the following activities: 

(1) Research: Studies of education in other countries, preparation 
of bibliographies on comparative and international education, and 
news notes on comparative education ; selected country reports for Gov- 
ernment agencies operating programs overseas. 

(2) Advisory service to higher educational institutions and Gov- 
ernment agencies regarding foreign educational institutions and pro- 
grams, as a basis for the interpretation of educational credentials for 
foreign students, for the establishment of eligibility of dependents 
for medical care, and similar matters. 

(3) Information and advice to the Department of State on the 
programs of international organizations insofar as they relate to 
education. 

The work of the International Educational Relations Branch is 
concerned with education in all foreign countries. Obligations for 
these activities for the fiscal year 1957 amounted to $141,798. The 
estimate for fiscal 1958 is $184,735. These funds are included in the 
annual appropriations to the Office of Education. 

Information exchange and international conferences—This pro- 
gram provides a channel for the exchange of information regarding 
educational programs between the United States and other countries. 
It supplies a basis for comparison of United States educational phil- 
osophy and practices with those of other countries. It also provides 
a basis for assistance in the preparation of materials and formulations 
of positions, insofar as education is concerned, in international confer- 
ences and other activities. 


% Legal authorization: Act of May 28, 1896, 29 Stat. 140; 29 Stat. 171. 
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4. Recruitment of educational specialists 

Under a working agreement with the International Cooperation 
Administration the Office of Education is carrying out a program for 
the recruitment of specialists in higher education.* The Office re- 
cruits these specialists for service in ICA programs of technical 
assistance to underdeveloped countries. The Office also provides 
professional backstopping for these persons. 

This program dates back to 1952 when technical assistance operated 
under three agencies, the origmal Institute of Inter-American Affairs 
in South America, the Mutual Security Administration in countries 
of the Far East, and the Technial Cooperation Administration pro- 
gram in Europe and the Middle East. Each of these progres oper- 
ated on a somewhat different basis with respect to the recruitment, 
employment, and assignment of educational specialists to overseas 
programs. 

In 1954 these three agencies were combined under the Foreign Oper- 
ations Administration; and subsequently under the present Interna- 
tional Cooperation Administration, all educational technicians be- 
came employees of the ICA. Recruitment of educational technicians 
and rendition of profesisonal backstopping services, originally con- 
ceived as a logical contribution to the foreign-aid program by the 
Office of Education, has been continued through a working agreement 
with the ICA. 

Recruitment procedure.—ICA transmits to the Office of Education 
a request for an educational specialist needed in the technical assist- 
ance program of a certain country. The recruiting staff selects the 
best professionally qualified person available for the position. The 
services of specialists in the Office of Education, State departments of 
education, and higher institutions of learning are utilized in making 
the final selection. Nominations for the position in question are then 
made to ICA for transmission to the field for mission and host country 
decision. Detailed biographical data are furnished on every rec- 
ommendation. 

Education programs are in operation in most of the countries where 
ICA has established United States overseas missions. About 40 coun- 
tries now have education programs, with considerable expansion in 
Africa contemplated. Approximately 300 American educational 
specialists, exclusive of college contract employees, are serving in these 
programs. About 90 specialists are selected each year to provide for 
replacements and expansion of program activities. 

Approximately half of the educational technicians sent abroad 
come from institutions of higher education in this country, the great 
majority of them from the teacher-training field. ‘They in turn work 
with teacher-training institutions and specialists in teacher training 
in host country programs. 

Obligations for the recruitment program for the fiscal year 1957 
amounted to $83,344. The estimate for fiscal 1958 is$91.230. 

These figures represent the administrative costs of the Office of 
Education only, including staff salaries and travel, supplies, postage, 
etc. The cost of sending the specialists abroad and maintaining them 


“ Legal authorization : Mutual Security Act of 1954, as amended. 
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there will be reflected in the cost figures of ICA. The funds for this 
activity are transferred to the ce of Education by the Interna- 
tional Cooperation Administration. 


5. Technical cooperation program training 


Under an interagency agreement with the International Coopera- 
tion Administration dated December 18, 1956, the Office of Education 
provides for the training of certain foreign nationals in the United 
States.*° 

Such training antedates the current interagency agreement. The 
Office of Education received its first trainees, a total of 9 from Afghan- 
istan, Pakistan, and Brazil, in the fiscal year 1952. The number of 
trainees in subsequent fiscal years has varied as follows: In 1953, 142; 
1954, 428; 1955, 700; 1956, 598; 1957, 542; 1958, 644. The number in 
1959 is expected to be 500. 

The purpose is the development of the economic strength of less- 
advanced countries friendly to the United States. 

Academic and practical training —The majority of participants in 
the program come to the United States for a period of 6 to 12 months. 
They may be given academic and practical training, or entirely aca- 
demic training. In some instances, because of position and better pro- 
fessional preparation, they follow an itinerary including visits to out- 
standing educational pursuits for the entire period of their stay in the 
United States. 

The total includes regular participants and special seminar groups. 
The trainees have been veabhar school administrators, and educa- 
tional ministry office personnel. 

Obligations for the program for fiscal 1957 amounted to $1,359,702. 
The estimate for fiscal 1958 is $1,701,390. 

These figures represent the administrative costs of the Office of Edu- 
cation and grants to the participants to cover the following items: a 
maintenance allowance while in the United States; travel costs within 
the United States; tuition and other instructional costs at univer- 
sities and training centers; and a book allowance. The total of these 
costs per participant in 1957 was approximately $2,507. The cost of 
travel of the participants to and from the United States is paid by the 
International Cooperation Administration and/or by other govern- 
ments or foreign agencies. 

In 1957, over 128 institutions of higher education cooperated with 
the Office as primary training centers and as many more extended their 
services for brief visits ant observation of classes. Several special 
seminars for 2 to 3 months have also been developed with universities. 
Of the 644 participants in fiscal 1958, almost one-third were from uni- 
versity and teacher college staffs. 


6. Services to nonprogram visitors 


The Office of Education provides certain services to foreign edu- 
cators visiting the United States who are not on programs sponsored 
by the United States Government. This activity is usually called 
“services to nonprogram visitors.” The purpose is to aid such persons 
to carry out their educational objectives in the United States as 
effectively and expeditiously as possible.” 


*® Legal authorization : The Mutual Security Act of 1954, as amended. 
%* Legal authorization: Basic statutes establishing the Office of Education and expanding 
its functions—14 Stat. 484; 15 Stat. 106; 29 Stat. 140, 171. 
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Throughout the entire existence of the Office, foreign governments 
have called upon the Office for information regarding United States 
education and have referred many of their own educators to the Office 
for advice and assistance in studying the educational system of the 
United States at all levels. Large numbers of visitors have come to 
the Office at their own accord, 

Staff members of the Educational Exchange and Training Branch, 
as well as other members of the professional staff of the Oflice, meet 
foreign visitors referred to the Office by other Government depart- 
ments and by foreign governments or embassies, or who come to the 
Office of their own accord for assistance in the field of education. 
Services vary from a single interview to the preparation of ones 
national itineraries, contacts with local sponsors, travel and hotel 
arrangements, furnishing of publications, and final evaluation of the 
results. In the period from yaly 1, 1954, to June 30, 1957, a total of 
534 persons from 57 countries, representing all areas of education and 
including many leaders, such as staff members of ministries of educa- 
tion, an education commission from South Africa, a 19-member educa- 
tion team from Egypt, university presidents and faculty members and 
many others have been served. A relatively small number of the 
visitors have represented other fields, including journalism, youth 
leaders, labor leaders, Government administrators of ministries other 
than education, and others. The current rate is over 200 visitors per 
year and is expected to increase. 

There is no specific appropriation for this program and the cost 
is not shown as a separate budget item. 

7. Training for Ryukyuan visitors 

In addition to the major programs described above, the Office occa- 
sionally provides training programs for visitors from the ee 
Islands. Funds for these programs are transferred to the Office by 
the Department of the Army. In 1958 a single program for two 
visitors was carried out at a budgeted cost of $6,325 and an actual 
arte of $5,256. This included administrative expenses of the 
Office, travel, and maintenance grants to the visitors, and the salary, 
per diem, and travel of a full-time interpreter. 


C. OFFICE OF VOCATIONAL REHABILITATION 


Training foreign personnel in rehabilitation 

The Office of Vocational Rehabilitation, as one of the constituent 
branches of the former Federal Security Agency and the present De- 
partment of Health, Education, and Welfare, has participated in the 


an of foreign personnel in the field of vocational rehabilitation 
of the disabled since 1946.* 


Aspects of the program 
Three full-time and one part-time staff members develop, recom- 


mend, and supervise training programs in rehabilitation processes and 
techniques to suit the wide variety of needs of trainees from many 


* Under authority prescribed by the following legislation (as amended) Executive order, 
and permissive delegation: The United Nations Participation Act of 1945, Public Law 
264, 79th Cong., United States Information and Educational Exchange Act of 1948, 
Public Law 535, the Act for International Development, Title IV, 8ist Cong.; Public Law 
A teen. Cong., Mutual Security Act of 1951; Executive Order No. 10159, dated September 
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foreign countries. Examples of the professional fields related to the 
program are et medicine; physical, occupational, and speech 
therapy; rehabilitation counseling; rehabilitation center administra- 
tion ; psychology ; social work; and rehabilitation nursing. There are 
close working relationships with rehabilitation facilities, universities, 
and other technical and professional training facilities to develop 
training opportunities. 

The program includes Office of Vocational Rehabilitation staff par- 
ticipation on the interdepartmental committees for policymaking pur- 
poses and recruitment of specialists for assignment to foreign countries 
where programs are being initiated. 

The trainees have included physicians, neurosurgeons, orthopedic 
surgeons, neurologists, nurses, occupational and physic al and speech 
therapists, counselors, teac thers for the blind, the deaf, and the men- 
tally retarded, vocational training specialists, administrators, and so- 
cial workers. Including trainees sponsored by the United Nations 
as well as those sponsored by the United States Government, since 
1946 about 250 persons have received training in voc: ational re- 
habilitation for more than 2 months and over 635 for 2 months or 
less representing almost 60 different countries. 

During fiscal year 1957, there were 34 International Cooperation 
Administration training participants who received training for 2 
or more months (of these 8 were sponsored by United Nations) and 
127 International Cooperation Administration participants for 
shorter periods. International Cooperation Administration funds 
were transferred to the Department of Health, Education, and Wel- 
fare for the Office of Vocational Rehabilitation as grants to the par- 
ticipants in the amount of $25,033; for salaries and expenses to ad- 
minister this program $21,875 was obligated by the Office of Voca- 
tional Rehabilitation. 

In fiscal year 1958, there were 25 International Cooperation Ad- 
ministration longer term trainees (of these 5 were sponsored by 
United Nations) and 108 for less than 2 months. International Co- 
operation Administration funds were transferred to the Department 
of Health, Education, and Welfare in the amount of $11,273.49 for 
trainee grants and $23,864 for salaries and expenses. 

During fiscal year 1958, International Cooperation Administration 
funds were used for the payment of salaries and expenses for three 
persons to administer the training program. One-third of the time 
of another person is devoted to international activities in connection 
with training. In addition, during the course of the training pro- 
gram, other staff members of the Office of Vocational Rehabilitation, 
both in the central office and in regional offices, devote time to plan- 
ning for and discussing the voc ational rehabilitation program with 
the trainees. The man-hours involved could be approximated as 580 
per year. 

While there was a slight decrease in the number of trainees in fiscal 
year 1958 as compared to 1957, fiscal year 1958 shows a substantial 
increase. It is estimated that 46 trainees on a long-term basis of over 
2 months will be given long-term training programs in 1959. It is 
expected that 16 of these trainees will be sponsored by the United 
Nations and specialized agencies and the remainder by International 
Cooperation Administr: ation. In addition, it is estimated that 115 per- 
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sons will be given training programs by the Office of Vocational 
Rehabilitation for a period of 2 months or less. 


D. PUBLIC HEALTH SERVICE (PHS) 


1. Research grant and award programs 

The Public Health Service awards research grants, research fellow- 
ships and research training grants. Some of the awards have been 
made to United States citizens for research or study abroad in in- 
stitutions having outstanding international reputations or unique 
laboratory facilities. Some of the awards have been given to foreign 
nationals for research or study in their own countries or in the United 
States.** 

Historical background—The National Cancer Institute in fiscal 
year 1938 made the first Public Health Service research fellowship 
awards. During the years of World War II this program was main- 
tained at a relatively modest level; however, in 1946 the National 
Institutes of Health awarded the first predoctoral research fellow- 
ships and in 1948 the first of the graduate training grant programs 
was activated by the National Institute of Mental ‘Health. In these 
early years few foreign grants or awards were made. Since 1948, a 
small but gradually increasing number of research grants has been 
given to foreign nationals. In 1957, 58 such grants were made to 
persons in 23 countries. 

Sixty-eight fellowship awards were made to United States citizens 
for research training in 12 countries in 1957 ; and 23 traineeship awards 
and 1 training grant were made to United States citizens for training 
abroad in that year. 

Administrative procedure.—All research grant applications are re- 
viewed for scientific and technical competence by appropriate panels 
made up of investigators who are recognized experts in their respective 
fields. Grant applications, together with the panels’ recommendations, 
are forwarded to the National Advisory Council appointed by law to 
review all grants and to make recommendations concerning them to the 
Surgeon General. Upon receiving the National Advisory Council’s 
recommendation, the Surgeon General may thereafter approve a grant 
for payment. 

Research fellowships and/or traineeships are individual awards 
made directly to the candidate from the National Institutes of Health. 
Applications received in these categories are reviewed by appropriate 
specialty boards made up of recognized scientists in the various fields 
concerned. ‘These awards are not subject by law to the National Ad- 
visory Council review; however, substantive reports are made peri- 
odically to the National Advisory Council concerning these types of 
individual awards. 

Obligations.—The following table shows obligations for these pro- 
grams for fiscal 1957 and estimates of the obligations for fiscal 1958. 


* Legal authorization: The Public Health Service Act, Public Law 410, 78th Cong., as 
amended. 
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Program Fiscal 1957 Estimates 








fiscal 1958 
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2. Recruitment and guidance services to International Cooperation 
Administration (ICA) 

Public Health Service activities in the field of international educa- 
tion began in 1944, when the Service sent a health training mission 
to Liberia. Subsequent developments included training nationals 
under the Greece-Turkey program, the Economic Cooperation Ad- 
ministration, the Mutual Security Agency, the Technical Cooperation 
Administration and the Foreign Operations Administration, leading 
up to the present program. 

Under an interagency agreement between the Department of Health, 
Education and Welfare and the International Cooperation Admin- 
istration, the Public Health Service now performs services to foreign 
nationals referred to the Public Health Service by the ICA.” 

The Public Health Service places and guides these foreign nationals 
in health and medical training in American institutions. About 50 
percent of these persons come for graduate studies at institutions of 
higher learning; the rest for travel and observation for practical field 
training. 

Under the interagency agreement, the Division of International 
Health of the Public Health Service makes its resources available for 
technical consultation and support of bilateral health programs. It 

lans and manages the training of foreign nationals sponsored by the 
CA and referred to the Public Health Service. 

In the fiscal year 1957 the Division of International Health ar- 
ranged training programs for foreign nationals from 42 countries in 
Europe, Latin America, the Near East and the Far East. The foreign 
nationals thus aided by the Public Health Service consisted largely of 
public biostatisticians, sanitary engineers, and medical educators. 

A total of $195,146 was transferred by ICA to the Public Health 
Service for programing and arranging training of 668 participants 
in the United States during the fiscal year 1957. For the fiscal year 
1958, a total of $223,443 was transferred by ICA to the Public Health 
Service for programing and arranging training of 658 ICA spon- 
sored participants and 160 sponsored by the World Health Organiza- 
tion. Funds transferred provided for salaries and travel of technical 
staff responsible for arrangement, direction, and supervision of ICA 
health participants trained in the United States and for supporting 
administrative staff. 

As of December 1, 1957, 827 foreign nationals programed by the 
Public Health Service were studying in 73 academic institutions in 
the United States. 


* Under authority of the Mutual Security Act of 1954, as amended. 
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3. Training services to World Health Organization (WHO) 


At the request of the World Health Organization, the Public Health 
Service has provided training services to WHO-sponsored fellows 
since the United States became a member of that organization (at the 
time of its establishment) in 1947. 

Through its Division of International Health, the Public Health 
Service plans field training for World Health Organization fellows, 

articularly those who have completed courses in schools of public 
health in the United States. This service is rendered through the Pan 
American Sanitary Bureau, which serves as the World Health Organi- 
zation’s regional office for the Americas. 

The basis of this service is an informal working agreement under 
which the World Health Organization requests for training services 
in agencies of National, State or local government are made through 
the principal health arm of the member government—in this case the 
Public Health Service of the United States. 

The Pan American Sanitary Bureau makes direct arrangements for 
the World Health Organization fellows to receive training in Ameri- 
can institutions of high education. 

During the fiscal year 1957 the Public Health Service programed 
113 World Health Organization fellows from 48 countries. Among 
these fellows were 85 who had attended schools of public health in 
the United States. The services performed by the Public Health 
Service were limited to program arrangements—not including admin- 
istrative services. 

Obligations for these services for the fiscal year 1957 amounted to 
$17,130 transferred from the State Department budget. The estimate 
for fiscal 1958 is $14,955. 


E. SOCIAL SECURITY ADMINISTRATION 


International exchange activities 

The Social Security Administration carries out certain international 
exchange activities in cooperation with the Department of State, the 
International Cooperation Administration, and (through arrange- 
ments with the Department of State), the United Nations, and the 
World Health Organization.” 

Units of the Social Security Administration have cooperated in 
the exchange programs as far back as 1942. In that year trainees and 
experts in the field of maternal and child health and child welfare came 
to the United States for study in the Children’s Bureau, and such 
exchange with Latin America expanded from that date. Contacts 
with many other countries were established after the United Nations 
social welfare program was authorized in 1946. The expansion of the 
United States bilateral exchange programs under the Act for Interna- 
tional Development and the Mutual Security Act provided additional 
resources for exchange. The Social Security Administration has co- 
operated in its — fields of competence—social insurance, social 
assistance, child health and welfare, credit cooperatives. 


“Under authority of Public Law 402, 80th Cong., and Public Law 665, 88d Cong., as 
amended; and interagency agreements, 
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Administration of the program 


The method of administration is related to the particular exchange 
program. In most instances the international staff of the Social Secu- 
rity Administration, including its constituent bureaus, provide the 
program planning services. The cooperative program with the ICA 
also involves a transfer of funds for training grants as well as for 
administrative and program services. Program planning services are 
provided for international trainees, to some trainees coming to the 
Social Security Administration through the International Educational 
Exchange Service, and to many others coming under voluntary 
auspices. 

Some of the programs are planned in the graduate schools of social 
work and public health, while others involve visiting social agencies 
and health institutions for observation purposes. 

There were 149 ICA primary training participants in the fiscal year 
1957, and 371 secondary participants who received a part of their 
training with the Social Security Administration. For these services 
the Social Security Administration received $59,199 for personnel and 
other costs and $196,910 as training grants for the ICA participants— 
a total of $256,109 in ICA funds having been transferred for these 
purposes. Also the Social Security Administration provided training 
for an additional 250 persons who were not sponsored by a Federal 
agency but received training in the Social Security Administration 
programs. In addition to funds for the training program, Social 
Security Administration received $47,754 for administrative costs (in- 
cluding technical consultation). Total funds transferred to the De- 

artment of Health, Education, and Welfare by ICA for the Social 
Security Administration for these services amounted to $303,863. 

The estimate of funds required for the ICA training program in 
the Social Security Administration for fiscal year 1958 1s $264,000, 
of which $64,000 is for personnel and other expenses and $200,000 
for grants to participants. The number of ICA primary participants 
in fiscal year 1958 was 90 with an additional 527 secondary participants 
who received part of their training in the social-security programs. 









CHapTeEr 11. ProGRAMS OF THE DEPARTMENT oF AGricuLTURE (USDA) 





A. INTRODUCTION AND SUMMARY 











Activities of the Department of Agriculture in the field of inter- 
national education might be considered as comprising altogether a 
single program—the training of foreign nationals in agriculture, home 
economics, and related subjects. The Department of Agriculture and 
cooperating land-grant colleges provide this training under agree- 
ments with the International Cooperation Administration and the 
European Productivity Agency (EPA).” 

The program includes training of foreign nationals in the Depart- 
ment and in colleges and other institutions, public and private, and 
related activities. The Department maintains continuous guidance 
and supervision over the training. During the fiscal year 1957, a total 













“1 Legal authorization: Public Law 535, 81st Cong., title IV, Act for International 
Development ; Memorandum of Agreement Between Department of Agriculture and Foreign 
Operations Administration—dated February 18, 1945; appendix II to memorandum of 
agreement. 
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of 2,634 foreign nationals—1,629 sponsored by the International Co- 
operation Administration (ICA), 94 by the Food and Agricultural 
Organization of the United Nations (FAQ), 42 by other specialized 
agencies of the United Nations, 77 by the Department of State, 25 
others sponsored by governmental agencies, and 767 with no United 
States or United Nations sponsorship—were programed and serviced 
by the Department. . Fifty-five of the Nation’s 68 land-grant colleges 
and universities participated in the various training activities. 

The Department obtains funds to finance this program from the 
ICA, which turns over to the Department a stipulated amount of 
money each year from the congressional appropriation for mutual 
security. The amount varies from year to year according to the work- 
load of the Department. 

The Department receives no funds for the program from any other 
agency. For reasons given later in this chapter, an estimate of the 
additional cost from funds appropriated directly to the Department 
of Agriculture is not available from the Department. 


B. TRAINING OF FOREIGN NATIONALS 


In its training program for foreign nationals, the Department of 
Agriculture (USDA) has the following technical objectives: 

(1) Equipping the participant to make a significant contribu- 
tion to the technical cooperation project in which he occupies a 
key role, and, in a broader sense, to the economic development 
program in his country, by training him in modern techniques 
or skills and/or exposing him to United States technical, adminis- 
trative and managerial ideas. 

(2) Getting the participant to develop and introduce new ideas 
into his work situation and to effectively transmit to others those 
new ideas, as well as the skills and knowledge he acquired in 
the course of his training. 

The nontechnical objectives are to give the participant a better un- 
derstanding of the United States, its people, institutions, and culture, 
in order to engender lasting favorable attitudes toward the United 
States and its policies and operations abroad. 

History of the program 

The Department of Agriculture has cooperated over the years in 
urranging training in agriculture, home economics, and related sub- 
jects for participants sponsored by the Economic Cooperation Ad- 
ministration, Mutual Security Administration, Institute for Inter- 
American Affairs, Technical Cooperation Administration, Foreign 
Operations Administration, the International Cooperation Adminis- 
tration, and the United Nations and its specialized agencies. Through- 
out the history of these agencies, the Department of Agriculture and 
cooperating land-grant colleges have assisted in various ways with 
the training of foreign nationals in this country. 


The current program—United States Department of Agriculture 
responsibilities 
The Department of Agriculture, in accord with the general agree- 


ment and in consultation with the Office of Food and Agriculture, 
International Cooperation Administration, develops training pro- 
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Pepe for foreign nationals who are brought to this country by ICA, 
AO, and other United Nations specialized agencies for trainin 
in the fields of agriculture, home economics, and related subjects, an 
arranges for the technical competence needed in developing and carry- 
ing out these programs. Through a separate agreement, similar 
assistance is rendered to the European Productivity Agency (EPA). 
These programs supplement the United States assistance that is being 
given in the participating countries. The Foreign Agricultural Serv- 
ice coordinates the efforts of the services and agencies of the Depart- 
ment, the land-grant colleges, private institutions, organizations, in- 
dustries, and groups concerned to develop training programs which 
will meet the needs and purposes for the training as indicated to the 
Department by ICA. Individuals and groups not sponsored by ICA 
are handled in a similar manner, insofar as possible. 

The development and carrying out of training programs for foreign 
visitors is a highly cooperative process, for it involves many agencies 
of the United States Department of Agriculture and geographically 
separated colleges and other training institutions. Training is fa- 
cilitated in the United States Department of Agriculture agencies 
and at the land-grant colleges and universities by specially appointed 
foreign training contact persons. Through these contacts, the whole 
training process draws on vast resources of specialists and facilities 
in public and private organizations and in industrial concerns in 
specialized fields. 

Actual development of training programs is assigned to a special 
committee for each project, with broad representation including the 
Foreign Agricultural Service and other United States Department 
of Agriculture agencies concerned, the sponsoring agency such as ICA, 
FAO, or EPA, private and industrial organizations, and land-grant 
college personnel. Among early concerns of the committee is ascer- 
taining whether the training accords with United States agricultural 
policy. A proposed program outlining locations, time schedules, 
and objectives of training is then worked out and submitted both to 
overseas missions and the training institutions concerned. 

Final programs are deevloped on the basis of comments received 
both from overseas missions and the colleges and other cooperators. 
In this way, the fitness of the training for the foreign country is 
ascertained ahead of time. Likewise, the land-grant colleges help 
determine the overall pattern and specific content of the training. 

The committee developing the program is also concerned with the 
carry-out of the training so that it measures up to its original ob- 
jectives. Supervision by the committee is given throubtint the period 
of training. 

All the educational and teaching devices employed in college-level 
and adult education programs in this country are used in this process 
of sharing United States agricultural know-how with our forei 
visitors. Some are enrolled in regular college classes during the 
year—principally as special technicians. Special short courses and 
programs for individual technicians not enrolled in school make use 
of such training situations as classroom lectures, panel discussions, 
field trips, laboratory sessions and in-service laboratory training, 
workship discussions, farm and industrial tours, and accompaniment 
of agricultural officials on their daily round of work. 
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Individual appointments with specialists and professors are par- 
ticularly abel training tools, while the placement of visitors on 
farms for actual field work or observation of farm living has proved 
invaluable in emphasizing the practical versus the academic. Vis- 
itors also take part in meetings of farmers, farm organizations, proces- 
sors, industries, college staffs, and various national associations of 
professional agriculturists. 

Many workship sessions, in place of straight lectures, have been 
used. Programs in extension and community improvements have 
drawn on wide segments of United States life to drive home the 
benefits of extending agricultural know-how to rural people. Pro- 
grams include daily discussion periods, following bus and auto tours, 
for explaining and summarizing the day’s observations. Sound ori- 
entation in the United States Department of Agriculture and in the 
colleges bridges the language and cultural gaps before technical train- 
ing gets underway. 

n summary, the activity bY the Department of Agriculture includes 
(1) receipt of training application from ICA, FAO, or EPA, (2) 
development of a suena training program, (3) circulation of the 
proposed program to interested parties for comments and suggestions 
for improvement, (4) development of a final program after arrival of 
participant, (5) a broad agricultural orientation by USDA, (6) 
training of participants by USDA, land-grant colleges and/or private 
institutions, (7) guidance and supervision of training programs b 
USDA, and (8) evaluation of programs insofar as possible. In addi- 
tion to these things, the Department handles such housekeeping mat- 


ters as arranging for travel of participants and paying them a per 
diem established by ICA. 


Role of the land-grant colleges 


The land-grant colleges have been cooperating with the Department 

of Agriculture for a number of years in arranging for and providing 
the training of foreign nationals in the fields of agriculture, home 
economics, and related subjects. The participants in the college train- 
ing usually have had primary sponsorship by United States, inter- 
national, or private organizations, but in some cases they have come 
to the United States on their own resources. The land-grant college 
receives the proposed program from the USDA contact office. 
Through committees of representatives from the college departments 
concerned, the college determines whether or not it —— both the 
length of time for the training and the nature of the training sug- 
rested. 
i The college transmits to the USDA its recommendations so that they 
may be incorporated in the final program. After it is worked out 
with the USDA, it is undertaken by the college’s departments con- 
cerned. These departments carry out the training in conformity with 
the intent of the program. 

Contact officers in the colleges and in the USDA are encouraged to 
correspond with each other regarding minor changes in program 
emphasis needed by the visitor. The colleges assist in the procure- 
ment of appropriate technical literature available for the trainee. 
They mene opportunity to the participant to attend civic and social 
functions in order that he may better understand the American way 
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of life. They arrange for interviews to supplement and round out 
his training program. 


Proposed programs go overseas 

To the extent possible, proposed programs and itineraries are pre- 
pared for each participant or group of participants and forwarded 
to the United States operations missions (USOM) overseas, or to 
FAO or EPA, well ahead of the participant’s scheduled departure 
for the United States. These proposed programs give the USOM, 
FAO, or EPA an opportunity for review to submit suggestions for 
changes and to Seeds an opportunity for the participants to know 
in advance the nature of their study in the United States. 

A number of prospectuses of special group training are prepared 
and distributed to the USOM. In all cases, these prospectuses are 
for activities based on known or expressed needs or problems in one 
or more participating countries. They serve a purpose in facilitating 
the grouping of various individuals from one or more countries. In 
some cases, a prospectus prepared for one group of individuals or 
for one country is distributed to other countries which may have 
similar needs or problems and thus stimulates or uncovers additional 
interests. 


Orientation 


The complex and startling first few weeks for the average foreign 
visitor who comes to the United States for agricultural training have 
received major attention in the initial orientation at the USDA. 
Especially if he comes from a country with widely divergent customs 
from our own, and especially when his English is inadequate, there 
is no more important time on the visitor’s schedule. The Washington 
International Center aids sensitively in that first period of psycho- 
logical adjustment. 

The next most crucial period is the week spent at USDA. This is 
the period where the orientation program has been enlivened with 
new subject matter. A discussion on The Growth of a Nation traces, 
with both lecture and colored slides, this country’s early development, 
with its natural emphasis on agriculture and pioneering. The inher- 
itance in freedom, democracy, industry, and self-reliance for present- 
day Americans is stressed, as well as the modest beginnings for 
advances of the United States in both agriculture and other 
technology. 

Another subject is the organization and functions of the Depart- 
ment of Agriculture which elicit much interest from visitors. 

Most important, the orientation program includes a discussion of 
the way training programs are planned for foreign visitors, pointing 
to the expert attention programs receive from specialists in the tech- 
nical field involved and the care which has been taken to relate this 
training to projects in home countries. Respect is engendered for the 
participant’s training program as an instrument for technical prog- 
ress at home rather than a lucky chance to tour the United States. 
Administrators of the program believe that, fortunately, the number 
of visitors with the latter view have been in the low minority, but that 
the correcting of even a few such views has a healthy effect on the whole 
training program. 
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Evaluation 

A committee with representatives from ICA, FAS, and other USDA 
agencies has considered exit interviews and evaluation procedures. 
Recognizing that evaluation should take place throughout the visitor’s 
training program, the committee recommended an outline to assist the 
technical leader in continuous evaluation of group programs, use of 
material collected throughout the training program, an outline to 
assist State foreign agricultural contacts in providing information on 
evaluation, and new guidance for the conducting of exit evaluations 
in Washington. 

Another significant recommendation of the committee was for a 
tool that would involve the participant in program planning before 
leaving his country and help explain his country and project to United 
States technicians. A workbook which the participant would com- 
plete before leaving home was developed by the committee. 

Of the 855 ICA primary participants who completed training in the 
United States during the fiscal year 1957, 42 percent, or 357 partici- 
pants, were involved in an interview at the completion of their 
programs. Purposes of the interview were to discover participant’s 
attitudes on (a) degree of satisfaction with the study program as re- 
flected in achievement of specific program objectives, (6) suggestions 
for planning future study programs, and (¢) knowledge and skills 
acquired during United States training that seemed to the participant 
to be adaptable in his work in his country. 

In discussing their learning experiences in the United States, par- 
ticipants reflected important attitudes that provide guides in planning 
future programs. Open-ended questions were used in evaluation inter- 
views so that attitudes reflected in response to questions were spon- 
taneous. Satisfaction with their learning experience in the United 
States was expressed by 84 percent of the participants interviewed. 


Factors making successful programs 


The following attitudes were frequently reflected by participants 
as factors making their study programs successful and especially 
meaningful tothem. These points are listed in the order of frequency 
with which they were mentioned. 

(1) Participation and involvement in planning the program. Of 
the total number interviewed, 76 participants had been involved in a 
formal, or informal, midprogram evaluation. Without exception, 
these 76 participants expressed satisfaction with achievement of pro- 
gram objectives. Almost without exception, these participants com- 
mented that they had an opportunity to participate in planning their 
learning experiences. From this it was concluded that midprogram 
evaluation is an important tool in improving the effectiveness of pro- 
grams because (a) it provides participants with an opportunity to 
suggest the kind of learning experiences they need during the re- 
mainder of their program, and () it provides the opportunity to 
discover if changes in emphasis are viesla to insure achievement of 
program objectives. 

(2) A good balance between theoretical, or academic, training 
and practical, in-service training resulted in a well-rounded, meaning- 
ful program. 
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(3) Practical, in-service training is particularly important for 
acquiring skills that can be adapted in the home country. 

(4) Visits should be of adequate length to study carefully and to 
have practical training. 

Participants mentioning this point felt that it is preferable to spend 
a longer time in fewer places. 

(5) Theoretical, or academic, study should precede in-service 
training. Participants mentioning this point felt that they would not 
have been able to understand fully their practical learning experiences 
without first having some basic theory. 

(6) Study in areas similar climatically, socially, and economically 
to home country is particularly helpful in discovering adaptations 
for the home country. 

(7) Early history and development processes of programs such as 
extension, cooperatives, supervised credit, and case studies of par- 
ticular research projects are especially helpful in discovering prin- 
ciples and processes that have adaptability to other countries. 

(8) Discussion of program objectives and content with ministry and 
ICA mission officials before leaving the home country is most im- 
portant for orientation and understanding of United States training 
experiences. 

(9) In group training programs, the interchange of information 
and discussion of United States experiences among members of the 
group from various countries is a valuable learning experience. 

(10) In group training programs, it is important that a part of 
the total program be arranged for individual or small group study so 
that participants have the opportunity to emphasize particular objec- 
tives of importance to them. 

(11) In group programs, seminars or evaluation discussions at the 
end of each state program are helpful for analyzing adaptability of 
United States experiences to other countries, 

Suggestions for planning future programs 

In addition to the points already listed as contributing toward suc- 
cessful and meaningful United States training, participants also gave 
their suggestions for improving future programs. These suggestions 
were very often expressions of what they felt to be inadequacies in their 
own programs, even though they felt their United States training was 
generally successful and meaningful. The suggestions most fre- 
quently made by participants are listed below in the order of fre- 
quency with which they were mentioned. Four of the suggestions 
listed below are identical to some previously listed. However, this 
repetition may serve to emphasize the importance of these factors. 

(1) The duration of the study program should be long enough to 
thoroughly accomplish program objectives. 

Participants making this suggestion generally felt that their pro- 
gram was too short in duration. 

(2) There should be discussion and orientation on program objec- 
tives and content with the ministry and/or ICA mission officials before 
leaving the home country to make sure that United States training is in 
line with the needs of the participant and the project on which he is 
working. 

Participants making this suggestion had not had this experience. 

(3) Participants should receive a copy of the proposed program for 
United States training before leaving the home country. 
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Participants making this suggestion had not received a copy of the 
yroposed program, and learned about the program only after they 
had arrived in Washington. 

(4) Participants should be involved in planning learning experi- 
ences. ’ 

Participants making this suggestion felt that they had not been 
consulted enough about the kind of experiences that would be most 
meaningful in terms of their country situation and their responsibil- 
ities. 

(5) Emphasis should be put on practical, inservice training to de- 
velop skills. 

Again, participants making this suggestion felt that practical train- 
ing had not been emphasized enough in their programs. 

(6) In group programs, avoid planning too much for 1 day. 

Participants in group programs made this suggestion from their own 
experiences of daily programs that were so crowded that they had 
little time to digest information and observations so that their im- 
pressions were, therefore, kaleidoscopic. 

(7) Participants in group programs should have the same needs as 
far as training is concerned. 

Participants making this suggestion felt that interests, background 
and objectives of members of the group were so diverse that some dis- 
satisfaction with training resulted. 


Program and. costs 


Although the Department of Agriculture receives funds specifically 
for the training of foreign nationals only from the International 
Cooperation Administration, the Department also arranges for con- 
sultation and observation by foreign visitors not referred to the De- 
partment by ICA. 

Arrangements for consultation with and observation by non-United 
States financed and international educational exchange people of the 
Department of State are made as a part of the regular operation of 
the United States Department of Agriculture. This is similar to ar- 
rangements made for United States citizens who visit the Department. 
The cost to the Department from its own funds is not exactly determin- 
able, as it is not a segregable budgetary item. 

Funds transferred to the Department from the ICA for the fiscal 
year 1957 totaled $3,481,901. The estimate for the fiscal year 1958 is 
$3,571,800. Out of these funds programs were prepared for ICA and 
the United Nations and its specialized agencies.** 


Summary of the training for fiscal year 1957 

During the fiscal year 1957 the Department of Agriculture provided 
training and/or consultation and Sheepvetion opportunities for for- 
eign nationals under the following programs, for which the indicated 
abbreviations are used in a table following this list. 

(1) The technica] cooperation program of the International Coop- 
eration Administration, with which the Department has the formal 
working agreement already described in this chapter (ICA). 


“These funds cover (1) all training services of the Department of Agriculture, (2) per 
diem allowances and travel expenses of the participants while in the United States, and 
(3} the travel expenses of all United States technical leaders of participant groups and the 
salaries of such of these leaders as are employees of the Department of Agriculture. 
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(2) The international educational exchange program of the Depart- 
ment of State, primarily through cooperation with nongovernmental 
organizations under contract with the International Educational Ex- 
change Service (IES 

(3) The Ryukyus program, under which occasional agricultural 
grants are provided to Ryukyuan leaders and students by the Depart- 
ment of the Army, which has responsibility for the administration of 
the Ryukyus (Ryuky us). 

(4) The assistance given to programing of foreign visitors under 
provisions of the Agricultur al Trade Development and Assistance 
Act of 1954, which provides for the sale of surplus United States 
food and other agricultural crops to friendly nations for local cur- 
rencies to be used by the aided nations for their economic development 
and related objects ‘(Public Law 480). 

(5) The training provided Fellows brought to the United States 
under the auspices “ot the Food and Agricultural Organization of the 
United Nations as a part of the technical assistance activities of that 
organization (FAQ). 

(6) Other U nited Nations programs, such as fellowship awards by 
the World Health Organization, or the United Nations Educationel 
Scientific and Cultural Organization (other U. N.). 

(7) Non-United-States-financed visitors, without United States 
Government or United Nations aid, including self-financed individ- 
uals as well as those sponsored by private foundations and commercial 
firms (nongrant). 

The following table summarizes the total workload of the Depart- 
ment in training of foreign nationals for the fiscal year 1957, in terms 
of arrivals and depar tures plus participants on hand on June 30, 1956, 
and on July 1, 1957. The total number programed and serviced is 
perhaps the most accurate indicator of the workload for the year. 


Summary, by programs, fiscal year 1957 









































| | 
| Public 
ICA FAO oa IES Law 480 Non- Total 
| U.N and grant 
| ne Ryukyus 
— — ———__—- | — } 
| 
On hand as of June 30, 1956--_-_| 454 46 4 eee, 61 569 
Total arrivals. ....:..........-.] 1,175 48 38 73 25 706 2, 065 
NT ce el nen tilt tnoliin 820 48 4 6 TL natn aeleeaal 903 
=—_—_— 1 |= —— = = = SS 
Total number peogreneet and 
serviced____- sbepei esa 1, 629 94 42 77 25 767 2, 634 
Total departures - Kedibcasots ed J 1, 206 54 40 74 25 706 2, 105 
On hand as of July 1, 1957_| 423 | 40 2 | 1. as 61 529 





The following tables give additional summary data on the training 
provided foreign nationals from 90 political units by the Department 
of Agr iculture i in the fiscal year 1957. 
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Number of sponsored primary participants by subject matter flelds (based on 





arrivals ) 

Agricultural administration __-__- 27 | Food processing and technology... 8 
Agricultural economics ~~~ .~--- De | TORO i ccc 45 
Agricultural education _._...-__--- 3 | Home economics -.-_.-._.--.-.--- 43 
Agricultural engineering......-___ G1. | Horticulture cinccssnin.-ccnsaces 19 
Agricultural information _.-.._~_-~ 19 | Related sciences ........_....-__.-. 22 
IO ego Ricoh A actetaeaclemieialinn 224 | Miscellaneous____._____-_________ 13 
Animal husbandry ~--..---------- 139 noe 
a ee oS ks he 86 Tete 2 ea aka 903 
Farm organizations ‘and farm lead- 

I 6s ste sigan tip acienhan eatin eine 48 

Number of arrivals by country 
PAPRGUAS LL ~ doar eee~ a Bb OOF cn peertetibenntents 2 
Ph Scrinig tev ~nighantntie nageiailenn Fa a nan cosniricenies aihorrene in ameatiieion 43 
MN si in inn os npabetagtiaginl GE | Se oe 102 
Powttgel a seo! bli datiiwes 7} WeneG6 «ai Ce 2 
Rhodesia, Southern_______-__-_- 7 | Union of South Africa__.._.-.--- 23 
WTO i catatetecks ttiins ikea 1 | EEO Pi cncbeegcren ob orsbeinie 7 
BVORSUS SANG... agente 2e1. F I oct depnrecemmcinns inane 3 
SIG ints tdaleccocntnigiyindcisesopusqeieheeanay OB 1 Vibuieee. 2s ee AS ee 5 
ORs. oo eae 44 Yagoelaviaii noc ea 59 
OU UG oid hh 8 | Zansihet ain. ks cla 1 
an nc cscnsucuntnbenndenane 17 
SUPER TIN oak igh oiees aos 10 OU Raastisticciee wenegeeeeiatane 2, 065 
i aretetchs aceecipassciinsitadinso <ssigilinlegiiiacbamianite f 
Approximate period in training of primary participants by program 
sponsorship (based on arrivals) 


Program sponsorship 











Approximate number of months in 
training 





Total 
arrivals 


4to6 7to9 





110 to 12 











Length of agricultural visits, 


Period 


0 
1 
2 
1 
4 
7 
1 


non-United States Government financed visitors 
( based. on arrivals) 


0 Fe eke each nnn ck aiiieoteee 
D:D WI ibe teidt cle agGende 
OO S wreuee di ee i ee 
bo DS aeestt hs dik ns Lee tin 
ly GS a tidakin celts ww Actin beaten 
ON gp RRR AR Ed 
> Ue 1S Om i Se 
¥ te? Foart.u ok cee a eis 
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sn sneoon avanengeananep <peneponiipiegleeins thane 495 
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wx cose itidhe os Ra ile on svn de cn cane a 74 
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CHAPTER 12. PRoGRAMS OF THE DEPARTMENT OF LABOR 


A. INTRODUCTION AND SUMMARY 


From time to time the Department of Labor receives requests, main- 
ly from the International Cooperation Administration and the Inter- 
national Educational Exchange Service of the Department of State, to 
conduct training, study, and observation programs for foreign nation- 
als. The Department serves as a central point in the Government for 
activities of this type in the field of labor and closely allied fields. 

The Office of International Labor Affairs arranges the programs in 
the labor-management relations and trade-union fields. The Bureau of 
Labor Statistics, Bureau of Labor Standards, Bureau of Employment 
Security, Bureau of Apprenticeship and Training, and Women’s 
Bureau arrange the programs in various phases of the administra- 
tion of governmental labor services. The Bureau of Apprenticeship 
and Training also arranges programs of training in United States in- 
dustrial production techniques and processes. Other bureaus and of- 
fices of the Department cooperate in this effort on a marginal basis. 

Certain other technical services are rendered by the Department of 
Labor as described in this chapter. These include advisory services, 
assistance in recruiting experts to work abroad, and provision of spe- 
cial data and materials. 

The Office of International Labor Affairs is responsible for the 
general direction and coordination of the Department’s participation 
in these activities, under the supervision of the Assistant Secretary 
for international labor affairs. Activities are assigned by that Office 
to various parts of the Department. 

The Department has participated in the various United States 
Government exchange programs since their inception in the late thir- 
ties. The total enaber of foreign visitors for whom the Department 
supplied its services over the years through the fiscal year 1957 num- 
bers 4,291 from 81 countries. 

The obligations reported under the following sections represent all 
the costs of the activities being reported except for incidental services 
performed by the regular staff of the Department and absorbed under 
regular appropriations. 


B. TECHNICAL COOPERATION 


1. General description 


The Department of Labor is rendering assistance to the Interna- 
tional Cooperation Administration in connection with its technical 
cooperation programs in the labor field and to some extent in the 
industrial field. These programs are designed to assist other coun- 
tries in the techniques of developing and strengthening public and 
private labor organizations and institutions, improving labor-man- 
agement relations, and increasing labor and industrial productivity. 

The major activity of the Department is the arrangement of tech- 
nical training programs in the United States for representatives of 
foreign trade unions and ministries of labor, but the Department also 
provides training for individuals from industrial organizations, edu- 
cational institutions, and governmental organizations other than labor 
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agencies. Training for a small number of fellows under programs 
of the United Nations and the International Labor Organizations is 
provided each year as a part of this activity. : OTHE | 

The Department renders certain other technical services in con- 
nection with the programs of the International Cooperation Adminis- 
tration. It provides technical advice in its areas of competence; helps 
to recruit labor experts for foreign assignment and renders assistance 
to them on technical matters after such assignment; undertakes cer- 
tain special projects, such as the preparation of materials or exhibits 
for use abroad ; and provides technical publications of the Department 
for utilization in other countries. 

Obligations for these services for fiscal year 1957 amounted to 
$2,640,803. The estimate for fiscal year is $2,763,400. 

Historical background.—Although the Department of Labor par- 
ticipated in the early cultural cooperation programs of the United 
States Government beginning in the late thirties, it began to give 
major emphasis to technical assistance after the passage of the Foreign 
Assistance Act of 1948 (under which the Economic Cooperation Ad- 
ministration was established with major responsibilities related to 
Europe), and the act for international development in June 1950 
(under which the Technical Cooperation Administration was estab- 
lished, with major responsibilities related to the underdeveloped 
countries). 

The Department entered into an agreement with the Economic 
Cooperation Administration in January 1950 and with its successor 
agency, the Mutual Security Agency, in November 1952. Although 
called upon to provide major services to these agencies in certain 
specialized areas, such as the productivity program for Europe, 
the Department was not assigned a key role in connection with the 
overall labor aspects of their programs. These agencies maintained 
their own labor offices for this purpose. 

However, when the Technical Cooperation Administration came 
into existence it looked to the existing technical agencies of the 
Government for major assistance in their respective technical fields. 
The Department entered into an agreement with the Technical Coop- 
eration Administration in March 1952. 

An agreement was consummated in September 1954 between the 
Department of Labor and the Foreign Operations Administration, 
which was established on August 1, 1953, to supersede the Mutual 
Security Agency (MSA) and the Technical Cooperation Adminis- 
tration (TCA). Under this agreement the MSA pattern of operation 
in the labor field prevailed over that of the TCA except that all 
labor training programs for foreign nationals were centered in the 
Department of Labor. Prior to this time the TCA looked to the 
Department of Labor to arrange all programs in the labor field for 
foreign nationals from underdeveloped areas, including those inter- 
ested in trade union activities and labor-management relations, 
whereas the Mutual Security Agency and the Economic Cooperation 
Administration retained responsibility for the programing of most 
of the trade union teams from Europe and other countries covered 
by that program. The agreement with the Foerign Operations Ad- 
ministration led to the establishment of the Trade Union Programs 
Division within the Office of International Labor Affairs to handle 
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the increased workload of programing foreign nationals in the trade 
union and labor-management relations fields. 

The agreement between the Department of Labor and the Foreign 
Operations Administration has continued in effect under the operation 
of the International Cooperation Administration, which succeeded 
the Foreign Operations Administration for the nonmilitary phase 
of the mutual security program on July 1, 1955. 

Number of countries and persons affected—The Department pro- 
gramed 684 foreign nationals from 46 countries during the fiscal year 
1957 under the auspices of the International Cooperation Administra- 
tion. The total number programed through fiscal year 1957 for the 
International Cooperation Administration and its predecessor agen- 
cies referred to above was 2,604 foreign nationals font 62 countries. 


2. Activities of the Office of International Labor Affairs 

The Office of International Labor Affairs provides general direc- 
tion, coordination, and administration, mainly through its Technical 
Cooperation Division, of the Department’s services under the pro- 
gram of the International Cooperation Administration. Although 
several units of the Department participate in these activities, their 
programs are related to each other. 

The Trade Union Programs Division of the Office of International 
Labor Affairs arranges programs for foreign nationals in the fields 
of trade union affairs and Jabor-management relations. The great 
majority of the participants are trade unionists, but representatives 
of Government and management are also included. Most are pro- 
gramed in groups. The periods of training range from 1 month to 
1 year. 

"uaine from France, Italy, Austria, and Western Germany come 
for 5 to 6 weeks to study and observe some of the highly technical 
aspects of labor and their relationship to industrial technology. 
Teams from the underdeveloped countries come for 3 to 6 months to 
study the United States trade union activities and labor-management 
relations or special phases thereof. Special trade union leadership 
Perens extend over a period of 30 weeks. 

These programs rely heavily on the cooperation of American trade 
unions and industry since a major portion of the programs is devoted 
to visits to such organizations. Programs at academic institutions 


and labor schools are also arranged as an important part of many 
of the projects. 


3. Activities of the Bureau of Labor Statistics 


The Bureau of Labor Statistics provides a 1-year training course 
in labor statistics for visiting statisticians and technicians of other 
countries who are interested in the sampling and survey procedures 
used in the United States for these programs. The course covers the 
procedures used in preparing statistics in the following fields: (1) 
Family income, expenditures and consumption; (2) retail prices and 
consumer price (cost-of-living) indexes; (3) wholesale prices and 
price indexes; (4) manpower, employment, hours and earnings, and 
occupational wage rates; (5) occupational outlook ; and (6) industrial 
injuries. 

en instruction in statistical theory is appropriate and the par- 
ticipant can meet university requirements, he is enrolled in evening 
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classes in a local university to supplement the study outlined above. 
Visits are also arranged to Government agencies, universities and 
research agencies engaged in related work. 

The Bureau provides short programs for labor and industry teams 
of foreign nationals as well as for key statisticians who are in the 
United States for short periods and do not need the longer course. 

The Bureau also assists in recruiting statisticians for foreign assign- 
ment and provides technical services to them while on such assign- 
ments. It has undertaken special projects involving the preparation 
of (1) labor summaries and handbooks on selected foreign countries 
for distribution to American sponsors assisting in arranging foreign 
visitor programs, as well as for the use of the International Coopera- 
tion Administration, (2) industrial relations summaries on selected 
United States industries for use in United States operations missions 
abroad and for distribution within foreign countries, and (3) a 
manual on cost-of-living indexes for use abroad. 


4. Activities of the Bureau of Labor Standards 


The Bureau of Labor Standards provides training courses for visi- 
tors from other countries in the fields of industrial safety and labor 
law administration. Courses are usually planned for periods of 6 
months, but arrangements are made as requested for shorter or longer 
periods of study. Programs consist of basic courses of instruction 
for 3 to 5 weeks given in Washington, D. C., by the Bureau Staff, sup- 
plemental studies in colleges and universities as needed, and field 
visits to Federal and State agencies, private associations, industrial 
establishments, and trade unions. 

The course in labor law administration includes principles of labor 
legislation, laws regulating child labor, minimum wages, daily and 
weekly hours of work, overtime and night work, industrial homework, 
wage payment standards and collection of unpaid wages, regulation 
of private employment agencies, workmen’s compensation, mediation, 
arbitration, and other aspects of industrial relations. Emphasis is 
placed upon the planning and organization of labor departments and 
agencies, including enforcement programs, inspection techniques, and 
procedures, and administrative practices whiteli have proved effective 
in the United States. Attention is also given to the role of organized 
labor in the field of labor law administration and the importance of 
collective bargaining in the establishment of good labor standards. 

The course in industrial safety provides for study of safety engi- 
neering methods and practices in the United States; Federal programs 
for prevention of work injuries; accident records, their analysis and 
use; classification of work injuries; tabulations and computation of 
work-injury rates; safety programs in selected States, including the 
setting of safety standards in codes and regulations and methods of 
enforcement, illustrated by plant visits, observation of machine guard- 
ing, plant arrangement, safety equipment, protective clothing, and 
other special safety problems; Labor Department safety services to 
labor and industry and conduct of educational programs; role of man- 
agement and labor in safety programs; and study of engineering 
control of occupational hazards in work environment. 

The Bureau provides lectures and discussions for short periods to 
other foreign visitors interested in its subject-matter fields. 
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Other safety services rendered by the Bureau include (1) question 
and answer services and development of packets of training materials 
for use in the development of safety programs in other countries; 
(2) recruitment of safety specialists for foreign assignment; and (3) 
servicing safety experts assigned abroad, including two engaged in 
showing traveling safety exhibits, the construction of which the Bu- 
reau planned and directed. 


5. Activities of the Bureau of Employment Security 


The Bureau of Employment Security provides training courses for 
participants from other countries in the fields of public employment 
services, unemployment insurance, and labor market analysis and in- 
formation. Training in each of these courses ordinarily covers a 
6-month period but is adapted to shorter or longer periods when 
necessary. The training consists of instruction given in Washing- 
ton by Bureau staff for 3 to 5 weeks, followed by an extensive field 
program arranged in cooperation with various regional offices and 
selected State employment security agencies to enable the participants 
to observe the practical application of the material covered in Wash- 
ington. Visits are also made to industrial establishments, manage- 
ment groups, trade unions, and community organizations. Arrange- 
ments are made for participants to enroll in appropriate university 
courses where it is felt that such additional cae will substantially 
contribute to their professional competency. 

The public employment services course is designed to give the 
participant a knowledge of employment service programs, procedures, 
and concepts. The course includes study of the elements in establish- 
ing an employment service and those administrative techniques which 
form the basis for a successful operation of a public employment office 
with regard to placement, counseling, industrial services, and related 
activities. 

Few participants come to the United States solely to study the 
United States unemployment insurance system; but, when requested, 
training is provided in the unemployment insurance provisions of the 
Federal and State laws, techniques in the preparation of unemploy- 
ment insurance legislation, unemployment insurance or compensation 
for special groups of workers or veterans, temporary disability in- 
surance programs, supplementary unemployment benefits, and claims 
taking and benefit payment procedures. 

The labor market analysis and information course provides study 
of all phases of labor market and statistical reporting programs, in- 
cluding sources of various types of data, methods of data collection, 
organizational worksheets, analysis, and publication. Techniques 
used in special manpower surveys and working relationships with 
respondents are explained. Use of labor market information in em- 
ployment service operations as well as in community relations are 
described. 

The Bureau provides lectures and discussions for short periods to 
other participants interested in summary information on the Bureau’s 
activities. It also assists in recruiting experts in its fields of com- 
petence for assignment abroad and provides “backstopping” services 
for such experts. 
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Activities of the Bureau of A pprenticesh ip and Training 

“The Bureau of Apprenticeship and Training provides the following 
types of training for foreign participants: (1) Administration and 
practices in apprenticeship and other systems of industrial training; 
and (2) training in United States industrial techniques in selected 
industries and fields. 

The course in administration and practices in apprenticeship and 
other systems of industrial training is designed for participants pri- 

marily from foreign governments, but also for representatives of other 
organizations, including management, labor, and educational institu- 
tions. ‘The course usually extends over a 6-month period but is some- 
times adapted to longer or shorter periods. The training provides 
opportunity for study and observation of all phases of training activ- 
ities conducted by industrial and technical schools and the relationship 
of Government to such activities. The course places emphasis on the 
joint efforts of labor and management in meeting worker training 
needs. 

The specific United States training activities studied in this course 
include apprentice training conducted by industries employing skilled 
craftsmen in cooperation with the national apprenticeship program ; 
supervisory training conducted by industry with supplementary train- 
ing services offered by private and public training activities; in-service 
training activities conducted by industry to meet their requirements 
for a variety of job conditions; preparatory training conducted by 
vocational schools for those preparing to enter a tr ade or craft; trade 
extension training conducted by vocational schools for employed 
workers; scientific and professional training conducted by the univer- 
sities; and training for professional improvement provided by the 
industries and the universities. 

The Bureau provides lectures and discussions for short periods to 
other foreign visitors interested in these types of industrial training 
activities. 

Training in United States industrial techniques and processes over 
a period of 6 to 12 months is provided to qualified persons from other 
countries, when requested by the International Cooperation Admin- 
istration. This program offers an opportunity for gaining experience 
in selected factories and other business establishments in a broad 

variety of fields, such as manufacture and maintenance of machinery, 
preservation of foods, refrigeration, and the building trades. The 
Bureau relies heavily on the cooperation of United States industry in 
providing training in such fields. This frequently involves trainee 
placement in a particular establishment for several weeks to several 
months. 

The Bureau assists in recruiting specialists in such fields for foreign 
assignment. It also assists these specialists in their work abroad. 


Activities of the Women’s Bureau 


Few participants under the training program of the International 
Cooperation Administration are interested primarily in women’s em- 
ployment, economic and legal status, but many have some interest in 
this field. Therefore, the training activities of this Bureau mostly 
involve lectures and discussions over a short period. The Bureau has 
had considerable experience, however, in arranging for foreign visitors 
under other programs as described later in this chapter. 
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C. INTERNATIONAL EDUCATIONAL EXCHANGE 


1. General description 


The Department enters into annual agreements with the Interna- 
tional Educational Exchange Service providing for the arrangement 
of programs in the United States for leaders and speci ialists in the 
labor field who are invited to the United States under the international 
educational exchange programs administered by the Department of 
State. As distinguished from the emphasis on technical training pro- 
vided by the Dep: irtment of Labor under the program of the Inter- 
national Cooperation Administration, these programs emphasize giv- 
ing the visitors a broad insight into the cultural life of the U nited 
States while also giving them an opportunity to follow interests in 
their particular technical fields. The great majority of the exchange 
visitors programed by the Department of Labor are trade-union 
leaders, but also included are key officials of ministries of labor, repre- 
sentatives of industry and educational institutions, and political leaders 
who are close to the labor movements of their countries. 

Obligations for these activities for the fiscal year 1957 amounted to 

$240,534. The estimate for the fiscal year 1958 is $250,000. 

Historical background.—The Department has participated in the 
various cultural exchange programs of the United States Government 
since their inception in the late thirties. In 1938 the Department of 
Labor was a member of the Interdepartmental Committee on Coop- 
eration with the American Republics, which in 1944 became the Inter- 
departmental Committee on Scientific and Cultural Cooperation. The 
activities involved arrangement of programs in the United States for 
foreign visitors from, and sending of consultants to, the American 
Republics and the Philippines until the passage of the United States 
Information and Educational Exchange Act of 1948, which expanded 
the program to other areas of the world. The Department has since 
entered into annual agreements with the International Educational 
Exchange Service to program labor visitors. 

In April 1949 an agreement was consummated with the Department 
of the Army assigning responsibility to the Department of Labor for 
the arrangement of programs in the United States for labor leaders 
to be brought to the United States under the cultural exchange pro- 
gram for Germany as a part of the Army’s program of reorientation 
for occupied areas. The first arrivals under this program came to the 
Department of Labor in the same month, marking the first trade union- 
ists to visit the United States under a Government exchange program. 
The program was expanded later to include Austrian and Japanese 
labor leaders, as well as women leaders from the Ryukyu Islands and 
industrial leaders from Korea. When the administration of the pro- 
gram for Germany and Austria was transferred from the Department 
of the Army to the Department of State in late 1949, and for Japan 
in 1953, the Department of Labor continued such activities for these 
countries under the annual agreements with the Department of State’s 
International Educational Exchange Service. Occasional projects 
have been referred to the Department of Labor from the Department 
of the Army from time to time involving program arrangements for 
visitors from the Ryukyu Islands. 
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Number of countries and persons affected—The Department pro- 
gramed 113 foreign nationals from 30 countries during the fiscal year 
1957 under the program of the International Educational Exchange 
Service. The total number programed through the fiscal year 1957 
for this and similar prior cultural exchange programs was 1,687 
foreign nationals from 66 countries. 

Activities of the Office of International Labor Affairs 

Pp ractically all visitors referred to the Department under the educa- 
tional exchange programs are programed by the Office of International 
Labor Affairs since these visitors usually have broad interests in the 
labor field. The Bureaus are called upon, however, to assist with 
particular phases of such programs. 

Programs for these visitors usually extend over a period of from 
2to4months. No attempt is made to firm up any program arrange- 
ments prior to the initial discussion with the visitor after his arrival 
in the United States, since it is important that such program take 
into account his particular interests. The visitor is encouraged, how- 
ever, to follow a program and itinerary which will impart know ledge 
of a good cross section of American life and geography, besides giving 
attention to his professional field of interest. The De artment con- 
tacts voluntary community organizations through which arrange- 
ments are made for the visitor to gain an insight into various aspects 
of the community, such as schools, hospitals, churches, and local gov- 
ernment, and to do some sightseeing and make visits to other points 
of interest. Special efforts are made to arr ange visits to American 
homes. On the professional side, many visits are arranged by the 
Dep: irtment to trade unions, industrial establishments, and academic 
institutions to discuss various aspects of trade-union affairs, labor- 
management relations, industrial production or other items of special 
interest to the visitor. Visits with governmental agencies are also 
included as appropriate, particularly ‘for government “representatives. 

Activities of the Women’s Bureau 

Although the Women’s Bureau seldom arranges the complete pro- 
gram of one of these visitors, the Bureau gives considerable assistance 
to the Office of International Affairs and to the other contract agencies 
responsible for the programs of visitors in other fields, such as the 
American Council on Education and the Government Affairs Insti- 
tute, in connection with the programs of woman leaders. The activi- 
ties of this Bureau, related to the employment and status of women 
in the United States, and the Bureau’s relationships with women’s 
organizations made the services of the Bureau particularly valuable 
for woman leader visitors, regardless of their specialized field of 
interest. Assistance is also given, on request, in planning the pro- 
grams of male grantees who are specifically interested in the role of 
women’s organizations. 


Activities of other bureaus 


From time to time a leader or specialist with primary interest in 
one of the other Bureau’s technical fields is programed by that Bureau, 
but the role of the other Bureaus for the most part consists of assisting 
the Office of International Labor Affairs in arranging particular 
segments of the overall programs for visitors under ‘the educational 
exchange programs. 
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CHAPTER 13. ProGRAMS OF THE DEPARTMENT OF COMMERCE 


A. INTRODUCTION AND SUMMARY 


Practically all of the bureaus and constituent agencies of the Depart- 
ment of Commerce are carrying out programs for the training of for- 
eign nationals, using funds transferred from the International Coop- 
eration Administration, and in some cases also funds appropriated 
directly to the Department. In some instances trainee awards from 
the United Nations and from foreign governments help finance these 
programs. The total cost was in excess of $2 million in 1957. 

The training includes numerous and diverse fields of specialization, 
such as statistics, highway engineering, air-traffic control, geodetic 
surveying, port engineering, physics, business economics, and 
meteorology. 

Other programs of international educational nature are adminis- 
tered within the Department. For example, the Bureau of the Census 
exchanges publications with similar agencies of foreign governments 
and participates in many international conferences for the study of 
improved statistical methods. The Bureau of Foreign Commerce 
sponsors trade missions and trade information centers abroad to carry 
out activities which are largely educational in nature. The United 
States Merchant Marine Academy, under the Maritime Administra- 
tion, admits a limited number of cadets from other American 
Republics. 

All of these programs are principally at the level of higher educa- 
tion. Generally they affect higher education abroad through training 
persons who, upon returning to their native countries, teach in univer- 
sities, or engage in other educational activities. 


B. BUREAU OF THE CENSUS 


1. Statistical training for foreign nationals 


The Bureau of the Census conducts a special training program 
for the International Cooperation Administration, under the egal 
authorization for and with funds provided by that agency. The pur- 
pose of the program is to impart technical eniwiadge and skills to 
practicing statisticians in Government service, with special emphasis 
on basic statistical data for underdeveloped areas. 

This specialized training for foreign participants was initiated in 
1946 under the Interdepartmental Committee for Scientific and Cul- 
tural Cooperation of the United States Department of State, and has 
been continued under the various agencies which sponsored technical 
cooperation. The current program comprises a series of individual 
and group study programs in census activities and specialized tech- 
nical or operational subjects such as economic indexes and machine 
tabulation. Many of the foreign participants are also enrolled for 
1 or 2 evening courses in universities in the Washington area. A few 
are sent for full-time study in specialized fields at universities offering 
the requisite courses, usually for one semester. 

During the calendar year 1957 a total of 110 persons from 32 for- 
eign countries received training under this program. Most of these 
persons hold statistical positions in their home countries. The pro- 
gram is financed wholly by funds provided by the International Co- 
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operation Administration. The Bureau of the Census receives an 
allocation of funds from the ICA for the training of United Nation’s 
participants as well as those sent to the Bureau directly by the ICA. 
Obligation for the fiscal year 1957 amounted to $39,158. The estimate 
for fiscal 1958 is $50,000. 

Training is also an important element of the work performed by 
the Bureau’s overseas staff of statistical advisers who are assigned to 
the operations missions of the ICA in nine countries. 


9. Other activities 


In addition to the formal technical assistance program already de- 
scribed, the Bureau of the Census has arrangements with statistical 
offices of many foreign countries for the exchange of statistical] publica- 
tions. The Bureau also participates in many international technical 
conferences which are concerned with bilateral and multilateral pro- 
grams for the collection and publication of uniform statistics. 


C. BUREAU OF FOREIGN COMMERCE 


Trade missions and information centers 


Through trade missions and information centers abroad the Bureau 
of Foreign Commerce carries on certain informational and educa- 
tional activities, which stem directly from stated objectives of the 
trade missions program.** Among these objectives are (1) encourage- 
ment of the exchange of information and ideas for expanding the 
volume of foreign trade and improving the climate for commercial 
private enterprise; and (2) return to American business concerns of 
the firsthand knowledge gained by United States trade mission specia- 
lists abroad. 

Several trade missions preceded the present trade mission program 
established in August 1954 by President Eisenhower’s Executive 
order inaugurating official United States participation in interna- 
tional trade fairs abroad. The purpose was to give the United States 
appropriate representation at some of the numerous international 
trade fairs which are regularly held overseas. Subsequently and up 
to the present, some 61 trade missions staffed by 75 Commerce Depart- 
ment men and 140 private businessmen, have visited 37 countries, 57 
international trade fairs and more than 400 cities, where they ex- 
changed views with foreign business, government, and press repre- 
sentatives. Their announced intentions have been to promote more 
good will, two-way trade, investments, and tourism. The trade mis- 
sion teams have made tours of commercial and industrial centers and 
manned the trade information centers attached to United States trade 
exhibits. 

The trade missions staff has developed special techniques for re- 
cruiting, training, and orienting businessmen who participate in trade 
missions. They have also developed techniques for carrying the 
American story to overseas businessmen, trade organizations, and 
government agencies. Through public appearances, news and fea- 
ture articles in the press and radio-TV broadcasts trade missions 
reach a cross-section of the population in a host country. 


48 Legal authorization: Public Law 860, 84th Cong., ch. 811, sec. 3, Internationa] Cul- 
tural Exchange and Trade Fair Participation Act of 1956. 
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Headquarters of the trade mission educational effort is the Depart- 
ment of Commerce in Washington where the program is administered 
under the supervision of the Assistant Secretary of Commerce for 
International Affairs. 

The typical trade mission makes direct contact with approximately 
5,000 businessmen during a 6-week period in the host country. A 
large percentage are individual person-to-person meetings. Indi- 
rectly trade mission teams reach millions of people who read the 
daily press and listen to radio-TV programs. In the United States 
the educational activities of the trade mission program are channeled 
through press releases, press interviews, public reports, foreign trade 
conferences, lectures, radio-T'V interviews and seminars. 

aan obligations for the program for the fiscal year 1957 amounted 

$358,774. The estimate for fiscal 1958 is $327,300. These amounts 
vemiaet funds appropriated to the President and allocated by the 
United States Information Agency to the Department of Commerce. 




















D. BUREAU OF PUBLIC ROADS 






Foreign aid and training programs 

The Bureau of Public Roads provides certain foreign countries 
technical assistance which is largely of educational nature. The basic 
legal authority is not the same for all such activities by the Bureau; 
and the funds for its activities in this field come from several sources. 
These activities are, however, so interrelated that they are here 
treated as a single program. 

The program includes training in highway improvement techniques 
for a number of foreign highway engineers and officials. This train- 
ing is conducted principally in the United States, but at times also 
at selected foreign locations which offer a suitable ground for the 
practical application of highway engineering. The program also in- 
cludes aid and advice to foreign governments in the establishment 
and development of highway or reanizations and programs. The Bu- 
reau assigns engineers and technicians from its staff to help train 
native technical staffs to improve highways. 

Participation on the present scale began in 1946 on the Philippine 
rehabilitation work. During the per iod from 1946 to the present, 
public roads engineers and technicians have investigated highway con- 
ditions and needs in various foreign countries. Many of these have 
subsequently requested, or may eventually request, further assistance 
to carry out the recommendations. 

The training of foreign nationals in the United States began with a 
group of Filipino engineers under the Rehabilitation Act of 1946. 
Each year since the Bureau of Public Roads has conducted compre- 
hensive courses on the theory and practice of highway improvement 
and utilization in the United States for the benefit of foreign engi- 
neers and officials. In addition to those attending the full course, 
there are always a number of short-term visitors interested in specific 
phases or aspects of highway operations. 













“Legal authorization: Philippine Rehabilitation Act of 1946 (Public Law 370, 79th 
Cong.): assistance to Greece and Turkey (Public Law 75, 80th Cong.): United States 
Information and Educational Exchange Act of 1948 (Public Law 402, 80th Cong.) ; Foreign 
Assistance Act 1948 (Public Law 472, 80th Cong.) ; Mutual Defense Assistance Act of 
1949 (Public Law 329, 8lst Cong.) ; Mutual Security Act of 1951 (Public Law 165, 82d 
Cong.), as amended. 
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Small staffs of public roads engineers are now serving in an advisory 
capacity in various countries, such as the Philippines, Turkey, Ethi- 
opia, and Liberia. The assistance programs in other countries, such 
as Iran and Pakistan, are in different stages of development. Training 
of foreign engineers and officials in the United States is a continu- 
ing program. Administration of these programs is currently being 
financed from sources such as the proceeds of loans to countries by the 
Export-Import Bank or the International Bank for’ Reconstruction 
and Development, foreign-aid funds advanced by the International 
Cooperation Administration, funds provided by the countries them- 
selves, or combinations of any of these sources. Delegates to the 
domestic training courses are sponsored by the Department of State, 
the International Cooperation Administration, the United Nations, or 
by foreign governments. Some delegates are referred by other United 
States Government agencies or come at their own expense for brief or 
casual periods of training. 

Since the inception of the training programs delegates from 75 for- 
eign governments have participated to some degree in these activities. 
Technical assistance has been provided in 35 of the nations included 
in that number, in 14 of which the Bureau of Public Roads is actively 
engaged at present: Obligations for the program for the fiscal year 
1957 amounted to $171,429.04 for training and $922,108.69 for tech- 
nical assistance, total $1,093,537.73. The estimate for fiscal 1958 is 
$400,000 for training and $1,486,000 for technical assistance, total 
$1,486,000.*° 

E. CIVIL AERONAUTICS ADMINISTRATION 


Aviation training for foreign nationals 


The Civil Aeronautics Administration (CAA) operates a training 
program for a limited number of persons from other countries. It 
has several purposes, namely: (1) to provide technical assistance to 
underdeveloped countries in order to improve their economy and their 
transportation systems; (2) to encourage the development of an in- 
ternational air transportation system adapted to the needs of the 
foreign commerce of the United States, of the postal service, and of 
the national defense; (8) to encourage the development of United 
States air commerce abroad; (4) to implement United States inter- 
national aviation agreements; and (5) to seek the improvement of air 
navigation facilities, services, and safety and efficiency of operations 
of air carriers abroad for the benefit of all persons using air 
transportation. 

Shortly before the Pearl Harbor attack the Civil Aeronautics Ad- 
ministration formulated plans for an aviation training program for 
persons from the other American Republics. The attack on Pearl 
Harbor accelerated the start of the program, since the menace of Axis 


“Costs of training include salaries and expenses of the staff responsible for adminis- 
tration of the program, as well as travel, transportation, and other allowances to the 
trainees. Technical assistance costs cover administrative staff expenses and the mainte- 
nance of engineering missions abroad, including salaries, allowances, travel, transporta- 
tion, communications, supplies, ete. 

“ Legal authorization: Public Law 355, 76th Cong., cooperation with the other Ameri- 
can Republics; Public Law 402, 80th Cong., U. 8S. Information and Educational Exchange 
Act of 1948; Public Law 647, 80th Cong., International Aviation Facilities Act; Public 
Law 535, 81st Cong., title IV, Act for International Development; Public Law 155, 82d 
Cong., Mutual Security Act of 1951; Public Law 665, 83d Cong., Mutual Security Act of 
1954 as amended. 
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pilots flying for South American airlines was acute. In 1948, 484 
men representing all of the 20 other American Republics were trained 
by the CAA. In 1945 the types of training available were increased 
to include most aviation industry specialties. The training of per- 
sons from the other American Republics has continued in these 
specialties. 

The CAA participated in the Philippine rehabilitation program, 
bringing 186 Filipinos to the United States for training between 1947 
and 1950. In 1950, under the Marshall plan, countries of Western 
Europe were included in the CAA training program. The program 
was enlarged to include persons from any friendly nation under the 
Mutual Security Act of 1951. 

The Civil Aeronautics Administration is currently participating 
in the technical assistance program of the Government, providing 
training as requested by other governments in various fields of 
specialization in civil aviation. The CAA is carrying out its program 
in cooperation with the Department of State, International Coopera- 
tion Administration, and the International Civil Aviation Organiza- 
tion. Persons receiving training by the CAA are sponsored ‘by one 
or another of these cooperating agencies or by the CAA itself. The 
training is provided by the CAA mainly (1) through on-the-job 
training or assignment to its offices and Civil Aeronautics Board offices 
and facilities for study, observation, and discussion; or (2) suitable 
courses at the CAA Aeronautical Center in Oklahoma City. Some 
participants are enrolled in commercial aviation schools. Arrange- 
ments are made for others to attend appropriate aviation industry 
factory service schools, and for others to receive practical on-the-job 
training or be assigned to offices and facilities of United States avia- 
tion industries such as airlines, airports, and consulting engineering 
concerns, for their training. 

Since the beginning of the program in 1942 the Civil Aeronautics 
Administration has administered the training of 2,027 persons from 
59 different countries. During the fiscal year 1957 a total of 290 per- 
sons from 40 countries received training in 36 fields of specialization. 
Obligations for the program for fiscal 1957 were: $550,000 of Inter- 
national Cooperation Administration funds for participants training 
expenses (living allowance, travel, books, and supplies) and $186,000 
of ICA funds for training services—total $736,000. The estimates 
for fiscal 1958 are $580,000 for participants training expenses and 
$237,000 for training services—total $817,000. 


F. COAST AND GEODETIC SURVEY 


Technical cooperation training 


The Coast and Geodetic Survey trains a number of foreign nationals 
under the technical education and exchange programs of the Inter- 
national Cooperation Administration, the International Educational 
Exchange Service (Department of State) and the United Nations.” 

The program began under the exchange of persons program of the 
Department of State in 1941. The training of foreign nationals was 


“ Legal authorization: Mutual Security Act of 1954 and amendments; United States 
Information and Educational Exchange Act of 1948; the United Nations fellowship 
programs. 
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initiated in 1944 and has continued under various programs to the 
present time. 

The present activity consists of training foreign nationals in the 
scientific and technical activities and methods employed by the Coast 
and Geodetic Survey. Courses are given in photogrammetry, geodetic 
surveying, tides and currents studies, and so forth. Photogrammetry 
is the only subject in which group lectures and written examinations 
are given. Courses in the other subjects consist of individual instruc- 
tion in the theory and application of methods and procedures. 

The Bureau cooperates with all countries under the International 
Cooperation Administration, the International Educational Exchange 
Service and the United Nations programs from which training or 
consulting services are requested by the participating foreign coun- 
tries. During 1957, 42 persons from 20 foreign countries received 
training for varying periods of time. The total number of foreign 
nationals trained to date is approximately 350. These trainees are 
generally those who are concerned with cartographic and engineering 
activities in their own governments. Obligations for the program for 
fiscal 1957 amounted to $77,511—funds transferred from the Inter- 
national Cooperation Administration. The estimate for fiscal 1958 is 
$80,000. 

The training is generally at the higher educational level. In the 
foreign countries Sattinad the program results in the advancement 
of cartographic and engineering activities through the interchange 
of methods and techniques. Generally the persons trained in the 
United States train others when they return to their own countries, 

Broad survey and mapping programs are initiated or expanded in 
the countries concerned ; contacts are established for the exchange of 
publications, ideas, and problems; and markets are created for our 
scientific equipment, materials, and supplies. 


G. MARITIME ADMINISTRATION 


1. Foreign students at United States Merchant Marine Academy 

The Maritime Administration provides the course of instruction at 
the United States Merchant Marine Academy to not more than 12 
persons at a time from American Republics other than the United 
States. Since the program’s inception in 1946, there have been 23 
foreign students enrolled. Nine have graduated. Five are now in 
attendance. These 5 students are pursuing the regular 4-year college- 
level course at the Academy, leading to the bachelor of science degree 
and a license as a deck or engineer officer in their respective countries’ 
merchant marine. 

Foreign students admitted to the Academy receive the same instruc- 
tions, allowances and emoluments and abide by the same rules and 
regulations governing admission, attendance, discipline, resignation, 
discharge, dismissal, and graduation as their American contem- 
poraries. However, they are not entitled to any office or position in 
the United States merchant marine by reason of their graduation 
from the Merchant Marine Academy. 

The students now enrolled in this program have been cleared by 
the Department of State both from a security and an educational 


**“ Legal Authorization : Public Law 704, 79th Cong., approved August 9, 1946. 
34053—59 9 
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standpoint. By law, these students are designated by the President 
of the United States. By law, students admitted under this program 
are provided for under the same appropriation as their American 
contemporaries. There is therefore no separate obligation. Based 
on the yearly cost of students at the Academy, the approximate cost 
for fiscal 1957 was $3,000 per student or $15,000 for the 5 foreign 
nationals now in attendance. The same amount is contemplated for 
fiscal 1958. 


2. Technical assistance program 


The Maritime Administration makes available to the technical 
assistance program of the United States the Administration’s skills 
and experience in maritime matters, and its extensive contacts in the 
maritime industry.* 

The Maritime Administration’s training activities in connection 
with the international cooperation programs were, until the spring of 
1952, intermittent, and centered only around port management, opera- 
tion and engineering. The program has been expanded until at 
present trainees are accepted and programed in all major fields related 
to marine transportation. Since May 1953, there have been 108 parti- 
cipants in this program. In 78 of these cases, the program was 
handled fully by the Maritime Administration. In the remaining 
cases, the training was provided partly by Maritime and partly by 
other Government agencies. 

The Maritime Administration is now giving training to foreign 
nationals in such fields as steamship company management, port and 
terminal operations, ship construction, et cetera. Requests for such 
training are submitted to Maritime Administration by the Interna- 
tional Cooperation Administration and by the International Educa- 
tional Exchange Service of the State Department, which handles 
United Nations and some privately financed trainees. The Maritime 
Administration formulates a suitable program of instruction, and 
elicits agreement from industry sources to accept the trainees for 
the program specified. 

Prior to the arrival of trainees, the International Cooperation 
Administration transfers to the Maritime Administration sufficient 
funds to defray the cost of training, including costs of travel, main- 
tenance, and incidentals. The training is provided free of charge 
by the various public and private organizations which accept the 
students. Almost all of the training arranged by the Maritime Ad- 
ministration is in-service, on-the-job training with private agencies 
and/or public agencies, including Maritime Administration itself, 
concerned with maritime transportation. Trainees in all but a few 
cases are experienced in some a of marine transportation in their 
own countries. Those trainees who have had experience at the execu- 
tive level are usually given short courses, usually of about 3 months’ 
duration, over a wide range in their field of interest. Training of 
this type is largely observational. 

The Matitime Administration is presently handling full programs 
for about 20 persons from about an equal number of countries per 
year, plus partial programs and miscellaneous visits. The persons 
involved are employed in their own countries by steamship com- 





“ Legal authorization: The Mutual Security Act of 1954, as amended. 
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panies, stevedore firms, shipyards, institutions of higher learning, 
port authorities, and various government agencies. They range from 
young men at the medium clerk level to presidents and vice presidents 
of transportation companies, college instructors, a of ports, 
and government officials at the deputy minister level. Obligations for 
the program for fiscal 1957 amounted to $25,000—funds transferred 
from the International Cooperation Administration. The estimate 
for fiscal 1958 is the same. 


H. NATIONAL BUREAU OF STANDARDS 


Foreign training and survey program 


For over 50 years, the National Bureau of Standards has cooperated 
with other countries in personnel training and research in the fields of 
physics, chemistry, engineering, mathematics, and constants of mate- 
rials, including specifications and standardizations.*°° Bureau scien- 
tists have worked in foreign laboratories, and foreign scientists have 
worked in the Bureau’s laboratories to develop methods of research 
and to increase information in their respective disciplines. 

Besides these activities, the present foreign training and survey pro- 
gram of the Bureau includes publication and application of the results 
of the individual researches. Upon request, experts of the Bureau sur- 
vey the technical and standardization facilities of other nations, sug- 
gest a program, and give advice upon the selection of personnel and 
equipment suitable for it. The Bureau trains the foreign nation’s 
scientists, sent to its laboratories, in the type of work necessary to 
achieve technical and administrative ability in the new or advanced 
fields of work. The training in academic courses is given some of 
these foreign nationals in the Bureau’s Graduate School. 

All free nations having adequate facilities and competent personnel 
have cooperated and continue to cooperate in this program. The ap- 
proximate number of nations whose representatives came to the Bureau 
during 1957 is 40. Approximately 10 foreign individuals spent from 
2 weeks to 1 year in training at the National Bureau of Rtandards 
during 1957. Two hundred members of teams came for specialized 
conferences in programs of research and development. There were 
approximately 800 individual experts who came for 1 day (or less) 
to discuss problems which had arisen in their laboratories. Obliga- 
tions for the program for the fiscal year 1957 amounted to $15,000— 
funds transferred from the International Cooperation Administra- 
tion. The estimate for fiscal 1958 is $20,000. These amounts do not 
include payments made to trainees by the ICA or by the United 
Nations. 


I. OFFICE OF BUSINESS ECONOMICS 


Training foreign nationals in business economics 

Since 1947, the Office of Business Economics has trained selected 
foreign government and central-bank personnel to prepare national- 
income and balance-of-payments estimates. The student foreign na- 
tionals may come directly to the Office of Business Economics from 


% Legal authorization: Joint resolution of Apri 12, 1892, 27 Stat. L. 895; Deficiency 


Speueeeee Act of March 3, 1901, 31 Stat. 1010; Foreign Economic Assistance Act 
of 1950, 64 Stat. L. 198. 
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the State Department as trainees, or they may come from other par- 
ticipating agencies, such as the Departments of Agriculture and 
Labor, International Monetary Fund, Mutual Security Administra- 
tion, and the United Nations, as guest visitors. 

The system of national economic accounts taught foreign technicians 
is designed to provide a clear, integrated, and comprehensive statis- 
tical picture of the workings of the national economy. The purpose in 
each country is twofold: (1) To organize existing economic knowledge 
concerning the country for maximum usefulness in policy forma- 
tion, and (2) to serve as a blueprint for the development of a balanced 
and coherent national system of economic statistics. 

The trainees do research, attend seminars, and consult informally 
with technicians in the Office of Business Economics. Trainees confer 
with technicians in the statistical branches of other government and 

uasi-government agencies. In addition, they visit the National 

ccounts and Financial Statistics Section of the Statistical Office of 
the United Nations in New York City, to work, under supervision, 
with other basic data in this field, particularly with data emanating 
from their own countries. 

The Office offers formal 3-month courses in balance-of-payments 
estimates in February and September. The Office receives students 
at other times on an informal basis, and gives training through con- 
sultation and research. The balance-of-payments course consists of 
daily lectures and study on the theory and methodology of balance- 
of-payments construction and use, with special attention to the prob- 
lems of the country of the trainees. Students are escorted to New 
York City to observe the fundamental sources of information of bal- 
ance-of-payments statistics. 

A total of 136 trainees completed the training between 1947 and 
1957, and 27 persons were in training in the latter year—163 persons 
altogether, representing 53 foreign countries. Obligations for the 
program for fiscal 1957 amounted to $46,0483—funds transferred from 
the International Cooperation Administration, including expenses of 
the Office of Business Economics and payments to trainees. The 
estimate for fiscal 1958 is $84,036. 


J. WEATHER BUREAU 


Meteorological training for foreign nationals 

The Weather Bureau is carrying on a program to improve the tech- 
nical knowledge of meteorologists from other countries.™ 

In the early 1940’s, the Bureau extended technical assistance in 
meteorology to Latin American countries by way of organized semi- 
nars and classes in the United States. In 1943, the Bureau began to 
make arrangements for some of the Latin American members of these 
classes to go to universities in the United States for advanced studies. 
Further expansion of the program ensued, during the war years and 
under the Mutual Security Act of 1944, to include other countries of 
the free world. 

Currently, under this program, participants from foreign countries 
increase their technical knowles of meteorology through academic 


St Legal authorization: Basic legislation establishing the functions of the Weather 
Bureau ; sec. 808 of the Civil Aeronautics Act of 1938, Public Law 402, 80th Cong.; the 
Mutual Security Act of 1944, as amended. 
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training or on-the-job training, or a combination of both. The 
Bureau assists foreign participants to enroll in universities which will 
give them the desired academic training. The Bureau also penecen 
on-the-job training programs within its facilities to meet the n 

of some participants upon the completion of their academic work, or, 
in some cases, without any prior academic meteorological training in 
the United States. - 

During the fiscal years 1956 through 1957, a total of 59 persons from 
21 foreign countries have received training under this program. 
These persons have been either employees in the meteorological serv- 
ices of their countries or else prospective employees of these services 
at the time of their selection for meteorological training in the United 
States. Obligations for the program for fiscal 1957 amounted to 
$76,744. The estimate for fiscal 1958 is $64,738. ‘These amounts are 
for funds transferred from the International Cooperation Administra- 
tion. Some additional awards are financed by the United Nations 
and a few by foreign governments. The educational assignments 
often overlap fiscal years, so the budgetary obligation figures given 
for 1957 and 1958 do not represent the actual cost of the training 
during those years. 


CHaprer 14. ProGRaMs OF THE DEPARTMENT OF THE INTERIOR 
A. INTRODUCTION AND SUMMARY 


Under the technical assistance phase of the Government’s foreign 
aid program, several bureaus of the Department of the Interior are 
providing training to foreign nationals in the United States and in 
oot countries. The instruction is in the fields of competence of the 

ureaus. 

The Bureau of Reclamation provides on-the-job instruction and 
observation opportunities fer selected foreign nationals interested in 
the development of water resources. Tourists, students, and other 
foreign nationals besides engineers and technicians gain knowledge 
from this program. 

The United States Geological Survey has provided a number of 
foreign advanced students, geologists, and other persons university 
courses in geology and also guidance and practical experience in 
geological research. 

For selected foreign nationals the Fish and Wildlife Service spon- 
sors academic work, usually combined with practical experiences, in 
the fields of biology, saad technology, education, statistics, and 
economics as related to the development and conservation of fish and 
wildlife resources. 

Since 1948 the Bureau of Mines has supplied advanced full-time 
training (of a year or more) and also short-term training for selected 
metallurgists, chemists and mining engineers from a number of 
countries. 

Foreign nationals placed with the Bureau of Land Management 
participate in on-the-job training, observe operations and/or exchange 
ideas with personnel of the Bureau. In some instances the Bureau 


helps to arrange university courses as background for practical 
experience. 
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These activities are generally financed from funds transferred from 
the International Cooperation Administration to the Department of 
the Interior. The estimate of total obligations for these programs 
from ICA funds for the fiscal year 1958 is $633,430. An estimate of 
the additional cost absorbed by the Department of the Interior from 
its own appropriations for fiscal 1958 1s not available at the time of 
this writing. 


B. BUREAU OF RECLAMATION 


Training in development of water resources 


Technical assistance to other countries has been carried on by the 
Bureau of Reclamation for many years, but only since 1950 have funds 
been set up for the purpose of staffing and formalizing the training 
of foreign nationals and the sending of Bureau technicians to other 
countries for instructional and other purposes. 

Many requests have been received from various ae and private 
agencies for assistance to foreign governments in the development of 
their water resources. At present, due to the increased demands of 
its domestic program and the acute shortage of experienced engineers, 
the Bureau of Reclamation participation in these various technical 
assistance programs has been largely limited to the training of foreign 
nationals and the performance of specialized laboratory studies and 
design work. 

During the 1957 fiscal year, 141 foreign engineers and other technical 
people from 21 countries spent periods of 6 months or longer in train- 
ing assignments with the Bureau of Reclamation, and 125 participants 
from 22 countries spent shorter periods of official observation with 
various offices of the Bureau. In addition, there were over 100 foreign 
accredited visitors and several hundred tourists, students, and other 
soege nationals who observed various Bureau of Reclamation instal- 
ations. 

Following are data on obligations for the program for the fiscal 
years 1957 and 1958—Actual, fiscal 1957: Money transferred from 
ICA, $283,999 ; money transferred from other countries, $15,276 ; total, 
$299,275. Estimated, fiscal 1958: Money transferred from ICA, 
$284,000; money transferred from. other countries, $16,000; total, 
$300,000. 





C. GEOLOGICAL SURVEY 





Training in geological research 

Since 1940 the Geological Survey has given training to 237 foreign 
nationals from 35 countries.™ Each participant has received guidance 
and work experience in his chosen specialty in the field of geological 
research. The participant in each case has been carefully selected on 
the basis of his scientific ability and his potential contribution to the 
welfare of his country through proper application of geological 
research and investigation. 

In the United States, at the time of this writing, 27 participants from 
13 countries are assigned to Geological Survey domestic field parties 
or laboratory groups carrying out, under close supervision and guid- 


Legal authorization: Public Law 402, 80th Cong.; Public Law 665, 83d Cong., the 
Mutual Security Act of 1954, as amended. 

88 Legal authorization: ICA See, Mutual Security Act of 1954, as amended; 
AEC participants, AEC Appropriation Act; U. N. participants, Public Law 402, 80th Cong. ; 
IES participants, Public Law 402, 80th Cong. 
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ance, geological research and investigations. Work assigned to each 
such participant closely approximates problems which he will under- 
take upon his return home. In many cases selected courses at universi- 
ties in the United States are taken followed by practical application 
within the Geological Survey. It is expected that approximately 24 
foreign geologists will be trained annually (in a 7-month course) 
in the geological interpretation of air photographs, including the com- 
pilation of a geological map of an area within their home country. 

In 20 foreign countries, advanced students and experienced - 
nicians serve as counterparts to 69 Geological Survey men. Begin- 
ning the first quarter of fiscal year 1959 geologist-teachers will be 
supplied to three universities in Brazil to further the teeng of 
Brazilian geologists. Assistance is being given the new School of 
Economic Geology at the University of Santiago in Chile. Special- 
ists are assigned to conduct 4-month seminars in modern research at 
the Geological Survey of India on special problems in geological 
investigations. These activities are administered from a central 
office in the Geological Survey by a relatively small and well-trained 
staff. Research facilities of other units of the Geological Survey are 
available as needed. 

Obligation for the program from funds transferred from the Inter- 
national Cooperation Administration totaled $126,950 for fiscal 1957. 
The estimate for fiscal 1958 is $167,290. 


D. FISH AND WILDLIFE SERVICE 


Instruction in conservation of fish and wildlife resources 


The Fish and Wildlife Service first participated in foreign aid 
under the program of the Interdepartmental Committee for Scientific 
and Cultural Cooperation, created by the President in May 1938. 
Similar but greatly enlarged responsibilities were assumed when the 
Technical Cooperation Administration was established in 1950, and 
these continued with the Foreign Operations Administration and the 
International Cooperation Adihinistestiam: A special fishery pro- 
gram of great importance was carried out in the Philippines in the 
period 1946-50 under the Philippine Rehabilitation Act. An essen- 
tial part of the program has been the training of foreign nationals in 
the tinited States. Academic or in-service instruction, or both, has 
been given to approximately 260 persons during the past two decades.™ 

The selection of participants for training in the United States is 
based on the idea that they will become active in existing develop- 
mental projects upon return to their home countries. The other 
country concerned and the office of the International Cooperation 
Administration in that country work jointly in the preparation of 
training plans and the selection of qualified candidates. Definite 
project proposals and background data on persons selected are sent 
to the office of the International Cooperation Administration in Wash- 
ington, which requests the Fish and Wildlife Service to determine 
feasibility of providing the proposed training. If the decision is 
favorable, a detailed program and itinerary is prepared, and funds 
are transferred from the International Cooperation Administration 


% Legal authorization for current program : Memorandum agreement between Department 
of the Interior and Foreign Operations Administration (predecessor to the International 
Cooperation Administration), effective March 15, 1954 
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to the Fish and Wildlife Service, which then assumes primary re- 
sponsibility for supervision of the training. 

The kind of training provided varies with the specialized subject 
of interest, background, and needs of the participant, and the nature 
of the work to be performed in the home country. Academic work, 
usually combined with practical experience, is provided for partici- 
pants in the fields of biology, product technology, education, statis- 
tics, and economics as related to the conservation of fish and wildlife 
resources. Practical training in one of the offices, laboratories, or 
field stations of the Service, or State organization, is provided when 
the field of interest is exploratory fishing, gear technology, or general 
fishery management. 

During the fiscal year 1957 a total of 13 foreign nationals from 6 
countries received training. Funds transferred from the Interna- 
tional Cooperation Administration to the Fish and Wildlife Service 
for this program for fiscal 1957 amounted to $58,653. The estimate 
for fiscal 1958 is $83,300. 


E. BUREAU OF MINES 


Training in the minerals industry 

The Bureau of Mines provides training of foreign nationals both 
in the United States and abroad, under the technical assistance phase 
of the foreign-aid program of the United States. Since the activity 
began in 1948 the Bureau of Mines has supplied advanced full-time 
training (1 year or more) to 127 selected metallurgists, chemists, and 
mining engineers from 24 countries. In addition many foreign 
trainees have been received for the short-term training at Bureau 
offices and laboratories. The training covers all phases of the min- 
erals industry. The program is administered jointly by the Wash- 
ington office and the many field offices and laboratories of the Bureau 
of Mines. Costs of the program are generally met by an allotment 
from ICA to the Bureau for each participant. Arrangements for 
training technologists sponsored by the United Nations, other inter- 
national agencies and foundations are by agreement between the Bu- 
reau and the sponsoring agency.™ 

During the fiscal year 1957 training of mineral technologists from 
abroad at Bureau laboratories increased one-third over fiseal 1956. 
Of the 36 technologists receiving training 28 completed their assigned 
studies and 8 remained at the end of the year. The 14 countries that 
provided these trainees were Afghanistan, Formosa, Greece, India, 
Indonesia, Iran, Iraq, Kenya, Korea, Mexico, Peru, the Republic of 
the Philippines, Thailand, and Yugoslavia. Training emphasis, ac- 
corded to the major needs of the countries represented was on mining 
and metallurgy, the production and efficient utilization of fuels, and 
health and safety practices. 

Funds transferred from the International Cooperation Admin- 
istration to the Bureau of Mines for this program (domestic only) 
ore a 1957 amounted to $70,625. The estimate for fiscal 1958 is 

5,560. 


55 Legal authorization: Mutual Security Acts; agreement between the Department of the 
Interior and FOA (ICA) March 15, 1954 ; agreement between the Department of the Interior 
cee nee. FOA (ICA) July 23, 1954; Public Law 402—International Educational 

ixchange Act. 
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F, BUREAU OF LAND MANAGEMENT 


Instruction in management of land resources 


Under the technical assistance program of the United States, since 
1951 the Bureau of Land Management has given training to selected 
foreign nationals in the United States and has sent technicians to 
underdeveloped countries to advise in the management of land re- 
sources.*® 

Foreign nationals with the Bureau of Land Management primarily 
participate in on-the-job training. Leaders from other countries ob- 
serve operations and exchange ideas on programs and policies. The 
Bureau assists to a limited extent when necessary in arranging special 
university courses as background for practical experience. 

Proven techniques fundamental to the settlement of extensive land 
areas and resources development are emphasized. They are particu- 
larly adaptable to the major land problems of developing countries. 

Field work is carried on mainly in our Western States where people 
from the arid and semiarid regions of the world also have an oppor- 
tunity to work and observe accomplishments under conditions similar 
to those encountered in their countries. Opportunities are available 
for experience in an advancing economy under frontier conditions with 
Bureau of Land Management officials in Alaska. 

Foreign nationals are provided an opportunity to study public land 
policies and legislation all the way through the methods followed in 
actual operations. Training is primarily on an individual basis. 
Many programs are developed around the individual’s special interest. 

Essentially all trainees are participants in the International Coop- 
eration Administration’s technical exchange programs. They are ac- 
cepted by the Bureau either at the request of ICA or of other cooper- 
ating agencies. International activities are coordinated by a staff 
officer in the Division of Technical Programs. The facilities and offi- 
cials of the Bureau are utilized as necessary in training program im- 
plementation when there is not undue interference with domestic re- 
sponsibilities. ICA reimburses the Bureau for the cost of these activi- 
ties. During the fiscal year 1957 the Bureau gave some training to 
56 foreign nationals from 17 countries. Obligations for the program 
(funds transferred from the ICA for fiscal 1957) amounted to $9,160. 
The estimate for fiscal 1958 is $7,280. 


Cuaprer 15. Programs or THE NationaL Scrence FounpATION 
A. INTRODUCTION AND SUMMARY 


Under congressional authorization the National Science Foundation 
awards fellowships in the mathematical, physical, medical, biological, 
and engineering sciences, including anthropology, psychology, geog- 
raphy, certain interdisciplinary fields, and fields of convergency be- 
tween the natural and social sciences. The Foundation makes the 
awards solely on the basis of ability for study at accredited nonprofit 
institutions of higher education in the United States or any similar 
institutions abroad of the recipients’ choice. A number of the recipi- 
ents choose foreign institutions. This report is concerned with these 


% Legal authorization: FOA (ICA)-Interior Agreement, 1954. 








128 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 


awards to citizens of the United States for study in institutions of 
higher learning abroad. 

he Foundation has programs for the award of predoctoral, post- 
doctoral, senior ee and science faculty fellowships. While 


these several fellowship programs are very similar in most respects 
they have certain distin baishinee features which this chapter brings 
out. 

Total obligations for the fellowships awarded United States citizens 
for study in other countries amounted to about $628,000 for fiscal 1957. 

The National Science Foundation also makes awards to leading 
American scientists to enable them to attend international scientific 
meetings which are largely educational in nature. It supports a scien- 
tific translations program, and makes grants for the translation of 
Russian scientific works. These translations become available for use 
in educational institutions in the United States and other countries. 
With the use of funds transferred from the Department of State, the 
Foundation organized and set up the educational, scientific exhibits 
contributed by American college and commercial laboratories for the 
Tnternational Hall of Science at the Brussels World’s Fair of 1958. 


B. PREDOCTORAL FELLOWSHIPS 


The National Science Foundation program of predoctoral fellow- 
ships was initiated in 1952 and has continued to the present.” The 
program offers opportunity to unusually able graduate students to 
complete expeditiously the best training in science, mathematics or 
engineering of which they are capable. 

he foundation .selects awardees according to recommendations 
made by panels of scientists appointed by the National Research 
Council of the National Academy of Sciences. 

Stipends are $1,600, $1,800, and $2,000 per annum, for respectively, 
first-year, intermediate and terminal graduate students. Tenures are 
9 or 12 months at the option of the fellow. Renewal applications are 
accepted. The Foundation pays tuition and fees and limited depend- 
ency and travel allowances. 

For the 1957-58 academic year the Foundation awarded fellowships 
to 13 graduate students for study in 4 foreign countries. Obliga- 
tions for these fellowships for fiscal 1957 amounted to approximately 
$31,000. Theestimate for 1958 is the same. 


C. POSTDOCTORAL FELLOWSHIPS 


The Foundation initiated the postdoctoral-fellowship program 
along with the predoctoral fellowships in 1952.% The purpose of the 
postdoctoral-fellowship program is to provide support for individuals 
who have recently received doctoral caries in science, mathematics 


or engineering to enable them to obtain additional high-level training 
with a view toward improving themselves as investigators. 

The stipend for these fellowships is at the rate of $3,800 per year 
for the first 12 months and $4,200 per year for the second 12 months. 
Tenures are from 6 to 24 months at the option of the fellow. 





* Legal authorization: Public Law 507, 81st Cong., sec. 3, par. (a) (4) ; sec. 10. 
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For the academic year 1957-58 the Foundation awarded 34 post- 
doctoral fellowships for study in science, mathematics and engineerin 
in 10 foreign countries. Obligations for these fellowships for fisca 
1957 amounted to about $172,000. The estimate for fiscal 1958 is 
$360,000. 

D. SENIOR POSTDOCTORAL FELLOWSHIPS 


The Foundation launched its program of senior postdoctoral 
fellowships in 1956. The purpose is to achieve two related objec- 
tives: (1) to provide opportunities for scientists who have demon- 
strated superior ncreuinitiahiaadin in a special field to become still more 
proficient in their respective specialties by studying and doing re- 
search—during a sabbatical leave period or otherwise; and (2) to pro- 
vide opportunities for selected scientists to study and undertake reseach 
in fields complementary to those in which they were trained, thereby 
raising the level of our scientific potential by assuring increased recog- 
nition of, and competence in, interdisciplinary fields of science. 

Stipends are of the salary-matching type between limits of $4,000 
and $10,000 per annum. The stipend is adjusted downward to com- 
pensate for funds received from sabbatical leave pay, other fellow- 
ships, and comparable sources while on a National Science Foundation 
fellowship. Limited travel and special allowances are available. Ten- 
ures of 3 to 24 months are available at the option of the fellow, and 
the months of tenure need not be continuous. The Foundation accepts 
renewal applications. 

For the academic year 1957-58 the Foundation awarded fellowships 
to 42 senior scientists for study and research in 11 foreign countries. 

Obligations for these fellowships for the fiscal year 1957 amounted 
to approximately $340,000. The estimate for fiscal 1958 is approxi- 
mately the same. 


E, SCIENCE FACULTY FELLOWSHIPS 


The ultimate purpose of National Science Foundation’s faculty fel- 
lowships program is to improve the standard of college-level science 
and mathematics instruction. As a means to this end the Foundation 
provides science teachers opportunities for pursuing specialized plans 
of work and study which will give them a better understanding of 
their respective branches of science.® 

The Foundation initiated this program in 1957. 

Stipends are of the salary-matching type between the limits of $4,000 
and $12,000 per annum. The Foundation adjusts the stipend pro- 
career downward in instances of funds received by the fellow 

rom other fellowships and similar sources. The Foundation pays 
tuition and fees and makes limited travel and special allowances. 

Tenures are from 3 to 15 months, not necessarily continuous, at the 
option of the fellow, who has the privilege of application for renewal. 

For the academic year 1957-58 the Foundation awarded fellowships 
to 14 college and university science, mathematics, and engineering 
teachers for study in 6 foreign countries. 

Obligations for these fellowships for fiscal 1957 amounted to $85,000. 
The estimate for fiscal 1958 is $183,000. 


8 Ibid. 
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¥F. ATTENDANCE AT INTERNATIONAL SCIENTIFIC MEETINGS 


In 1952 the National Science Foundation initiated a program of 
awards to selected American scientists to enable them to attend interna- 
tional scientific meetings.® The purpose is to increase their scientific 
knowledge, so that they can perform more effective research and give 
better training to their research assistants. 

Panels of outstanding scientists recommend individuals for these 
awards, which usually cover part of the cost of travel and living 
expenses during the meetings. 

uring fiscal 1957 the Foundation gave awards to 209 leading Amer- 
ican scientists to attend meetings in 17 foreign countries, mostly Euro- 
pean, but including also Brazil, Japan, and Australia. 

Obligations for the program for fiscal 1957 amounted to $122,069. 
The estimate for 1958 is $125,000. 


G. SCIENTIFIC RESEARCH GRANTS 


Since soon after its establishment, in 1950, the National Science 
Foundation has been making grants for basic research in the sciences. 
Some of these grants go to foreign educational and research institu- 
tions, and to the extent that they contribute to the educational work 
of these institutions they promote education on an international scale. 

During the fiscal year 1957 the Foundation made such grants to 
institutions in Sweden, Bermuda, Italy, Japan, and Thailand. Obli- 
gations for these grants for fiscal 1957 tota ed $91,000. The estimate 
for fiscal 1958 is $100,000. 


H. PARTICIPATION IN THE INTERNATIONAL HALL OF SCIENCE 


With the use of funds transferred from the Department of State, 
the National Science Foundation organized and set up the United 
States scientific exhibits at the Brussels World’s Fair of 1958.° The 
Foundation. recruited a staff for this purpose in the spring of 1957 
and with the advice of leading scientists began planning and organiz- 
ing the 51 exhibits at that time. A number of educational and indus- 
trial laboratories in the United States contributed money, staff time, 
instruments, and in several instances complete exhibits. 

At the time of this writing the Foundation has a small staff in 
Washington for liaison between the State Department staff in Brussels 
and the scientific contributors in the United States. The Foundation 
staff is currently developing plans for effective use of these science 
exhibits in the United States after the fair closes, to arouse the interest 
of students in the sciences. 

It is impossible to determine how many of the estimated 35 million 
visitors to the fair will view or study these exhibits in the Interna- 
tional Hall of Science. A large percentage of the visitors to the hall 
will undoubtedly be teachers and students of science. 

Transferred funds to be spent during the period January 1, 1957, 
to December 31, 1958, total $550,000. 


5° Tegal authorization : Public Law 507, 81st Cong., sec. 8 (a) (5 


) (5). 
® Legal authorization: Public Law 860, 84th Cong. Delegation of authority and trans- 
fer of funds by the Department of State. 





ce 
eS. 


u- 
rk 
le. 
to 
li- 
te 


GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 131 


I, FOREIGN SCIENCE INFORMATION PROGRAM 


To promote the international interchange of scientific knowledge 
between scientists and science students the National Science Founda- 
tion is carrying out a program for the translation into English of 
scientific works published in other languages, principally Russian.” 

The Foundation made its first grant for this purpose in May 1952. 
From July 1953 through December 1956 the Foundation supported a 
Russian translations depository at the Library of Congress. 

In 1958 the Foundation is supporting the translation of 28 Russian 
journals and 12 Russian scientific books, besides 2 abstracts series and 
1,500 pages of Russian mathematics articles. The Foundation is also 
partly supporting the depository of the Special Libraries Association 
Scientific Translations Center at the John Crerar Library in Chicago. 
The center maintains liaison with translation depositories of the other 
English-speaking nations, so that through the aid of the Foundation 
scientists in the United States have access to the entire body of un- 
classified scientific translations into English. Translations listed in 
a monthly bibliography issued by the center are available to scientists 
and students at a nominal cost. 

The countries most affected are those in which English is the prin- 
cipal language of science. However, in the case of Russian transla- 
tions, other countries such as France, Belgium, and Holland, whose 
scientists can read English more readily than Russian, are also affected. 

Obligations of the National Science Foundation for the program 
for the fiscal year 1957 amounted to $195,477. The estimate for 1958 
is $787,000. 

To the extent that scientists, including professors of science, and 
students of higher education in the sciences and engineering utilize 
the available translations from the Russian, they are presumably 
affected by the information and ideas conveyed by Russian scientists. 
As the knowledge of the progress of Russian science increases through 
the existence of a large-scale translation program the pressure on 
colleges and universities to offer more courses in Russian for them will 
increase. 

Similarly, insofar as students of higher education in the sciences 
and engineering make use of the translations from all languages de- 
posited with the Scientific Translation Center, they are presumably 
affected by the information and ideas conveyed by scientists of many 
nations. 


CHAPTER 16. ProGRAMS OF THE ATOMIC ENERGY COMMISSION 
A. INTRODUCTION AND SUMMARY 


Within the past 10 years the Atomic Energy Commission has or- 
ganized 4 programs involving international education: (1) Operation 
of an International School of Nuclear Science and Engineering by the 
Argonne National Laboratory ; (2) training in radioisotope tacnl ues 

iven to foreign students by the Oak Ridge Institute of Nuclear 
studies; (8) courses in reactor engineering and radioisotope tech- 
niques offered Latin American citizens at the Puerto Rican Nuclear 


“Legal authorization: Public Law 507, 81st Cong., sec. 3, par. (a) (5); sec. 11 (g). 
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Center ; (4) training in radiochemical and counting procedures offered 
scientists from other countries at the New York Operations Office of 
the Commission. 

As a whole the training is at the level of higher education. All 
of the programs have increased the opportunities of foreign nationals 
for nuclear science education. Some of the courses have also added 
to the opportunities of United States citizens to obtain scientific 
training. 

The programs are intended to contribute to implementation of the 
President’s atoms-for-peace program and the development of interna- 
tional good will. 


B. INTERNATIONAL NUCLEAR TECH NOLOGY SCHOOL 


Under authority of the Atomic Energy Act of 1954, the Atomic 
Energy Commission established in 1955 an International School of 
Nuclear Science and Engineering. The purpose was to meet the re- 
Seen for training individuals in nuclear technology under the 

resident’s atoms-for-peace program. The Commission arranged for 
the training to be administered by the Argonne National Laboratory. 

In 1956, the program was expanded to provide cooperative partici- 
pation with the North Carolina State College at Raleigh, N, C., and 
the Pennsylvania State University at University Park, Pa. Both 
of these institutions have nuclear reactors. 


Advanced training in nuclear science 


Admittance to the international school is by application. All 
United States applicants must be sponsored by industry or by a Gov- 
ernment agency or private organization having a demonstrated in- 
terest in the development of atomic energy. 

A committee on admissions selects applicants to be admitted to the 
training. The selection is based upon the qualifications of the appli- 
cants and the relative need of the sponsoring government or organiza- 
tion for personnel trained in nuclear science. The equivalent of a 
bachelor’s degree in physical science or engineering with high academic 
standing, and at least 2 years of professional experience or 1 year of 
pertinent graduate study is required of applicants. No academic de- 
grees are granted under this program. 

United States citizens desiring admission to the training apply to 
the Atomic Energy Commission in Washington or to the Argonne 
National Laboratory at Lemont, Il. Foreign nationals apply through 
the International Cooperation Administration or a United States 
embassy. 

The tuition is $2,000 for the complete course.“ This charge includes 
all incidental fees, textbooks and laboratory materials. It does not 
include living expenses such as housing, food, medical care, or trans- 
portation to and from the United States. These latter costs are usually 
arranged by the student with his sponsoring Government agency or 
organization. Approximately one-third of the students are financially 
supported from ICA funds made available to foreign governments. 


® Public Law 703, 83d Cong. 


® The tuition fee is paid variously by foreign individuals, governmental agencies, uni- 
versities, industries, or from mutual security funds. 
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The course is conducted twice a year and is in two parts. The first 

art includes basic work for a 17-week period at either the North 

arolina State College or Pennsylvania State University. The sec- 
ond part is a 17-week period of training at the Argonne National 
Laboratory. 

The program has been operated at about the same level since its 
institution in 1955. Enrollment is limited to the number that can be 
accommodated at the time. Currently about 60 foreign students and 
from 6 to 13 United States students are admitted per course—approxi- 
mately 130 students per year being trained. Through 1957 about 
300 persons from 43 foreign countries and 85 from the United States 
completed the course. 

The Commission provides the training at existing facilities. Dur- 
ing the fiscal year 1957, 108 foreign students attended the school, with 
25 United States citizens. The budget costs of the program is partly 
offset by the tuition payments, which amounted to $226,000 for fiscal 
1957. he budget cost for fiscal 1957 was $663,000. The estimate 
for fiscal 1958 is $585,000. 

Increase of training opportunities 

Many foreign nationals who have attended the International School 
of Nuclear Science and Engineering have returned to their respective 
countries to teach or do research at universities and colleges. Their 
work is increasing the educational opportunities for foreign students 
interested in studying in the field of peaceful uses of atomic energy. 

The international school is also providing exceptional opportunities 
for a limited number of United States students to pursue advanced 
studies in this field. 


Atomic energy for peaceful purposes 

Through the administration of the International School for Nuclear 
Science and Engineering the United States is assisting other free na- 
tions in peaceful applications of atomic energy. Through followu 
correspondence, it has been learned that graduates of the Internationa 
School have returned to their countries to assume high level adminis- 
trative posts in their atomic energy commissions or are to take charge 
of important nuclear laboratories operated by their governments or 
industries. Other graduates have returned to instruct in nuclear 
sciences or to initiate research programs in universities. Many par- 
ticipants have progressed to the point that they are presenting papers 
at the Geneva on erence on Peaceful Uses of Atomic Energy. 

The Atomic Energy Commission has cooperated in planning the 
programs of several teams and many individual grantees visiting the 
United States through the leaders program of the International dn. 
cational Exchange Service who are interested in the uses of atomic 
energy for medical diagnosis and other peaceful purposes. 


C. OAK RIDGE TRAINING IN RADIOISOTOPES TECHNIQUES 


For a number of years the Oak Ridge Institute of Nuclear Studies 
(a nonprofit educational corporation of 35 southern universities) has 
conducted specialized training courses under contract with the Atomic 
Energy Commission.™ 


* Now under authority of Public Law 703, 83d Cong., as amended. 
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For the purpose of providing training in the principal techniques 
of handling and using radioisotopes in research, the Institute in 1948 
established a special course in such techniques. The course was in- 
tended orhaseity for American students, but a limited number of for- 
eign scientists were admitted. 

In 1954 the Commission approved establishment of occasional 
special courses for foreign students and general admission of foreign 
students to regularly scheduled courses. 

The first special course for students from other countries was begun 
in May 1955. Such courses are now offered each year. For the calen- 
dar year 1958 the Commission approved a quota of foreign students 
equal to 30 percent of the total enrollment. 

Training in radioisotope techniques 

The training program, which is conducted 6 times a year, consists 
of courses of 4 weeks duration in the techniques of using radioiso- 
topes in research. The courses are divided into laboratory work, 
lectures and Jaboratory experiments, general-background lectures, and 
special-topic seminars. 

Participants pay a nominal tuition of $25 and their own living and 
transportation expenses. Since the Commission has the necessary | 
facilities and standardized procedures for using isotopes, it is possible 
to conduct this course at a minimum charge to participants. 

A maximum of 32 foreign participants can be accommodated in each 
of the 4-week courses. Through December 1957 a total of 227 persons 
from 46 foreign countries had completed the training. 

The program utilizes existing facilities. During the fiscal year 
1957, 55 foreign nationals attended the Institute. The budget costs 
for that portion of the total expenditure which applies to foreign 
students for fiscal 1957 was $42,300. The estimate for fiscal 1958 is 
$43,500. The nominal tuition collected (amounting to $1,375 for 
fiscal 1957) partly offsets the budget costs. 

Opportunities for training in radioisotopes techniques 

This program has increased the educational opportunities for grad- 
uate personnel and technicians, American and fomlan, interested in 
the various uses of isotopes. Many foreign nationals who have at- 
tended these courses have returned to their respective countries to 
engage in research or teaching, generally in institutions of higher 
education. Correspondence with participants after returning to their 
countries indicates that the majority are actively engaged in the appli- 
cation of the training they received. 


An American “first” 


This course was the first to make available to Latin America formal- 
ized training in applications of atomic energy. 


D. PUERTO RICO NUCLEAR CENTER COURSES 


On October 2, 1957, the Atomic Energy Commission and the 
University of Puerto Rico signed a contract * to establish at the uni- 
versity a research and experimental center to serve students from the 
Republics of Latin America. At this center training programs are 





® Under authority of Public Law 703, 83d Cong. 
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conducted in (1) reactor engineering and technology and (2) radio- 
isotopes techniques. Training courses in other phases of atomic en- 
ergy development are being established at the center in 1958. 


Training in nuclear technology 


During the latter part of 1957 the center initiated reactor engineer- 
ing courses. Instruction has been similar to that in the International 
School of Nuclear Science and Engineering. The AEC contract with 
the university provides for an increase in both the number of students 
and the courses of instruction. 

At the time of this writing two sessions of a radioisotopes course 
have been offered, and the initial reactor engineering course is still 
in progress. About 30 students have been trained in the courses to 
date. Although these courses have enrolled Puerto Rican students 
only, the center plans to accommodate a growing number of students 
from Latin American countries. 

The instruction has been and will continue to be given in Spanish. 

The estimated budget cost for the program for fiscal 1958 is $300,000. 
The cost of the training will be partly offset by tuition charges, which 
are comparable to those for other technical courses at the University. 


Nuclear education in Spanish 


The Puerto Rican Nuclear Center is making available, for the first 
time, higher education in nuclear engineering and radioisotopes in the 
Spanish language and in the Latin American students’ own cultural 
environment. 


Cooperation with Latin America 


This training is a part of the direct implementation of the Presi- 
dent’s atoms-for-peace program. It is designed (1) to aid in estab- 
lishing closer cooperation with Latin American States in the peaceful 
uses of atomic energy, and (2) to assist these countries toward a higher 
standard of living and prosperity through advances in the utilization 
of nuclear energy. 


E. TRAINING IN RADIOCHEMICAL AND COUNTING PROCEDURES 


In March 1956, at the first session in New York of the United 
Nations Scientific Committee on the Effects of Atomic Radiation, rep- 
resentatives of foreign countries expressed interest in establishing 
collection and monitoring stations for the purpose of measuring 
radioactive fallout materials throughout the world. The United 
States offered technical assistance to foreign governments in estab- 
lishing such stations and in training personnel to operate them. Ac- 
cordingly, the Atomic Energy Coromission initiated a program to 
train such personnel. 


Training foreign scientists 


Applications from foreign countries for training in radiochemical 
and counting procedures were transmitted by the United States De- 

artment of State to the Atomic Energy Commission. The training 

egan in November 1956 on an informal basis at the Health and Safety 
Laboratory of the New York Operations Office of the Commission. 
Plans have been proposed for the continuation of this training on a 
formal basis in 1958. 

34053—59——10 
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At the time of this writing, 5 foreign countries have sent a total 
of 8 scientists to receive this training. 

The Commission trains the personnel at existing facilities. For 
fiscal 1957, appropriations to the Commission were not increased as 
a result of this training, which was arranged for individual countries 
requesting assistance. The cost, therefore, is not shown as a separate 
budget item. 

No funds have been budgeted for this training for fiscal 1958. Un- 
less the demand for training necessitates budget proposals, the pro- 
gram will be conducted as in 1957. 


International protection from radiation hazards 


The international training of scientists for collection of radioactive 
debris and analysis of samples contributes to worldwide protection 
from hazards associated with radiation. 


Cuaprer 17, Acrivirtres OF THE LIBRARY OF CONGRESS 


A. INTRODUCTION AND SUMMARY 


Although its primary responsibility is to serve the Congress of the 
United States, and it functions as a part of the legislative branch, the 
Library of Congress also, directly and indirectly, serves other agencies 
of the United States Government, the libraries of this and other coun- 
tries, and the whole world of ae 

In carrying out its functions, the Library of Congress—serving in 
many respects as a national library—makes certain distinctly identi- 
fiable contributions to education on an international scale, although 
it has no international educational programs, per se. The Library has 
engaged in cooperative enterprises and produced many products that 
serve to further the dissemination of knowledge.®** Among such activi- 
ties of the Library are (1) the international exchange of publications, 
(2) reference and bibliographic services to scholars in many countries, 
(3) loan of books to foreign libraries under certain conditions, (4) 
maintenance of the National Union Catalog (the nearest existing - 
proach to a comprehensive international bibliography) &* and (5) sale 
of catalog cards which make available to other nations the work of the 
Library’s experts in cataloging and classification. 

While these activities contribute to international education in gen- 
eral, they affect education more at the higher level, giving aid princi- 
pally to advanced scholarship. 

These activities are incidental to the Library’s basic functions. Ex- 
cepting funds transferred from the Department of State, identified 
later in this report, monetary obligations for these purposes are in- 
cluded in other budgetary items and are not segregable from them. 















® Statutory authority for international eggee tinge of the Library of Congres is found 
in a number of congressional enactments. he act of February 19, 1897, c. 265, sec. 1, 29 
Stat. 544, 546 (2 U. 8. C. 136), provides the Librarian of Congress with general adminis- 
trative authority over Library services; the act of June 28, 1902, c. 1301, sec. 1, 32 Stat. 
480 (2 U. S. C. 150), authorizes the sale of Paes catalog cards. card indexes, published 
catalogs, accessions lists, and classification schedules ; the Copzright Act (title 17, U. 8S. C.) 
requires administration of the Copyright Office and its activities; the Libra of Congress 
Trust Fund Act of March 3, 1925, authorizes gooperative undertakings and the acceptance 
of trust and gift funds for Library purposes (2 U. 8. C. 156, 160, 162); and international 
Tyee. “Wd — are authorized by several statutes collected and codified in 44 

i ea . a. 

* A publication containing reproductions of printed cards for holdings of the Library of 
Congress and other libraries: since 1956 is available abroad. 
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B. EXCHANGE OF PUBLICATIONS WITH OTHER COUNTRIES 


Through the large-scale exchange of United States Government pub- 
lications and surplus duplicates for publications of other countries, 
the Library of Congress makes an important contribution to interna- 
tional education. The Library uses the facilities of the International 
Exchange Service of the Smithsonian Institution in transmitting 
many of the publications sent to and obtained from other countries. 
This program, begun on a small scale in 1837 to build up the Library’s 
collections, now encompasses a worldwide network of more than 16,000 
exchange agreements, which, in the fiscal year 1956-57, brought to the 
Library over 435,000 publications from foreign governments and insti- 
tutions, and sent an approximately equal number in return. 

Under United States statutes, the Library of Congress is entitled 
to receive for use in international exchange 125 copies of all nonconfi- 
dential United States Government publications, and is designated as 
the recipient of the official publications forwarded by other countries 
under international treaties and other formal agreements for the ex- 
change of official publications between the United States and foreign 
jurisdictions. At present, there are 105 full (about 8,000 pieces an- 
nually) and partial (about 1,000 pieces annually) sets of United States 
Government documents going to national and other principal libraries 
abroad. In addition to these intergovernmental arrangements, the 
Library has agreements for the exchange of publications with thou- 
sands of libraries, universities, societies, museums, academies, scientific 
and technical institutions, and other research centers in other countries. 


C. INTERNATIONAL COOPERATION IN CATALOGING 


One of the first requirements for any international bibliographic 
effort is agreement on standardization, on the form that individual 
entries are to follow, whether they are to be used in a library catalo 
or ina bibliography. Since 1901, the Library of Congress has work 
on the development of rules that would result in the standardization 
of library catalogs and make possible cooperative cataloging on a 
national or international basis. Rules for Descriptive Cataloging in 
the Library of Congress has been accepted as the American standard. 
These rules have also been translated into Spanish and Portuguese 
and have had great influence on cataloging rules in many countries. 
Separate rules for the cataloging of motion pictures and filmstrips 
had the benefit of the scrutiny of the International Film Conference 
held in 1951, of recommendations made by the United Nations Educa- 
tional, Scientific, and Cultural Organization at the 1953 Conference 
on International Standards for Film Cataloging, and of an inter- 
change of views with the British Film Institute. “ihe Library’s rules 
for the cataloging of motion pictures have been translated into French 
and Spanish. e Library of Congress is also pursuing, with na- 
tional and international library associations, the goal of a worldwide 
code of cataloging rules. 


D. COMPILATION OF INTERNATIONAL BIBLIOGRAPHY 


Periodic catalozs and lists of the titles currently received in any 
library serve a very useful purpose. When such catalogs and lists 
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have the extensiveness of a Library of Congress accessions list, and 
when they also include titles received by other libraries, they become 
indispensable to scholars and research workers at home and abroad. 
The Library’s principal effort in this field in the National Union 
Catalog. This cumulative publication lists the books currently 
cataloged by the Library of Congress and by more than 400 other im- 
portant libraries in the United States and Canada. It also locates each 
title in one or more libraries, and it includes foreign as well as Ameri- 
can publications. Published in its present form since 1956, this 
catalog is currently listing and locating some 100,000 current titles 
perannum. Since the libraries of North America collectively acquire 
so large a percentage of the world’s publications, the National Union 
Catalog has already become the nearest approach to a comprehensive 
international bibliography in existence. It is sent to numerous 
foreign libraries on the basis of purchase or exchange. 

The Library of Congress also cooperates with other North American 
libraries in publishing lists of the current accessions of these libraries 
in special fields. Their currency and comprehensiveness make these 
lists of great value to all institutions, wherever located, that are en- 
gaged in education or research. 


E. INTERNATIONAL USE OF CATALOG CARDS 


The sale of its printed catalog cards to other libraries constitutes per- 
haps the most important immediate service which the Library of Con- 
gress renders to them. Significant economies are made possible 
through the use of these cards, because they convey to the users the 
results of the application of standardized cataloging rules—the work 
of the Library’s experts in cataloging and classification. Their sale is 
preponderantly to libraries in the United States and Canada, but the 
are widely used in Latin America and throughout the world. In addi- 
tion, complete sets of these cards have been deposited on a continuing 
basis in a number of the most important foreign libraries. Covering 
the publications of all countries and periods of time, the several mil- 
lion cards in a complete set provide the basis for developing in these 
library centers union catalogs of the holdings of all libraries in a given 
nation or region. ‘The value to scholarly investigators of a catalog 
which locates in some library in the country all the research titles 
known to have been acquired is obvious. 


F. USE OF THE LIBRARY’S CLASSIFICATION SCHEDULES ABROAD 


The Library of Congress has developed its own classification system, 
a detailed and comprehensive system designed to meet the needs of a 
very large research library. It has been adopted by several hundred 
other libraries in the United States and in foreign countries, par- 
ticularly, as would be expected, by the larger and more highly special- 
ized libraries. The volumes containing the Library of Congress 
schedules may be purchased or acquired on exchange by foreign in- 
stitutions. They are periodically revised, and are kept up-to-date by 
the Quarterly Library of Congress Classification—Additions and 
Changes. The Library of Congress classification symbols for every 
book cataloged by the Library of Congress (except in the field of law) 
appear on the printed card for that book. 
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The Library of Congress is also preparing for publication the cur- 
rent edition of the Dewey decimal classification system. This flexible, 
expansive system is widely used by public libraries, and is well adapted 
to the needs of all libraries, save, perhaps, the very largest. It is by 
far the most widely used of all classification systems, and has been 
adopted in many foreign countries. Its use of Arabic numerals, with- 
out any letters, and its relative simplicity make it more satisfactory 
for international use than the Library’s own classification system. 
Dewey decimal classification numbers, as well as Library of Congress 
classification numbers, appear on Library of Congress printed cards 
for a wide range of titles, thus making these catalog cards valuable 
to libraries using either system. 


G. BIBLIOGRAPHICAL SERVICES TO WORLD SCHOLARSHIP 


Because of its immense collections and bibliographical resources,* 
students and advanced scholars in many countries direct inquiries to 
the Library of Congress for information on their research problems. 
Although many such questions relate to American history and Ameri- 
can life, there are innumerable instances in which the Library’s refer- 
ence service provides information and guidance to resources for the 
study of subjects in any one of the fields in which it possesses special- 
ized competence. 

The Library’s reference services, as well as the need to organize 
information about its collections for the continued improvement of 
these services, lead to the compilation and frequent publication of 
bibliographic works. These bibliographies, lists, and guides become 
available to government and private institutions, scholars, and students 
throughout the world, especially in those countries linked to the 
United States through agreements for the exchange of publications. 
The Library’s current surveys of the literature of Africa—tools for 
research such as the two-volume bibliography of Foreign Language- 
English Dictionaries and the List of Russian Abbreviations, basic 
inventories of such diverse collections as the works of Walt Whitman, 
and the Library’s collections of maps and atlases, continuing analyses 
such as Highlights of Current Legislation and Activities in Mid- 
Europe, such annual guides as the Handbook of Latin American 
Studies (which represents the joint enterprise of scholars in many 
countries)—all provide source materials for educational purposes. 

The Library is frequently called upon to cooperate in international 
efforts to improve facilities for scholarship. For example, the Map 
Division compiles the section on the United States for the Biblio- 
graphic Cartographique Internationale, and the General Reference 
and Bibliography Division contributes to the international Index 
Translationum and the Index Bibliographicus. The Library also 
cooperates with international organizations, such as the United Na- 
tions Educational, Scientific, and Cultural Organization, by pre- 


* The holdings of the Library totaled more than 36 million items on June 30, 1957, 
including over 11 million books and pamphlets, 159,000 bound volumes of newspapers, more 
than 15 million manuscripts, some 2,300,000 maps, 2 million pieces of music, nearly 3 
million photographic items, and thousands of fine prints, motion pictures, recordings, micro- 
films, and many other kinds of materials in a multitude of languages. 

® These include such fields as the humanities and the social sciences in general, geog- 
oy and cartography, oriental and Islamic culture and history, Slavic studies, Hispanic 
and Latin American studies, and the law and legal literature of the world. 
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aring an annual report on the year’s work in bibliography in the 
nited States. 
H. LOAN OF BOOKS TO FOREIGN LIBRARIES 


The system through which United States libraries may borrow 
from the Library of Congress books that are needed for research, 
and that are not available locally, extends to libraries in other coun- 
tries. If a book is not irreplaceable and is not needed for official 
use, it may be lent to libraries abroad. Photostat and microfilm copies 
of both printed and manuscript material in the Library’s collections 
on which there are not copyright or other restrictions, may be ordere 
through the Library’s Photoduplication Service, and positive prints 
of the extensive collections of source materials on microfilm may also 
be purchased. Thus, the accessibility of the Library’s research mate- 
rials is extended to other nations. 


I. MUSICAL AND LITERARY PRESENTATIONS FROM ABROAD 


It is often said that music is an international language, and in its 
musical activities the Library of Congress draws no national bound- 
aries. It presents, through the several privately endowed founda- 
tions in the Library, concerts of compositions by musicians of many 
lands, and it commissions works and presents lectures on musical de- 
velopments without regard to national origins. The same applies to 
a considerable extent to its endowed poetry and literature series, 
although these programs are usually presented in English. 


J. FOREIGN VISITORS AND PROFESSIONAL RELATIONS 


During the fiscal year 1957, the Office of the Deputy Chief Assistant 
Librarian alone, which has special responsibilities in international 
relations, assisted more than 400 visitors from about 50 foreign coun- 
tries. About half of them were librarians or persons connected with 
library work ; their visits lasted from an hour to several months. Some 
came independently, some were sent by their institutions, some had 
foundation grants, and others came under the auspices of the inter- 
national educational exchange program of the Department of State. 
For the fiscal year 1957 the Library of Congress received from the 
Department of State a transfer of funds amounting to $16,545 for the 
maintenance of librarians from foreign countries studying libraries 
and library methods and services in the United States. The Library 
of Congress received a transfer of funds amounting to $6,300 for the 
purpose in fiscal 1958. 

The Library also has many visitors of state. Among those who have 
come in recent years are the Queen Mother Elizabeth, of Great Brit- 
ain; Prime Minister Shigeru Yoshida, of Japan; President Giovanni 
Gronchi, of Italy; and President Sukarno, of Indonesia. Whether 
their interests are broadly cultural, are in the techniques of librarian- 
ship, or are in subject or area specialization, the Library provides 
information and instruction and, since such visits and exchanges are 
two-way streets, receives much in return. 

Less frequently do Library of Congress staff members go abroad 
under exchange programs, but a 2-year exchange of catalogers between 
the Library oF Cokigrese and the National Library of Turkey, recently 
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completed, is an example of an activity designed not only to illustrate 
professional techniques but to develop knowledge of the languages and 
cultures of the two countries. Other members of the staff have lectured 
abroad on Fulbright scholarships. 

Often, when libraries are being organized or reorganized, advice 
from the Library of Congress is sought; the Chief Assistant Libra- 
rian, for example, was a member of the Library mission to Japan 
after World War II, which advised on the structure and functions of 
a new National Diet Library. 

The Library’s area specialists on the Near and Middle East, south- 
east Asia, Japan, Hispania, Latin America, etc., keep in personal touch 
with librarians, scholars, administrators of research centers, and book- 
dealers in other countries through periodic visits, the chief purpose 
of which is to acquire shatieledee ith keep exchange and ania 
arrangements in good working order. Officials of the Library also 
take an active part in international professional organizations which, 
by their nature, promote the exchange of information, and they con- 
tribute articles to the technical and professional journals published 
by these organizations. It is not unusual for staff members to serve 
them in some official capacity. 

The Library of Congress sponsors conferences at the Library, such 
as the Conference on American Library Resources on Southern Asia, 
the Hispanic Colloquium, and the Colloquium on Islamic Culture in 
Its Relation to the Contemporary World, which are attended by 
outstanding scholars from other countries. The institution has a 
number of nonsalaried consultants whose areas of specialization 
involve international education. 

Altogether, the professional contacts of the Library of Congress 
in furthering international understanding, the exchange of informa- 
tion, and world scholarship are extensive. 

Funds are transferred to the Library of Congress from the Depart- 
ment of State for activities under the Department’s international edu- 
cational exchange program. ‘These funds are used for the mainte- 
nance of librarians from foreign countries who come to the United 
States under official programs to study library methods and services. 
The amount of transfer depends on the number of persons assisted. 


K. THE LIBRARY'S EXHIBITS IN OTHER COUNTRIES 


American civilization and culture, in general, and the collections 
and activities of the Library of Congress, in particular, are sometimes 
pictured through exhibits prepared by the Library for exhibition in 
other countries. Such exhibits are shown at international meetings 
and other events in which the Library or the Government takes part, 
are lent directly to institutions abroad, or are requested and distributed 
by the United States Information Agency. Individual documents are 
also lent occasionally; for example, materials relating to Lafayette 
were, with the proper safeguards, sent through officials channels for 
inclusion in the Lafayette Bicentennial Exhibition held at the National 
Archives of France. In turn, appropriate exhibits from other coun- 
tries are sometimes shown at the Library of Congress. 
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L. COPYRIGHT ACTIVITIES 


The Copyright Office, which is one of the Library’s six departments, 
not only registers claims to United States copyright in works pro- 
duced in this country and abroad, but it also performs a valuable 
function in the international field in furthering the collection and 
dissemination of information as to the multifarious ramifications of 
rights and uses of copyright material. To this end, the Copyright 
Office recently collaborated with the United Nations Educational, 
Scientific, sled Cultural Organization and the British Board of Trade 
in producing a 2,000-page volume entitled “Copyright Laws and 
Treaties of the World.” This volume contains the texts, in the English 
language, of the copyright laws, regulations, and other matter of 85 
countries having copyright legislation, and of all international con- 
ventions and treaties on copyright in effect on January 1, 1956. Cur- 
rently, the Copyright Office is continuing to assist the United Nations 
Educational, Scientific, and Cultural Organization in collecting and 
editing supplementary material for annual supplements to keep this 
work up to date. 

The Copyright Office was active in working out the details of the 
Universal Copyright Convention, a project of UNESCO. This con- 
vention, approved by the Senate and signed by the President, went 
into effect on September 16, 1955; thus, for the first time, the United 
States became a member of a system of international copyright pro- 
tection that may ultimately be universally adopted. The Universal 
Copyright Convention assures creators of literary property wide pro- 
tection, simplifies the establishment and enforcement of literary rights, 
and serves to promote the exchange of ideas among many nations. 

The Copyright Office has also participated with other departments 
of the Federal Government in a series of meetings with representa- 
tives of the industries and groups in the United States concerned 
with the problems involved with neighboring rights; that is, proposals 
for the international protection of rights of performing artists, of 
producers of sound recordings, and of radio and television broad- 
casters. The Register of Copyrights and members of his staff have 
attended several meetings in Paris, Bern, Geneva, and Monaco con- 
vened by one or more of the international organizations concerned 
with copyright at which these and other projects involving inter- 
national copyright were discussed. 

International exchange of information on copyright is furthered by 
members of the legal staff of the Copyright Ofiice, who contribute 
articles on developments in the field to international journals special- 
izing in copyright. 


Cuaprer 18. Actrvities or OrHer DEPARTMENTS AND AGENCIES 
A. INTRODUCTION AND SUMMARY 


Besides the departments and agencies to each of which a separate 
chapter of this report has been devoted, a number of other depart- 
ments and agencies of the Federal Government and the Board of 
Education of the District of Columbia are carrying out programs 
in the field of international education. 
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One of the most important of these is the Veterans’ Administration, 
which during the fiscal year 1958 provided education at institutions 
of mignet education in other countries for 1,583 veterans of the Korean 
conflict. 

In cooperation with the International Cooperation Administration 
and other Government agencies, training and observation pe ams 
for foreign nationals are carried out by the Department of the Treas- 
ury,; the Federal Communications Commission, the Housing and 
Home Finance Agency, the Civil Service Commission, the Tennessee 
Valley Authority, the Department of Justice, the Post Office Depart- 
ment, and the Federal Civil Defense Administration. These pro- 
grams differ markedly in the subject areas of training and in some 
other respects. 

Of special interest in this study «re the programs for citizenship 
education for naturalization candidates carried out by the Immigra- 
tion and Naturalization Service and by the Board of Education of the 
District of Columbia. 

The International Exchange Service administered by the Smith- 
sonian Institution makes a unique contribution to international edu- 
cation at all levels, but particularly at the higher level in the sciences. 


B. VETERANS’ ADMINISTRATION 


Education of Korean veterans im foreign countries 

As a part of the program of readjustment assistance for United 
States veterans of the Korean conflict, the Veterans’ Administration 
provides education and training for such veterans in foreign coun- 
tries,” as well as in the United States. 

The Veterans Readjustment Assistance Act of 1952, enacted July 
16, 1952, provides general authority for education and training for 
veterans who served during the Korean conflict period (June 27, 1950- 
January 31, 1955). Educational benefits afforded under this act are 
similar to those which were provided earlier for veterans of World 
War II under the Servicemen’s Readjustment Act of 1944. There is 
one significant difference between the laws, in that only college-level 
training may be pursued abroad by Korea veterans whereas World 
War if veterans could pursue both college-level and below-college- 
level school training abroad. 

This program has just passed its peak. It is expected to continue 
at a gradually decreasing rate until 1965, the expiration date for all 
entitlement under the law. The principal reasons for this are the 
following. 

Service personnel who meet the basic service requirements for eligi- 
bility are still being discharged. Eligible veterans have 3 years after 
their first discharge in which to enroll in a program of education un- 
der the law. There is a growing movement among domestic colleges 
and universities to permit their students to spend their junior year in 
a foreign educational institution of higher learning for academic 
credit toward their degree. 


7 Legal authorization: Veterans Readjustment Assistance Act of 1952 (Public Law 550, 
82a i Sec. 221 provides educational programs for Korean veterans in foreign 
countries. 
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Fulbright scholars who are also eligible veterans under Public Law 
550, 82d Congress, who enroll in an approved course may be au- 
thorized to enroll under that law upon Ao? This enables 
them to receive monetary benefits from Public Law 550 and their 
Fulbright scholarships. This permits many veterans to go to foreign 
educational institutions for graduate work who perhaps could not 
otherwise afford to do so. 

The Administrator of Veterans’ Affairs approves the course of in- 
struction in foreign educational institutions for the enrollment of 
veterans. The criteria for approval follows closely that given in 
section 253, Public Law 550, 82d Congress. This section governs the 
approval of accredited courses in the United States. 

The administrative regulations ™ require that foreign educational 
institutions desiring to apply for approval of their courses for the | 
enrollment of veterans forward their applications to the Veterans’ 
Administration through the consulate or Embassy. The Foreign 
Service officer in transmitting the application to the Veterans’ Admin- 
istration is required to make a recommendation for or against 
a: 

he operation of this program with respect to the individual veter- 
an’s eligibility, enrollment and the payment of his education and 
training allowance is primarily the responsibility of the Veterans’ 
Benefits Office in Washington, D. C. Because of the large number of 
veterans applying for a program of education in Western Europe 
and Mexico certain of these functions have been delegated to a vet- 
erans’ affairs attaché for Europe, American Embassy, Paris, France, 
and a veterans’ affairs attaché for Mexico, American Embassy, Mexico 
City, Mexico. 
Foreign countries participating 

Institutions of higher education in 40 different countries participate 
in this program. Thecountries are: 









Austria France Pakistan 
Australia yermany Panama 

Belgium Greece Peru 

Brazil Guatemala Philippines 

Canada Hong Kong Scotland 

China India Singapore 

Costa Rica Ireland South Africa 
Cuba Israel Spain 

Denmark Italy Sweden 

Dominican Republic Japan Switzerland 

Ecuador Lebanon Trinidad 
. Egypt Mexico Wales 

England Netherlands 

Finland Norway 


Number of veterans benefiting 

The monthly average number of Korea veterans enrolled in institu- 
tions of higher learning in foreign countries during fiscal years 1957 
and 1958 was as follows: 


71 Veterans Affairs Circular No. 83, October 1953. 
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Fiscal year | Fiscal year 
1958 





1957 
I cele th bin dec S pind a bdidin sesttnds on cuetnt loot mingd dela ~ dieilnde diduciaiinaaiee 1, 005 1 
NT ne ha. Snrenns<aneee ae eee 115 108 
PIED» ctieite cde Sckignme oa anda udonescscotcbuddunibiesoghenboocsseaentas 408 346 
De a ee ee ee en a TS ee 881 896 
GED PIER 00 < sic uhk ds hocdcncencsqebecnddclecctmcmsbiniceneamaanie 201 
Obligations 


Obligations for the program for the fiscal years 1957 and 1958 were 
as follows: 








1957 1958 

actual estimated 
Western Europe._.........- 9s atisnndaGmsecccmutie=cegiiaee $1, 360, 000 1 $1, 375, 000 
TINO. bin: i gaccsin's bob abo 656s bb wo ea poe windo< siitpah ib oniidienqhlinkes een 680, 000 1 605, 000 
I n.sicaceien tain he an tae wp eeanioiied- pees otirmignencgdlsoctis «ates 315, 000 1 350, 000 
Fn 3 iB LO. 05 ES bis be ae ee eee 1 230, 000 1 265, 000 

ROUGE seats id6~bdens bv bobs sin cd cddetbbdboas~-stseena te asaee 1 2, 585, 000 1 2, 595, 000 

1 Estimated. 


C. SMITHSONIAN INSTITUTION 


1. International Exchange Service 

The Smithsonian Institution administers an international exchange 
service as an intermediary between agencies of the United States 
Government, learned groups, and scientific and literary societies of 
this country, and of other countries, for the reception and transmission 
of their documents and publications.” 

The International Exchange Service was initiated in 1849 for the 
purpose of distributing in foreign countries the first publications of 
the Smithsonian Institution. The Service was later opened to learned 
groups, scientific and literary societies for the transmission of their 
publications abroad and for the receipt of foreign publications. In 
1867 the Institution was charged with the responsibility of trans- 
mitting 50 copies of all documents to be exchanged by the Joint 
Committee on the Library, through the agency of the Smithsonian 
Institution, for similar works published in foreign countries, the 
latter to be deposited in the Library of Congress. At the Conven- 
tion of Brussels in 1886, a number of leading nations agreed to set. up 
official agencies to handle the exchange of governmental, scientific, 
and literary publications. 

Pursuant to the instructions of the Library of Congress, 59 complete 
series of United States Government publications were shipped to de- 
positories in 43 foreign countries, and selected series were shipped to 
42 depositories in 31 foreign countries during the fiscal year 1957. 

The total number of packages shipped to foreign countries was 
1,130,507; the total weight was 692,237 pounds. Included in the 
packages shipped were over 38,000 Smithsonian Institution publica- 
tions. Seventy-four thousand five hundred and thirty-two packages, 
weighing 135,660 pounds, were sent from foreign countries to this 
country through the International Exchange Service. (Most of the 


ma Legal authorization : 14 Stat. 573; 44 U. S. C. 139a. 
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foreign publications entering this country are sent directly to | ior 
recipients. ) Saf 
Government agencies, libraries, scientific societies, educational insti- A 
tutions, and individuals in this country who wish to distribute their | wit 
publications abroad as gifts or exchanges send the separate, addressed | gio 
packages to the Smithsonian Institution, transportation prepaid. | att, 
The pockages are sorted by countries and forwarded with similar | ¢ 
shipments from other organizations to the exchange agencies in other | 4-.y 
parts of the world, where they are distributed to the addressees. of 
Practically all countries participate in the exchange program. Most | {¢o. 
of the documents are placed in libraries where they are available to | yigs 


many persons interested in scientific fields. ves 
Obligations for the program amounted to $87,513 for fiscal 1957. | peg 
The estimate for fiscal 1958 was $77,933. ed 
2. Services to foreign visitors Sa 
Each year thousands of foreign students, scholars, diplomats, and | © 
other citizens of foreign countries visit the various Smithsonian bu- | ™ 


reaus. Among these are the United States National Museum, the of 
Astrophysical Observatory, the National Air Museum, the National 
Zoological Park, the National Gallery of Art, and the Canal Zone 
Biological area. 

Foreign visitors have full opportunity to study the national col- 
lections in the custody of the various museums and art galleries, 
including the use of the extensive reference files and libraries attached 
to these bureaus. They also are privil to listen to interpreta- 
tions of the works of art in the National Gallery of Art. The Na- 
tional Zoological Park offers the casual foreign visitor recreation 
and instruction. Thus all of the bureaus which make up the Smith- 
sonian Institution contribute to the advancement of knowledge on an 
international scale at all levels. 


D. DEPARTMENT OF THE TREASURY 


1. United States Coast Guard training for foreign nationals 


In cooperation with the International Cooperation Administration, 
the International Educational Exchange Service and other Govern- 
ment agencies, the Coast Guard provides training in its areas of 
operation for selected foreign nationals.” 

The Coast Guard has had a program of this kind since 1951. Dur- 
ing this period of time, the Coast Guard has extended the use of its 
facilities, training staffs, and operating personnel for periods ranging 
from a 2- or 3-day informal visit to a 12-month program of con- 
centrated instruction in a subject followed by a planned tour of 
related Coast Guard activities. The personnel participating were 
foreign representatives and officials from 30 countries, sponsored by 
the above-named agencies and by the Maritime Administration, the 
Department of Defense, the Civil Aeronautics Administration, and 
the Department of Health, Education, and Welfare. 

The program has increased in scope as a result of the needs of 
agencies of other countries, similar to the Coast Guard in organiza- 


™ Legal authorization: Treasury Department letter of December 4, 1951, as amended by 
Treasury Department letter of April 5, 1954, to heads of bureaus, Treasury Department. 
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tion, administration, and responsibility, such as the Japanese Maritime 
Safety Agency and the Haitian Coast Guard. 

Arrangements for the specific training needs of foreign visitors 
within the Coast Guard are made by the Chief of the Training Divi- 
sion at Coast Guard Headquarters. This training has included 
attendance at the 17-week Officer Candidate School, the 21-week Aids 
to Navigation School, the 24-week Electronics Maintenance School, 
1-week visits to district rescue coordinating centers for observation 
of search and rescue procedures, 3-week visits to various port cities 
to observe law enforcement and port security measures, and 3-week 
visits to marine inspection activities to observe inspection of merchant 
vessels, licensing of merchant vessel crews and administration of 
regulations for safety at sea. 

Approximately 150 persons, such as the director, Japanese Maritime 
Safety Agency, the director, Icelandic Coast Guard, and various offi- 
cials of the maritime police agencies, law enforcement officials, com- 
munications officials, and directors of customs and tariffs and officers 
of the Royal Navy of Greece, have partcipere in the program. 

Since the sponsoring agencies defray travel and per diem costs, no 
specific expenditures are made or authorized from Coast Guard funds. 
However, the increasing size of the program may require reimburse- 
ment to the Coast Guard for the man-hours which are necessary for 
the administration of this program at headquarters and in the field. 
The estimate of the cost of these man-hours is $10,000 for 1957 and 
$50,000 for 1958. 

The training given is generally at the level of post-secondary educa- 
tion. It enables the trainees, upon return to their own countries, to 
pene better training for their own countrymen in particular techni- 
eal fields. 


2. Activities of other departmental agencies 

Training for foreign nationals—The Treasury Law Enforcement 
Officer Training School, the Bureau of Narcotics and the Bureau of 
Customs provide certain training for foreign nationals. This train- 
ing is given to selectees of the International Educational Exchange 
Service, the International Cooperation Administration and the United 
Nations, in cooperation with the programs of these agencies.” Along 
with United States Treasury agents, some participants receive instruc- 
tion in basic criminal investigation conducted by the Treasury Law 
Enforcement Officer Training School. The course is of 6 weeks’ dura- 
tion. Others receive training in a course conducted by the Bureau of 
Narcotics for American policemen. The course is of 2 weeks’ dura- 
tion. Some participants receive on-the-job training in field offices of 
the Bureau of Narcotics and the Agency Service of the Bureau of 
Customs. The annual institute for instructors operated by the Treas- 
ury Law Enforcement Officer Training School has been attended by 
an income-tax official from Canada and two from Puerto Rico. Alto- 
gether 72 persons from 20 foreign countries have received training. 
As the participants have been trained along with Treasury agents, 
the additional cost is regarded as being negligible. 


7 Legal authorization: Treasury Department letter of December 4, 1951, as amended by 
Treasury Department letter of April 5, 1954, to heads of Bureaus, Treasury Department. 
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Many of the participants after receiving specialized training at the 
Treasury Law Enforcement Officer Training School return to their 
countries as instructors. 


E. BOARD OF EDUCATION, DISTRICT OF COLUMBIA 


It is here recognized that the Board of Education of the District of 
Columbia is not a Federal agency in the same sense as other depart- 
ments and agencies of the Government, However, because of the Fed- 
eral jurisdiction over the District, the operation of an Americaniza- 
tion School by the Board of Education and admission of foreign stu- 
dents to District of Columbia Teachers College are of interest in this 
study.” 

1. Americanization School 

As a part of the public-school system of the District of Columbia its 
Board of Education operates an Americanization School for foreign- 
born candidates for American citizenship.” 

The purpose is to aid in the assimilation of the foreign-born by 
equipping them with the basic tools of our political existence, namely, 
the written and spoken word. The Americanization School gives the 
first tools of communication and then a broader understanding of 
American culture. 

About 1913 when the peak of immigration to the United States was 
reached, it brought apprehensions of danger to the country and to the 
immigrants themselves. Great numbers were gathered in segregated 
nationality groups with no knowledge of the English language and 
no opportunity to comprehend either the privileges or obligations of 
citizenship in the new land. All were living in the same world but a 
world divided against itself; and little was being done to further the 
communication of ideas which might make for unity of purpose and 
action within our own borders. 

About 1915 the Bureau of Naturalization, Department of Labor, 
called a conference of persons interested in education for the natural- 
ization of aliens. At this time the war in Europe made America 
conscious of the strangers within her gates; and in most cities with 
large foreign populations, there sprang up Americanization centers. 
Washington was no exception. 

On June 4, 1924, Congress authorized the Board of Education to con- 
duct the Americanization School as a part of the public school sys- 
tem. Since then, the school has functioned as part of the regular public 
school system of the District of Columbia. 

The Americanization School offers free full-time instruction in Eng- 
lish, citizenship, reading and writing, and part-time instruction in 
homemaking and weaving to residents of the District of Columbia who 
need or wish its services. Residents of nearby areas are accepted upon 
payment of the tuition required by law. The school is directly ad- 
ministered by a full-time administrative principal. It is classified as a 
special school. 

A total of 79 countries—practically all those not behind the Iron 
and Bamboo Curtains—have been represented in the school. 


™% Howard University and Gallaudet College in the District of Columbia are federally 
aided corporations not administered by the Board of Education. 

™% Legal authorization: Authorized by Congress as part of the _—— school system of 
the District of Columbia on June 4, 1924 (43 Stat. 375, c250, sec. 17). 
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During the school year 1957-58 the day school enrollment was 1,685 
and the evening school enrollment was 1,749. Both children and adults 
are enrolled. Obli gations for the operation of the school for fiscal 1957 
amounted to $100,524. The estimate for fiscal 1958 is $106,380. 

The school is a center of international education at alllevels. During 
the school year 1957-58, 73 of the persons enrolled were prepared to at- 
tend institutions of higher education in the United States. Fourteen 
military doctors from other countries were prepared to study American 
medical methods. 


2. Foreign students at District of Columbia Teachers College 


Early in 1958 it came to the attention of the Commissioners of the 
District of Columbia that a group of foreign students at the District 
of Columbia Teachers College would be unable to pay tuition. Asa 
result, a bill was introduced in Congress to permit a number not to 
exceed 25 foreign students to attend the college without paying 
tuition. The bill was enacted and was aiscieerpill y the President on 
April 23,1958. (Public Law 83-384, 85th Cong.) 

he foreign students will be admitted to the District of Columbia 
Teachers College under the rules and regulations of the college and 
the Board of Education. The cost is expected not to exceed $18,750 
annually. 
F. FEDERAL COMMUNICATIONS COMMISSION (FCC) 


Program of the Technical Assistance Division 


On behalf of the International Cooperation Administration and the 
Educational Exchange Service of the Department of State the Federal 
Communications Commission arranges with industry to provide se- 
lected foreign nationals a knowledge of our communications skills and 
know-how.”® 

Since 1952 the Technical Assistance Division of the Commission has 
administered this activity. The Division arranges study and/or ob- 
servation programs up to 12 months in length for the foreign partici- 
pants. These are selected by United States and foreign government 
officials as representing the best candidates available for making use of 
and disseminating knowledge of communications for the betterment of 
their peoples. 

Since the inception of this program the Technical Assistance Divi- 
sion has assisted about 400 government officials and top level indus- 
trial and professional people, including administrators, professors, 
engineers, and technicians, from 40 foreign countries. The Commis- 
sion is currently managing about 57 programs for telecommunications 
engineers from Bolivia, Burma, Chile, China, Ethiopia, Finland, 
Ghana, Honduras, Indonesia, Iran, Ireland, Japan, Korea, Mexico, 
Nepal, Pakistan, Surinam, and Vietnam. 

bligations for the program (funds transferred from the Inter- 
national Cooperation Administration) for fiscal 1957 amounted to 
$39,000. The estimate for fiscal 1958 is $44,000. The time contrib- 
uted by Commission employees not paid out of ICC funds would 
amount to about one-half a man-year at the GS-12 level. 


% Legal authorization: Mutual Rocastty Act of 1954, as amended, Public Law 665, 

88d Cong., approved August 26, 1954; title III, Technical Cooperation. United States 

Information and Educational Exchange Act of 1948 (Smith-Mundt Act), Public Law 402, 

—_ Cong., approved January 27, 1948; title II, Interchange of Persons, Knowledge and 
8. 
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G. HOUSING AND HOME FINANCE AGENCY 


Programs of the International Housing Service 


In 1945, the National Housing Administrator assigned to a special 
assistant responsibility for activities, problems, and responsibilities 
arising from requests of foreign governments and international or- 
ganizations for information and assistance in deciding what to do 
about housing problems. When the Housing and Home Finance 
Agency succeeded to the responsibilities of the National Housing 
Agency in 1947, the international activities within the Office of the 
Administrator continued under a special assistant. Staff Memoran- 
dum No. 100 of January 19, 1956, redesignated this office as “Inter- 
national Housing Service,” under an assistant to the Administrator, 

Section 604 of the Housing Act of 1957 formally recognized the 
Administrator’s responsibility by stating that he “shall exchange data 
relating to housing and urban planning and development with other 
nations where such exchange is deemed by him to be beneficial to the 
programs of the Housing and Home Finance Agency.” 


Current activities 7° 


The International Housing Service carries on the following activi- 
ties in the field of international education, broadly defined. 

(1) Maintains liaison with the Department of State and other 
Federal Government agencies, and, through the Department of State, 
with established international organizations, with respect to interna- 
tional matters affecting housing. 

(2) Facilities consultation and interchange of information on hous- 
ing with other governments. 

(3) Furnishes technical advice relative to positions on housing 
matters to be taken by United States delegates to international meet- 
ings. 
74) Provides technical representation at international housing and 
town planning conferences. 

(5) Provides assistance and technical guidance to foreign missions 
and visitors. 

(6) Coordinates functions assigned to the Agency in connection 
with participation in the United States program of international co- 
operation and technical assistance. 

(7) Assists divisions and constituents of the Agency in connection 
with export and import controls affecting housing or housing materials 
and equipment. 

(8) Assists when requested in the preparation of exhibits of United 
States housing at international exhibitions, as appropriate. 

The training program has grown to the point that nearly 400 for- 
eign nationals are being given training guidance or general informa- 
tion each year. 


% Legal authorization: Sec. 604, Housing Act, 1957 (Public Law 85-104, 85th Conz.), 
provides for exchange of data with other nations. Agreement with International Coopera- 
tion Administration provides for the advance of funds to the Housing and Home Finance 
Agency for technical support and training services for ICA participants and United 
Nations Fellows on a fiscal year basis. Bxchange of letters on a project basis with the 
Department of State provide for reimbursement to HHFA for training services under the 
program for international exchange of persons. Exchanges of letters on a project basis 
with European Productivity Agency (of the organization for Duropean Economic Coopera- 
tion) provide reimbursement to HHFA for training services. Sec. 601 of the Economy Act 
of June 30, 1932 (47 Stat. 417; 31 U. S, Code 686), and Executive Order 10159, Septem- 
ber 8, 1950, cover the general responsibility of the administrator to respond to requests 
of the Secretary of State for advice, assistance, and sometimes representation in connec- 
tion with international meetings. 
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Housing and Home Finance Agency staff members annually visit a 
number of foreign countries to advise on treatment of housing and 
related problems. Foreign housing publications and information flow 
regularly to Housing and Home Fimance Agency and are used by 
various Government agencies and to some extent by industry. 

During the fiscal year 1957 the International Housing Ser-vioe pro- 
vided training services or arrangements for 289 visitors from 53 
countries. 

Obligations for the program for fiscal 1957 were as follows: ICA 
funds—administration, $6,900; training services, $44,154; technical 
support, $59,173 ; total, $110,227. The amount of HHFA support was 
estimated to be $32,000. The estimate for fiscal 1958 is: ICA funds— 
administration, $7,500; training services, $56,246; technical support, 
$53,754; total, $117,500. The amount of HHFA support is estimated 
to total $36,500. 


H. CIVIL SERVICE COMMISSION 


Foreign visitors program 

The Civil Service Commission offers qualified foreign visitors an 
opportunity to study our Federal civil service system and to gain 
theoretical and practical training in public personnel administration. 
Visitors have the opportunity to become familiar with the day-to-day 
operations in the fields of recruitment and selection, in-service train- 
ing, promotion, position classification, appeals procedures, inspections, 
management improvement, retirement, and the many other areas of 
personnel administration. 

The average foreign official spends approximately 3 months in 
making a study of and observing the operations of the Commission and 
the Federal personnel program. In some cases the trainee has re- 
mained for 6 months or longer. 

The program manager, Bureau of Management Services, administers 
the program for the Commission. Representatives of the Bureaus 
and staff officers of the Commission assist in carrying out the activities. 

The Commission encourages an exchange of skills and information 
between the various countries of the world, and cooperates with the 
International Cooperation Administration, the Department of State, 
and other interested organizations in providing training for approved 
foreign nationals under the authorization of certain basic laws.” 

Since 1950 the number of foreign visitors has increased each year 
because of the emphasis foreign governments are placing on more 
effective government administration. 

Since 1950 a total of 69 different countries have been represented 
in the Commission’s training program. The number of foreign na- 
tionals benefiting now averages about 200a year. All the participants 
hold responsible positions in the public, professional, or diplomatic 
service of the nations they represent. Many of them are outstand- 
ing leaders in the fields of public personnel administration. They 
represent widely differing cultaienh economic, and governmental back- 
grounds, and are from countries in varied stages of development. 

There is no transfer of funds from the International Cooperation 
Administration or any other organization for this activity as in the 


7 Legal authorization: The program was formally approved by the Commission in June 
1953. 
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case of similar programs of some other Federal agencies. This pro- 

gram is staffed by the program manager and his secretary, and is 

financed out of the general appropriation to the Commission. Obli- 
ations for this activity for fiscal 1957 and 1958 consist of their com- 
ined salaries, amounting to $12,740 each year. 

Many foreign governments and universities have established insti- 
tutes of public administration with the cooperation of the United 
States Government and the United Nations. 

Abroad, there is a lack of available printed material dealing with 
American personnel management methods. Through the Commis- 
sion’s library the visitors are able to identify the more important 
readings in the field of public personnel administration. Their 
interests are directed toward purchase of books for purposes of trans- 
lation. Some foreign universities have arrangements to facilitate 
the translation of such materials, while some visitors express an inter- 
est in making the translation themselves. A number of the commis- 
sion’s publications and examinations have been translated into foreign 
languages. 

Professors from foreign universities frequently visit the Commis- 
sion to observe its operations and gather personnel literature for their 
courses and libraries, and for books they are writing. 


I. TENNESSEE VALLEY AUTHORITY 


The Tennessee Valley Authority provides opportunities for study 
and observation of Tennessee Valley Authority administration by 
trainees and visitors from other countries, as requested either by their 
own governments or by other agencies of the United States Govern- 
ment.” 

1. Program for foreign trainees 

Beginning approximately in the calendar year 1943, TVA received 
requests from friendly foreign government agencies that their per- 
sonnel be permitted to spend varying periods of time studying and 
observing Tennessee Valley Authority’s program and activities. Since 
the end of World War IT, such requests have come primarily from the 
United States agencies having responsibility for the government’s 
various technical and foreign aid programs. 

Study programs consist of interviews with members of the TVA 
staff, reading selected materials, visiting TVA projects, and observ- 
ing plant operations. 

Primary program planning for trainees is administered by the in- 
formation staff, Office of the General Manager. Conduct of the pro- 
gram is carried out by appropriate TVA staff members as part of 
their daily workload. 

Since the calendar year 1943 a total of 774 persons from 59 coun- 
tries have received training. 


2. Program for foreign visitors 


Observers from foreign countries have visited TVA since this or- 
ganization’s earliest years, although they were few in number prior 
to World War II. In 1946 there was a sharp increase due to wider 
knowledge abroad of TVA operations, and due also to various train- 


® Legal authorization: TVA Act (48 Stat. 58). 
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ing, education, and other programs instituted by other Government 
agencies, private foundations, and business firms. Foreign visitors 
to TVA numbered approximately 600 in 1946 and increased two or 
three hundred each year until a peak of more than 2,100 was reached 
in 1952. The volume remained about the same for a year or so, and 
then reached a new peak of almost 2,700 in 1957. 

Programing of foreign visitors is handled by the information staff, 
Office of the General Manager. Visitors are put in touch with the 
various TVA staffs, depending on their professional interests, With 
the assistance of other TVA divisions, TVA’s information staff ar- 
ranges conferences, field trips, film showings, and other contacts which 
may be helpful in understanding the work of the TVA. 

Ainenat 20,000 foreign visitors have come to TVA since the end of 
World War II. The list includes government officials, technicians, 
journalists, and students. Almost every profession is represented in 
the list, In the calendar year 1957 almost 2,700 visitors came from 
77 countries. 

Obligations for the programs.—Obligations for the programs for 
the fiscal 1957 amounted to $37,757.04. The estimate for sca] 1958 
is $41,000. 

There is no separation of staff or funds in handling foreign trainees 
and foreign visitors, so these figures include obligations for handling 
both. 


J. DEPARTMENT OF JUSTICE 


Federal Bureau of Investigation (FBI) 


Foreign nationals at the FBI National Academy.—Since its estab- 
lishment in 1935 the FBI National Academy has occasionally had 
representatives in attendance from then-friendly foreign countries. 

together 27 foreign nationals have received training in the Acad- 
emy. Of these 17 obs come from Canada, 5 from the Philippines, 
2 from China, and 1 each from England, Egypt, and the Netherlands 
East Indies. 

The specialized instruction given in the Academy has been gen- 
erally at the level of postsecondary education. 

The foreign nationals have attended the Academy at their own 
personal expense or at the expense of the governments of their home 
countries for their living arrangements. The FBI has made no 
charge for their instruction, since their presence in the classes has 
added only nomina] amounts to the operating costs. The Bureau has 
assumed that the return in good will of the foreign trainees and the 
improvement of law enforcement in friendly countries would be more 
than sufficient compensation to the United States for the training 
given. 

K,. POST OFFICE DEPARTMENT 


Training of foreign postal officials 

The Post Office Department occasionally receives requests from the 
International Cooperation Administration to accept foreign postal 
officials for training in postal methods and administrative management 
practices. As a cooperating agency, the Department provides these 
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foreign nationals training for periods to a maximum of 6 months, the 
period depending upon the nature of training given.” 

The Department has carried on this activity since 1952, working first 
with the Foreign Operations Administration and later with its suc- 
cessor, the International Cooperation Administration. 

In connection with his other duties, an official in the Office of the 
Deputy Postmaster General coordinates the program. He assigns the 
foreign nationals to various offices, bureaus, and field establishments 
for the training. 

In addition to the foreign postal officials who come to the Depart- 
ment at United States Government expense under auspices of the ICA, 
others come by direct arrangements between the Department and for- 
eign postal administrations. These persons receive similar training, 
but with their expenses borne by their foreign governments. 

Since 1952 a total of 268 foreign postal officials from 58 countries 
have received training by the Department. The number of such per- 
sons at any one time or in any year has been small. The Department 
has absorbed the cost, estimated at $9,240 for the fiscal year 1957 and 
$10,165 for 1958. Obligations forthe program are not segregable from 
other budgetary items. 





L. FEDERAL CIVIL DEFENSE ADMINISTRATION (FCDA) 





1. Foreign nationals at Staff College 


A national civil-defense college was authorized by the Federal Civil 
Defense Administration Act of 1950 to accomplish the training respon- 
sibility assigned to the Federal Civil Defense Administration. Pur- 
suant to this authority, the Federal Civil Defense Administration 
established the Staff College as a functional unit at its national head- 
quarters. The college is currently in operation at Battle Creek, Mich.” 

Instruction in the college deals with all aspects of government op- 
eration in emergency. Although the concepts presented are of pri- 
mary interest to Federal, State, and local officials in the United States, 
representatives of friendly foreign governments are enrolled upon 
request. 

o date 53 foreign nationals representing 10 foreign countries have 
received training in the college. There were 19 foreign students in 
fiscal 1957 and 6 in fiscal 1958. Included in this group are specialists 
in industrial protection and key government officials. 

The cost of training foreign nationals in the college is absorbed in 
apropriations to the FCDA. Obligations for this training are not 
carried as a separate item in the FCDA budget. The estimate of the 
cost is $2,850 for fiscal 1957 and $900 for fiscal 1958. 

Generally the instruction given in the college is at the level of 
higher education. Concepts earned by foreign nationals attending 
—o are often reflected in civil-defense plans of their native 
lands. 


® Legal authorization: Mutual Security Act of 1954, 68 Stat. 882; 22 U. 8. C. 1751, and 
preceding legislation. 
%® Legal authorization: Public Law 920, 81st Cong. 
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2. Program development assistance 

Upon special request by the United States Department of State, pro- 
fessional educators of the FCDA staff are assigned to assist in the 
development and operation of civil defense training programs of al- 
lied nations. For example, in the year 1957 the Salon of Burma, 
through the Department of State, requested aid in its civil-defense 
program. The Federal Civil Defense Administration sent a member 
of its Staff College faculty to Burma in answer to this request. The 
faculty member advised with approximately 360 high-ranking Bur- 
mese officials. 

In a letter submitted through the United States Department of 
State, the Burmese Director of Military Training acknowledged the 
helpful aid of the FCDA representative. 

This is not a continuing program. The cost of training of this 
kind provided by the FCDA is not carried as a separate item in the 
FCDA budget. The estimate of obligations for such purpose is 
$2,973 for fiscal 1958 (the cost of the staff member’s trip to Burma, and 
his salary meanwhile). 
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PART V. PROGRAMS OF INTERNATIONAL GOVERN- 
MENTAL AGENCIES TO WHICH THE UNITED STATES 
CONTRIBUTES 


CHaprer 19. Survey oF THE ProGRAMs * 


A. INTRODUCTION AND SUMMARY 


Many international governmental agencies of which the United 
States Government is a member and/or to which it makes substantial 
financial contributions are engaged in educational activities. A study 
of the activities of the United States Government in the field of inter- 
national education therefore must take into account the educational 

rograms of these international organizations which the United States 
elps to support. 
complete survey and description of these programs would be volu- 
minous and is not undertaken here. The following review repre- 
sents, however, the main body of such international education activities 
in which the United States Government is an indirect if not a direct 
participant, 

Since its establishment in 1950 the United Nations expanded pro- 
gram of technical assistance has been an international instrument for 
assistance to governments in educational as well as in other matters. 
Its purpose is the facilitation of the flow of knowledge and skills from 
the more advanced to less developed countries. ith a budget of 
about $32 million for 1958 the expanded program, upon request, aids 
the governments of less developed countries by providing a number 
of services to educational authorities in those countries. 

Following are examples of activities of specialized agencies of the 
United Nations carried out in connection with the expanded program. 

The Food and Agricultural Organization of the United Nations 
roe fellowships for senior technical personnel working in the 

elds of agriculture, forestry, home economics, and related subjects. 
The International Telecommunication Union supplies experts to 
countries requesting on-the-spot assistance and places scholars in 
universities or in operating companies in countries having advanced 
telecommunication systems. The International Civil Aviation Or- 
ganization provides formal classroom instruction, seminars, and dem- 
onstrations, and on-the-job training, and awards scholarships for 
study abroad. 

The United Nations Korean Reconstruction Agency has nearly com- 
pleted an $11 million program to assist the Government of the Re- 
public of Korea and private educational institutions in that country 
to rebuild facilities for education at all levels. The Agency is carry- 


* Aoprecte ten is expressed to the Office of International Economic and Social Affairs, 
U. S. Department of State, for contributing information to and critically reviewing this 
chapter, 
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ing out various other major programs of educational assistance in 
orea. 

Outstanding among international governmental agencies carrying 
out educational programs is the United Nations Educational, Scien- 
tific, and Cultural Organization. Practically all of its operations are 
to some degree educational, although the Organization has a specific 
education program devoted chiefly to preschool and school education 
and to Gendecnsiaa education. UNESCO also operates a program of 
international fellowships and other specific programs in the educa- 
tional field. 

As a member of the Organization of American States, the United 
States participates in and helps financially to support several inter- 
national educational programs, including exchange textbook exhibits, 
scholarships, and fellowships. 


B. THE UNITED NATIONS AND ITS SPECIALIZED AGENCIES 


1. Expanded program of technical assistance 


The United Nations expanded program of technical assistance 
(EPTA) was created in 1950? as an outgrowth of the U. N. Charter 
provision that the Organization seek to create conditions basic to world 
peace by promoting economic and social advancement. The expanded 
program, in which all members of the United Nations and the spe- 
cialized agencies may participate, has become an international instru- 
ment for facilitating the flow of knowledge and skills from the more 
advanced to the less-developed countries—an instrument for training 
and education in the fullest meaning of these words. 

The program is supported by the voluntary annual contributions of 
over 80 governments to a special technical assistance account. The 
United States—the country which offered the original resolution creat- 
ing the program—is contributing, for 1958, 45 percent, or a maximum 
of $15,500,000, of the total yearly budget. For 1958 the total funds 
available to the program will be approximately $32 million, 

The expanded program undertakes to help the governments of the 
less-developed countries to implement their own economic development 
plans by providing the following services and facilities to governments 
that request them: (1) Technical experts, drawn from over 75 coun- 
tries, who undertake advisory and training missions ranging from 
several months to several years; (2) fellowship awards, to the nationals 
of the less-developed countries, enabling them to specialize and ad- 
vance their training abroad; (3) a limited amount of demonstration 
equipment in connection with the work of experts; and (4) seminars 
and trainiug centers, generally organized on a regional or interregional 
basis. 

To carry out the expanded program, seven specialized agencies ® 
and the United Nations, through its technical assistance administra- 


2 The basic legislation relating to the expanded program of technical assistance is con- 
tained in Economic and Social Council Resolution 222 (IX), approved by the General 
Assembly of the United Nations under Resolution 304 (IV). The provisions of these reso- 
lutions were subsequently amended or augmented by Resolution 433—A (XIV), 470 (XV), 
521-C (XVII), 542-B (XVIII), 623-B (XXII), and 647 (XXIII) of the Beonomie and 
Social Council. 

*The International Labor Organization, the Food and Agriculture Organization of the 
United Nations, the United Nations Educational, Scientific, and Cultural Organization, the 
International Civil Aviation Organization, the World Health Organization, the Interna- 
tional Telecommunication Union, and the World Meteorological Organization. 
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tion, share in the special technical assistance account. Each takes 
the responsibility for implementing projects in their respective fields 
of competence. An interagency body, the Technical Assistance Board, 
coordinates and supervises the program through its small headquar- 
ters establishment and through some 35 field offices. : 
Most EPTA experts are educators on the technical level, training 
their national counterparts in the techniques of malaria control, the 
development and supervision of small industries, the organization of 
agricultural credit institutes, the improvements of eries, and a 
hundred other fields. A considerable portion of the program’s re- 
sources are devoted to projects which are directly related to the im- 
provement of educational facilities at the primary, secondary, techni- 
cal school and university levels in the less-developed countries. These 
projects include teacher training (for primary schools and colleges), 
the organization of model schools and advice on the improvement of 
curriculums. Several governments have asked the administration of 
the program to provide missions of senior experts to serve as university 
lecturers and to help organize higher education. In this regard, an 
international team of experts was provided to Liberia to form part 
of the science faculty, and to train science teachers, for the University 
of Monrovia; another team of professors was supplied to the medical 
faculty in Kabul, Afghanistan, to help raise the standard of teaching 
there. 
Higher education in another sense is served by a substantial number 
of EPTA projects involving the organization and supervision of pub- 
lic administration institutes and a variety of research institutes. In 
Burma, Brazil, Egypt, Central America, and many other areas, U. N. 
experts—many of them distinguished administrators from the United 
States—have helped to organize public administration training 
courses and have actually served as faculty members, teaching the 
future civil servants of these countries. EPTA experts have under- 
taken similar organizational, advisory, and teaching functions in such 
advanced science and research institutes as the Geophysical Institute 
of Pakistan (its first), the Indian Institute of Technology of Karagh- 
pur and the Brazilian Institute for Physical Research. Finally, ex- 
panded program missions in such countries as Yugoslavia and Indo- 
nesia have been asked to undertake comprehensive studies of the basic 
educational pattern and to make recommendations for broad new 
olicies. 
r The fellowship aspect of the expanded program is particularly im- 
portant in technical training. Here the stress is also on practical 
education to prepare economists, administrators, technicians, and fore- 
men to work more effectively in the economic growth of their coun- 
tries. Of the more than 14,000 fellowship awards made since the pro- 

ram began in 1950, some 1,800 trainees have studied in the United 

tates at American universities, professional and technical institutes, 
in offices, factories, and at airports. The fellows have come from some 
100 countries and territories, most of them holding responsible posi- 
tions in government, agriculture and industry—many of them at 
senior levels. They have advanced their knowledge in a great variety 
of fields, they have seen how schools and universities are run in other 
countries. 

Candidates under the fellowship program are selected by the coun- 
try mission of the international agency concerned from persons nomi- 








160 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 


nated by member governments. The international agency arranges 
for the specialized training of such personnel in countries and insti- 
tutions recommended by the agency’s technical staff, and agreed to by 
the recipient and host countries. 

The Agency finances such training not only by the payment of 
monthly stipends at rates fixed for each country by the United Nations 
Technical Assistance Board, but also shares 50 percent of the travel 
costs from the country of origin to the country of training and back. 
The other 50 percent is borne by the government receiving the award. 

e international agency pays the tuition fees and other training 
ee book allowances, and traveling expenses within the country 
of training. 

Although the expanded program of technical assistance is a United 
Nations undertaking and therefore not associated with the policies of 
any one government, its achievements have reflected on all of the donor 
governments. Individual experts, although international civil serv- 
ants, have reflected credit on their own countries, while the thousands 
of fellows have brought back with them, not only increased technical 
skills, but an understanding of the culture and people of the countries 
where they trained. 


2. The United Nations Educational, Scientific, and Cultural Organiza- 
tion (UNESCO) 

Practically all of the program operations of the United Nations 
Educational, Scientific, and Cultural Organization are both interna- 
tional and educational under the definitions of these terms used in this 
report. Some of the programs not directly concerned with education 
as such—for example, the program in natural sciences, which in- 
cludes contributions to scientific research and improvement of scien- 
tific documentation—nevertheless serve educational purposes. 

However, the practical limitations upon this study do not permit 
a discussion of the educational aspects of all of the SCO activi- 
ties. Only those programs which relate more closely to the concern 
of this report will be described here. 

Exchange of persons.—Since its inception in 1947, UNESCO has 
awarded approximately 1,000 international fellowships covering many 
fields of aacatlti, natural science, social science, art, library and 
museum techniques, and mass mediums such as press, film, radio, and 
audiovisual aids. All its fellowships are allotted as parts of projects 
related to the UNESCO program as a whole. This is exclusive of 
the program for workers’ study tours, so far operating chiefly in 
Europe. 

The UNESCO Exchange of Persons Service operates largely from 
the UNESCO headquarters in Paris; and from there all grants are 
made. Before the national of any member state can be given an award, 
however, both he and his project must be approved by the national 
commission of his country. It is not the practice of the United States 
National Commission to recommend United States citizens for grants 
if the same grant could be used more advantageously by a person of 
an underdeveloped country, and if the United States citizen might be 
able to receive the same kind of grant under one of the United States 
Government’s exchange programs. 

UNESCO is continuing its regular program with a stress on fellow- 
ships to enable Asians to visit western countries and vice versa. It is 
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especially awarding fellowships under the two major projects, mutual 
appreciation of eastern-western cultural values and the extension of 
primary education in Latin America. Exchanges cover educators, 
scientists, workers, and young people, 

One of the most important aspects of the UNESCO exchange of 

rsons program is its clearinghouse and advisory services, It pub- 
fishes regularly a large handbook of fellowships, scholarships, and 
information on educational exchange called Study Abroad. Other 
publications are Vacations Abroad, Teaching Abroad, and so forth. 

There are currently 7? member states in UNESCO all of which to 
some extent are affected by UNESCO's exchange of persons program. 

UNESCO grants are for the purpose of gvne specific types of 
training to carefully selected individuals, thereby accelerating the 
transmission of knowledge and techniques between nations. One of 
UNESCO’s conditions covering all fellowships is that the necessary 
training facilities do not exist in the candidate’s own country, or that 
he can only acquire the degree of knowledge expected of him through 
comparative international experience. While some UNESCO awards 
go to youth, they are intended more for mature persons already well 
established in their professions who can benefit from relatively short 
periods of intensive study abroad. 

The sum approved for calendar 1957 for UNESCO’s exchange of 
persons operation was $590,973. The estimate for 1958 for the same 
program is $601,838. 

“Education program” .*—Education has played an eminent role in 
the overall UNESCO program since the creation of the organization. 
Devoted chiefly to preschool and school education and to fundamental 
education in areas of greatest need the program has concerned itself 
with assisting member states, upon the request of the latter, and in 
close association with national authorities, to improve local conditions. 

With regard to higher education, for 1957 and for 1958, each year 
UNESCO is granting a subvention of $14,000 to the International 
Association of Universities (IAU) to contribute to the costs of meet- 
ings of its administrative board, of publications, and the maintenance 
of a secretariat. 

For some years past and through 1960 at least, UNESCO has and 
will continue to assist. ($45,000 annually) the UNESCO Institute for 
Education at Hamburg, Germany. This institute has a record of 
service to education on all levels from primary to higher education 
through its studies, its clearinghouse services, and its convening 
meetings of educators. 

Currently, UNESCO is planning to contract either with non- 
governmental organizations Neoctin concerned with higher education 
as a whole (such as the International Association of Universities and 
the International Association of University Professors and Lecturers) 
or with teacher federations (the World Confederation of Organiza- 
tions of the Teaching Profession), for the carrying out of studies and 
conferences relating to the development of higher education, as well 
as to its orientation for international understanding and cooperation. 
UNESCO planned in 1957 to contract with a joint committee of ex- 
perts from the World University Service, Pax Romano,’ and the 


* Dealing with education specifically, but representing only a part of UNESCO’s educa- 
tional activities. 

* An international organization of Roman Catholic students and other persons interested 
in educational and cultural matters. 
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International Association of University Professors and Lecturers for 
preparatory work leading to a roundtable conference in 1959 on the 
Dalversity Today: Its Role and Place in Society. 

Under its major project in the educational field, for the extension 
of primary education in Latin America, UNESCO is assisting mem- 
ber states in the area to approach the goal of universal primary edu- 
cation in a region where currently much needs to be done. UNESCO’s 
aim is to provide in Latin America a situation which will allow each 
member state to carry on quite independently the program initiated 
at the level of internation cooperation. Since one of the funda- 
mental issues is teacher training, UNESCO is contracting with cer- 
tain Latin American member states in order to cooperate in those 
countries with what will be called associated universities and asso- 
ciated normal schools, the former to train top-level educational 
leaders and specialists, the latter to train primary-school teachers. 
UNESCO’s particular contribution will be certain funds for research 
and the provision to each of the selected schools of two professors of 
renown. In 1958, 2 associated universities and 2 associated normal 
schools will be in operation. 

A further activity which in a somewhat marginal way bears on 
higher education is the assistance UNESCO is giving to member 
states in the establishment of clearinghouses to provide documenta- 
tion, make studies, and diffuse information on education. 

In certain less-developed countries the impact of the UNESCO edu- 
cation program is being seen in the resultant search in those areas for 
newer methods in education, in the wider reach of education to other 
than the hitherto higher classes. Especially in rural areas, 
UNESCO’s program for literacy training and the production of read- 
ing materials (by regional authorities) is raising the educational 
standards. 

United States educators have played an important role in these 
UNESCO programs. 

Obligations of the education program for the calendar year 1957 
amounted to $1,910,349 and for the calendar year 1958, $1,794,719, for 
all levels of education. . 

Exchange of Information and Promotion of Cultural Understand- 
ings.—_UNESCO facilitates programs for exchange of bibliographical 
data and translations, encourages the free flow of educational, scien- 
tific, and cultural material among nations, and assists in the dissemi- 
nation of cultural, historic, and artistic works. UNESCO also spon- 
sors seminars of experts in these fields. Under UNESCO auspices 
the International Copyright Convention for protection of authors 
whose works are translated and published in other countries was 
drafted and submitted to member states for ratification. The pur- 
pose of these activities is to assure free exchange of information of 
an educational, scientific, and cultural nature by providing clearing- 
house services and by facilitating certain projects which could not 
otherwise be undertaken. 

All of these activities have constituted a major part of the UNESCO 
program since the organization’s founding, but the emphasis has 
changed somewhat, particularly as the organization has been led to 
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concentrate its efforts in priority fields and on projects which are more 
realistically in line with its resources. , =i : : 

The Secretariat of UNESCO compiles its bibliographies and its 
index translationum upon consultation with experts In member states 
or with international advisory committees set up for the purpose of 
providing suggestions. Its selection of art re roductions for listing 
in the manuals which it publishes, its consultations on the manu- 
scripts of the History of the Scientific and Cultural Development of 
Mankind, and its program of circulating exhibits of art reproduc- 
tions are handled in a similar manner either by direct consultations 
with experts or in consultation with the National Commissions of 
Member States. In the United States the Cultural Activities Com- 
mittee of the United States National Commission is responsible for 
overseeing the implementation of UNESCO’s cultural program in 
this country and for advising the United States Government on its 
international policy with respect to cultural activities in UNESCO. 

At the present time, the United States National Commission, in 
cooperation with the Smithsonian Institution and the American Fed- 
eration of Arts, is circulating five exhibits of art reproductions for 
UNESCO. It is also cooperating with the Japanese and Korean na- 
tional commissions in securing entries for international exhibitions of 
children’s drawings. The National Music Council, in cooperation with 
the National Commission, will undertake a music exchange program 
with Belgium as part of the International Music Council’s exchan 
program, IMC being one of the subvented organizations of UNESCO. 

The bibliographies, the index translationum, the manuals on art 
reproductions, and The History of the Scientific and Cultural Devel- 
opment of Mankind, when it is finally published, are just a few of the 
many UNESCO publications that are and will be on the shelves of 
libraries in United States high schools and universities to provide a 
ready and useful source of information for research and teac ing pur- 
poses. The same is true of the translations of literary works which 
will be available for students as well as for the public at large. The 
reports which come out of international seminars, such as the recent 
ones on the international exchange of publications in the Indo-Pacific 
area and on the history of cultural contacts between Asia and the West, 
will have an impact upon higher education in this country where they 
are employed to share the experiences of the participants with their 
fellow citizens in all walks of life. 

There will be a similar impact in other countries insofar as their 
national commissions are active in support of the cultural exchange 
program and their citizens a in international meetings. 

Any program which facilitates the exchange of educational and cul- 
tural information and materials is of concern to the United States since 
we benefit by the increased volume of documentation which comes to 
us and by the relaxation of restrictions which might otherwise be placed 
upon our materials going to other countries. The program also 
sharpens the awareness on the part of our citizens of research being 
conducted in other lands and makes them better able to evaluate their 
own work and achievements in perspective. 

The broadening of cultural knowledge increases the knowledge and 
appreciation of the attainments of other civilizations and engenders 
respect for them. 
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Following are data on obligations for the program : 
Actual, fiscal 1957 : exchange of information, $68,700; promotion of 
cultural and international understanding through seminars, transla- 
tions, and the dissemination of visual arts and music, $107,185. 

Estimated, fiscal 1958 : exchange of information, $61,610 ; promotion 
of cultural and international understanding through seminars, trans- 
lations, and the dissemination of visual arts and music, $93,185. 

Development of a mutual understanding of Asian and Western cul- 
tural values—This major project was first proposed at the Eighth 
General Conference of UNESCO held in Montevideo in 1954 as part of 
an effort to concentrate the resources of UNESCO on a few major 
projects rather than disperse them over many unrelated projects. ‘The 
Ninth General Conference at New Delhi in 1956 authorized the imple- 
mentation of the major project by UNESCO for a period of 10 years, 
beginning January 1, 1957. An International Advisory Committee on 
the project was established and held its first meeting in April 1957. 
The recommendations of that committee, as modified and approved by 
the executive board in June 1957, have become the basis for implemen- 
tation both internationally and within the member states. 

The United States National Commission has established an ad hoc 
advisory committee composed of experts on Asia and of other citizens 
specially qualified in the fields of education, the social sciences, mass 
communications and the humanities, to advise the Government on its 
international policy with respect to this major project and to recom- 
mend methods for the project’s implementation in the United States. 
This committee has held three meetings. The major United States 
activity in behalf of the project has been the Sixth National Confer- 
ence of the United States National Commission for UNESCO which 
took place November 6-9, 1957. Approximately 1,700 people partici- 
pated in the Conference, and it is expected that the reports of the 
various work groups will provide a firm basis for followup activity. 

Special interest has been expressed in promoting the inclusion of 
Asian studies in the curricula of United States colleges and high 
schools. This would include the history, geography, and culture of 
Asian countries. One of the topics selected for citizens’ consultations 
under the National Commission auspices is Paths of Action Toward 
Asian-American Understanding and Cooperation. The topic has 
attracted widespread interest and should have great impact in the 
field of adult saaeation., which in turn might affect college and high- 
school courses as public awareness of the importance of Asia is in- 
creased. Such Commission-sponsored activities as International 
Theatre Month (Asian plays emphasized in 1958), the circulation of 
reproductions of Asia art, a project to acquaint Americans with 
Asian music through tape recordings for broadcast and lecture pur- 

oses (in cooperation with the National Music Council) and special 
ibrary and museum exhibits such as those which were organized for 
Asia Month in November 1957, have had and should continue to have 
an impact on the program on higher education in this country. 

It is assumed that many, if not all, of the member states of 
UNESCO will carry out similar programs in support of this major 
project, though necessarily in the smaller countries with fewer re- 
sources the programs may be less ambitious. 
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In the past, the traditional orientation of American interest in the 
humanities as well as in the world political scene has been toward 
Europe, which is natural in view of our common heritage. However 
as Asian countries have won their independence and have assum 
their roles as active participants in international organizations, their 
importance on the world political, economic, and cultural scene has 
grown. It is essential that attention be paid to their cultures and their 
systems of values if we are to understand their motivations and con- 
duct our own relations with them accordingly. 

The program is based upon the assumptions that: (1) Any activity 
which lent to a better understanding of another nation’s culture and 
therefore a more realistic interpretation of its strength and motiva- 
tions will assist us in reaching sound evaluations on the political and 
economic fronts; and (2) the development of mutual respect for cul- 
tural traditions will create an atmosphere more conducive to peaceful 
relationships in all spheres. 

Obligations for this program for fiscal 1957 amounted to $270,605. 
The estimate for fiscal 1958 is $364,195. 

Miscellaneous.—UN ESCO is preparing for the promotion of teach- 
ing and research in social science which includes cooperative relation- 
ship with a number of universities in the effort to develop new depart- 
ments and higher standards (for example, through the Tatin Ameri- 
can social science faculty at the University of Santiago, Chile). 

In the natural sciences, while UNESCO’s work in part refers to 
education below the university level, some concerns the establishment 
of new departments in universities or with efforts to improve the 
level of university teaching in this field. 

UNESCO works with universities on projects to improve education 
for journalism and to develop research in the field of mass communica- 
tions. The University of Strasbourg is the center for most of this 
latter work. 


3. United Nations Korean Reconstruction Agency (UNKRA) 

The United Nations Korean Reconstruction Agency has carried out 
a number of projects for the rehabilitation of education at all levels 
in Korea. The following account has been condensed from the report 
of the Agent General of UNKRA for the year ended June 30, 1957, 
and represents developments up to that time. 

The year saw the UNKRA classroom construction and repair pro- 
gram carried to virtual conclusion as close to 1,000 more elementary, 
secondary, and technical school classrooms were completed ; 4 of the 7 
vocational training centers, which the Agency is establishing at key 
points in the Republic of Korea, were formally dedicated, while a 
group of instructors from the centers on scholarships in the United 
States completed their courses and returned to their respective schools, 
The ierival of some additional professional instruments and the com- 
pletion of terminal construction work successfully concluded activi- 
ties at the Merchant Marine Academy. Final shipments for the for- 
eign book retail store and for university libraries also were received. 
With these activities, the Agency’s $11-million program to assist the 
Government of the Republic of Korea and private educational institu- 
tions to rebuild and expand educational facilities approaches comple- 
tion. 
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Korea’s educational facilities were very hard hit during the invasion. 
Many schools were completely destroyed; many others were left with 
seriously damaged structures. The Agency had made a major effort 
toward rebuilding and restoring teaching space, much of it needed for 
elementary linet chilean whose formal education will cease once they 
leave their UNKRA-provided classrooms. To this end, almost $5.5 
million worth of lumber, cement, paint, window glass, roofing mate- 
rials, nails, and other items were imported to construct about 3,800 
new classrooms, which it received from the civilian relief in Korea 
(CRIK) program following the initiation of the UNKRA education 
program in 1952-53. 

The effectiveness of this project is witnessed by the fact that 
UNKRA-built classrooms can now be found in 130 of the 132 counties 
(Gun) south of the 38th parallel, in all of the 26 self-governing cities 
of South Korea, and in the special city of Seoul. Its importance is 
further attested by the some 200,000 children who are now regularly 
accommodated by these classrooms. 

Estimates of immediate and near future requirements indicated a 
need for approximately 7 vocational training centers, so located as to 
serve the different sections of the country; in order most effectively— 
and economically—to achieve this goal, the rehabilitation and expan- 
sion of 7 existing technical high schools, at a cost of $1.4 million, has 
been carried out. 

Six vocational training instructors from these centers, who had been 
sent to the Dunwoodie Institute in the United States for 1-year practi- 
cal shop-training courses, successfully completed their studies. They 
are now actively engaged in the training programs of their respective 
schools. A seventh, from the Yosu Fisheries High School, success- 
fully completed the first year of a 2-year course at the University of 
Washington, Seattle. 

UNKRA assistance in the educational field has not been limited to 
these major activities. A wide variety of other projects has been un- 
dertaken as well, involving total expenditures of over $2.5 million. 
Most of these were completed prior to the financial year 1956-57. 

The Foreign Language Institute was established in early 1953 at 
the request of the Government of the Republic of Korea to afford in- 
tensive spoken language instruction to individuals going abroad for 
study or on official duties, as well as to provide facilities for teachers 
of foreign languages in the Korean educational system to improve 
speaking abilities. Since then it has furnished instruction—largely 
in the English language, but also in French and German—to some 2,000 
persons, including holders of Government scholarships for foreign 
study, recipients of scholarships from American colleges and universi- 
ties, from the United Nations Technical Assistance Administration 
and from the United Nations Educational, Scientific and Cultural Or- 
ganization and a large number of International Cooperation Admin- 
istration scholarship grantees going to the United States and other 
countries for ipaciifiond training. 

In 1953, UNKRA initiated work on a new $350,000 merchant ma- 
rine academy, located on Yong-do Island, Pusan. During the ensuing 
2 years, the Agency constructed and equipped a modern, self-containe | 
institution—classrooms, laboratories, cadet dormitories, staff resi- 
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dences, and service facilities—able to turn out the deck and engineering 
officers needed for Korea’s merchant vessels. Competent technical as- 
sistance was furnished as well in planning the new academy’s layout, 
the equipment needed, and in developing modern course materials, 

An UNKRA project designed, to provide special help to individual 
educators, members of the professions and students, was initiated in 
1953 with the establishment of a foreign-book retail store. Through 
this medium, the Agency was able to furnish approximately $80,000 
worth of foreign textbooks and such items as microscopes, tape re- 
corders, laboratory and audiovisual equipment, music, art and library 
supplies, and the like, for sale at reasonable prices in local currency to 
qualified individuals. 

Up to 80 percent of the library volumes and laboratory equipment of 
the colleges and universities in the invaded zone were lost or destroyed 
during the fighting. As soon as conditions permitted, the Agency ini- 
tiated the procurement of $201,000 worth of books to restock these li- 
braries, as well as to supplement libraries at Pusan and Kyongbuk 
(Taegu) Universities. 

Approximately 39,000 volumes in English, French, and German, 
covering such fields as agriculture, biology, mathematics, chemistry 
and physics, education, literature, engineering, medicine, dentistry, 
and pharmacy, were provided. 

Approximately $230,000 worth of basic laboratory equipment and 
supplies to reequip chemistry, physics, and premedical laboratories 
were also furnished, largely during this same important 1953-54 period 
when South Korea’s institutions of higher education were attempting 
to restore teaching facilities. 

The Agency, in addition, provided at various times, for general edu- 
cational rehabilitation work, 150,000 primers and 150,000 Korean lan- 
guage readers for a Ministry of Education campaign to reduce illit- 
eracy, as well as $35,000 worth of audiovisual aids for use in a mobile- 
education program conducted by the ministry. Equipment, specimens, 
and supplies for biology and chemistry laboratories, together with edu- 
cational films projectors and the like were supplied to South Korea’s 
18 normal schools at a cost of $100,000, while typewriters have been 
furnished to 27 commercial high schools throughout the country (the 
latter arrived during the reporting period) ; $35,000 worth of meteor- 
ological equipment for the central reteorological observatory and its 
13 branch stations was provided, and over $85,000 worth of equipment 
for ante vocational courses for prison inmates, in tailoring, wood- 
working, locksmithing, and shoemaking were made available to the 
Ministry of Justice. 


4. Food and Agriculture Organization of the United Nations (FAO) 


The entire program of the Food and Agriculture Organization is, 
in its broadest sense, concerned with education. Through publica- 
tions, technical meetings, training centers and technical assistance the 
Organization assists member governments to exchange information 
anit to strengthen their national services for agriculture. Among 
these services, the organization and expansion of agricultural re- 
search, education and extension are most important from a specialized 
educational point of view. The expanded technical assistance pro- 
gram (ETAP) of the United Nations has helped the Food and Agri- 
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culture Organization to increase the amount of its extension work. 
The FAO organizes and assists regional and national extension train- 
ing or research centers, provides individual] experts to assist govern- 
ments in organizing extension and research services, provides fellow- 
ships to train individual national personnel, and supplies limited 
amounts of equipment to government and educational institutions. 

In 1955 FAO established the Andre Mayer fellowships, named for 
the late Professor Mayer, one of the leading scientists of France and 
one of the “founding fathers” of FAO. The purpose of these fellow- 
ships is to enable young career research workers whose scientific work 
directly fits in with the theoretical or practical aims of FAO, and 
whose projects can be fitted into the implementation of FAO’s work. 
to pursue their research. About 10 of these fellowships are awarded 
annually for 1- or 2-year periods. 

Since 1951 the FAO has distributed more than 1,450 fellowships 
under the ETAP. These are awarded to senior and junior technical 
pee usually in government or public service, particularly to 
1elp provide more and better qualified technicians in countries where 
trained staff is insufficient. They may be awarded for a few months 
or for 1- to 2-year periods. Such fellowships are awarded in fields 
of agriculture, forestry, fisheries, nutrition, home economics, agri- 
cultural statistics, economics, and administration, including the re- 
search and extension aspects of these fields. 

Some outstanding scientists have been brought by FAO into the 
United States for advanced studies and research—contributing much 
to the general knowledge of their subjects. Others have been enabled 
to study in laboratories and universities of Western Europe, the 
United Kingdom, or in advanced institutions in their own regions. 

The knowledge acquired by FAO fellows abroad has not only an 
immediate impact on higher technical education in their home coun- 
tries, but also constitutes a firm and lasting foundation on which the 
_ education of the country can be built in the years to come. 

ile a great majority of FAO fellows, upon return home, are en- 
gaged in government service and are directly employed on projects 
designed to raise the standard of living of their peoples, a number of 
them continue to be engaged in important research work, or follow 
teaching careers at the national institutions of higher learning. 

The hundreds of citizens from other countries who obtained all or 
part of their training in the United States, serve, upon return home, 
as a leaven in determining attitudes toward the United States and its 
international aims, Conversely, Americans who assist these FAO 
trainees and fellows acquire a greater appreciation of the cultures and 
achievements of the people from other lands. Thus, the international 
exchange fostered among agricultural workers by FAO benefits both 
the trainees and their hosts. 


5. International Labor Organization (ILO) 


The International Labor Organization operates several international 
educational programs, including some activities affecting higher edu- 
cation. 

For the workers’ education program, for example, $50,000 was in- 
cluded in the ILO budget for 1957. The purpose of this program is 
to promote opportunities for workers to acquire objective knowled 
of social conditions and problems in their countries so as to enable 
them to fulfill more effectively their social and economic role. 
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Program activities include the preparation and publication of work- 
ers’ education courses, translated into various languages; preparation 
of a manual on workers’ education methods; organization of or par- 
ticipation in seminars sponsored by various national workers’ organ- 
izations (all outside the United States); advisory services; field 
studies; and assembly of teaching material. Exchanges of personnel 
are not included in this program. 

The internship program provides for a 2-month course of study of 
the structure, purposes, ied activities of the ILO at its headquarters. 
Each year 4 interns are designated by governments, 4 by employers’ 
organizations, and 4 by workers’ organizations, from countries selected 
by the governing body of the ILO. For the last several years the ILO 
budget has provided $12,000 a year for this purpose. 

The technical assistance program of the iLO, carried out in coop- 
eration with the United Nations and financed as part of the expanded 
program of technical assistance, is generally educational to some degree 
and includes some specifically educational activities, principally voca- 
tional training. During 1956, the latest year reported at the time of 
this writing, about half of the [LO expenditures on this program were 
for manpower organization, including vocational training; about a 
fourth related to labor conditions and administration; and the re- 
mainder to productivity centers and missions, cooperation and handi- 
craft activities, and social security. 

The following data apply to the whole technical assistance program 
of the ILO for the year 1956: Number of experts on assignment at end 
of the year, 166; fellowships granted during the year, 206; worker- 
trainee awards, 91; number of fellows and work trainees at work at 
the end of the year, 125; total expenditure incurred (equivalent in 
United States currency), $3,045,438. 


6. World Health Organization (WHO) 


Through its education and training services, the World Health Or- 
ganization promotes the advancement of medical, public health, aux- 
liary, and other related education throughout the world. 

Many of the services and aids go directly to educational institu- 
tions. Examples within the last 2 years are: (1) Provision of 5 inter- 
national nurse educators, to the San Jose School of Nursing, Costa 
Rica; (2) provision of a professor of pharmacology for the School 
of Tropical Medicine, Calcutta, India; (3) provision of 3 specialists 
to assist in the development of a new curriculum at the School of 
Nursing, Damascus, Syria. 

The organization conducts a fellowship program and cooperates 
with United Nations agencies and other bodies which also have fel- 
lowship programs. It helps various countries formulate plans for 
medical schools. It also makes systematic regional studies of medical 
education. 

It promotes cooperation among scientific and professional groups 
which contribute to the advancement of health; and aids in the devel- 
opment of improved standards of teaching and training in the health, 
medical, and related professions. 

One of the principal ways through which WHO endeavors to achieve 
its aim of strengthening health services is through its fellowship pro- 
gram. This provides (a) training and study in health matters not 
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available in the candidate’s own country; and (0) the international 
exchange of scientific knowledge and techniques relating to health. 

During the year ended November 30, 1956, the WHO fellowship 
program provided 883 awards. The chief subjects of study were the 
control of communicable diseases, sanitation, public-health admin- 
istration, nursing, maternal and child health, and related specialized 
services. The fellowships are awarded mainly to doctors, nurses, and 
sanitarians, but health educators and other groups also are represented. 

Aggregate WHO expenditures in 1957 for public-health admin- 
istration in the regions and individual countries amounted to $1,849,- 
890, including the fellowships for which the total cost is not given 
in the budget. Similarly a total expenditure of $457,519 for country 
programs related to nursing includes fellowships in nursing as well 
as other nursing education programs in individual countries. 


7. International T elecommunication Union (ITU) 


The International Telecommunication Union has participated in 
the work of the U. N. expanded technical assistance program since 
1951. The ITU supplies experts to countries requesting on-the-spot 
assistance, and places scholars and fellows in universities or, more 
frequently, in operating companies in countries having advanced tele- 
communication systems. The experts make surveys of the present 
systems and recommend improvement. In addition, staff is trained 
in the needed phases, ranging from training officials to operate entire 
systems, to technicians who work at the mechanical or subprofessional 
level. There is at present one regional project in process of estab- 
lishment in the Far East. Scholarships and fellowships are awarded 
for study abroad. A small amount of equipment is made available 
when possible. 

Thirty-eight scholarships and fellowships have been awarded to 
10 countries. The large majority of personnel engaged in telecom- 
munication activities can be classed as technicians or subprofessional 
staff. There are, however, a certain number of professional staff 
required, and by granting fellowships for advanced study abroad, ITU 
has had some influence in imparting the higher education required to 
train such staff. 

ITU’s technical-assistance activities have provided quicker and more 
efficient communications for United States citizens traveling abroad. 


8. World Meteorological Organization (WMO) 


The World Meteorological Organization has no regular technical- 
assistance program, but has been participating in the United Nations 
expanded program of technical assistance since 1951. Under this 
program, WMO endeavors to develop and improve national weather 
services at the request of the governments concerned. The nature of 
the assistance takes various forms, such as assistance of a_ highly 
technical nature, limited supplies of equipment, advice and assistance 
on the basic organizations oe national meteorological services, train- 
ing centers, and fellowships. Sometimes basic meteorology and hy- 
drology university (high-school-graduate) level training is followed 
by in-station training at national weather service level. The training 
is in line with the needs of the trainees and meteorological services in 
the countries affected. The subject matter of the training covers the 
entire range of WMO’s competence, including such fields as agricul- 
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tural, tropical, maritime, radio, synaptic, and general meteorology; 
climatology ; forecastin ; aerology; instruments and observations. 
From 1952 to 1957, WMO has sent 84 experts to assist member coun- 
tries, and has awarded 104 fellowships. 


9. International Civil Aviation Organization (ICAO) 

The International Civil Aviation Organization has participated 
in the work of the U. N. expanded technical-assistance program since 
its inception in 1949. Under the heading of training, ICA technical 
assistance has three aspects : First, formal classroom instruction, semi- 
nars, and demonstrations ; second, on-the-job training ; third, the award 
of scholarships and fellowships for study abroad, Basic instruction is 
given in the countries requesting assistance or in regional civil avia- 
tion centers. Fellowships for study in countries where aviation is well 
developed are awarded for advanced training, 

A total of 285 fellowships and scholarships have been awarded to 
nationals or 23 countries. By granting fellowships for advanced study 
abroad, and by sending instructors to train experts and to advise coun- 
terparts in these countries, ICAO has had a considerable impact in 
imparting the higher education required to train such staff. Fellow- 
ships for advanced study abroad have been given only to qualified 
personnel, and this has ranged from observation study courses to 
university courses. 


10. United Nations Relief and Works Agency for Palestine refugees 
in the Near East 

The following information is condensed from the annual reports 
and annual financial reports of the Director of UNRWA. The last 
annual report which had been published at this writing was for the 
year ending June 30, 1957. 

UNRWA operates a diversified educational program for the bene- 
fit of the refugee students on its rolls. It includes academic training 
on the elementary, secondary, and university levels; vocational train- 
ing, fundamental education for adults; and, until UNRWA under- 
went severe financial difficulties in 1956-57, a teacher-training center. 

The Education Division of UNRWA, which provides instruction 
for the elementary and secondary groups, is administered by a 
UNESCO appointee who is administratively responsible to the Direc- 
tor of UNRWA and technically responsible to the Director General 
of UNESCO. UNESCO also recruits and pays the salaries of most 
of the international specialists who direct the education and trainin 
activities of UNRWA. At the close of the 1956-57 year, UNRW. 
operated 372 elementary and secondary schools and employed 3,137 
teachers. A total of 168,062 pupils benefited from this program, of 
whom 114,705 attended agency-operated schools, and 53,337 were 
enrolled in local government and private schools under the grant-in- 
aid provisions. 

Vocational training centers have been established at Kalandia (near 
Jerusalem) and Gaza, where a total of 251 trainees were enrolled at 
the end of the 1956-57 year. Training in the building, electrical, and 
mechanical trades is given. Agricultural training was formerly of- 
fered at Gaza, but has ceased to function, since most of the farm 
equipment and livestock was removed during the recent Egyptian- 
Israeli incident. In view of the steadily growing demand for skilled 
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labor in the Middle East, additional training facilities have been 
planned. Financial stringencies have prevented the implementation 
of these plans. ; 

During the 1956-57 year, 396 university scholarships to Middle 
Eastern universities were awarded by UNWRA to refugee students. 

Fundamental education instruction in reading and Sr Arabic, 
English, home economics, and handicrafts, was given at 1 centers 
to 4,977 adults. 

At the time the teacher-training centers were closed, 140 trainees 
were enrolled. Forty of the original trainees passed a practical teach- 
ing examination conducted by the Jordan Ministry of Education. 

uring the calendar year 1957,° a total of $5,620,204 was expended 
on the Agency’s education program. The rehabilitation program, of 
which education is a part, promotes the resettlement of refugees and 
consequent reduction of UNRWA’s rolls. However, the increasing 
financial stringencies may cause drastic curtailment of the program 
in favor of the feeding and health activities of UNRWA. 


11. United Nations Refugee Fund (UNREF) 


The United Nations Refugee Fund as a 4-year, $16 million program 
designed to provide firm settlements for certain nonsettled refugees 
located mainly in Europe. UNREF does not operate any educational 
or training facilities itself, but contributes funds to approved projects 
which are drawn up and implemented by voluntary agencies, These 
particular projects fall died two general headings: “Vocational 
training” and “Aid to students in academic institutions.” In the first 
314% years of operation, UNREF had expended over $500,000 on 
projects in these categories, which aided over 1,400 students and 
trainees in Austria, Germany, and Greece. 

Some of the vocational training courses are conducted through the 
already established institutions of the countries of asylum; however, 
in a few instances, projects were approved for the establishment of 
facilities especially for the refugees. 

The high-school and university students aided were those who, in 
general, were well along in their courses, but who, according to find- 
ings of administrators of the fund, would have been required to leave 
school had financial aid from international sources not been forth- 
coming. 


12, United Nations Technical Assistance Administration (UNTAA) 

The United Nations Technical Assistance Administration is a 
department of the United Nations Secretariat, which provides tech- 
nical assistance under both the regular budget of the United Nations 
and the expanded technical assistance program in the fields of eco- 
nomic development, public administration, and social welfare, and 
advisory services in the field of human rights. 

Included within the broad category of social welfare are projects 
in a variety of branches, such as general social services, family, youth, 
and child care, community development, the trainin tencel workers, 
social defense, rehabilitation of the handicapped, housing, and town 
and country planning. In 1957, 782 fellowships were awarded by 
UNTAA in some of these fields; namely, 152 in social welfare, 58 in 


* During 1957, UNRWA shifted from a July—June fiseal year to a calendar-year basis. 
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public administration, 51 in economic development, 30 in human 
rights, and 491 under the expanded program. 


C. THE ORGANIZATION OF AMERICAN STATES (OAS) 


The Organization of American States, of which the United States 
is a member, operates the following programs involving international 
educational relations. 


1. Educational interchange services 


With a budget of $54,340 for fiscal 1958, the Educational Inter- 
change Section carries out a number of activities to promote the 
educational exchange of persons in the Americas. The Section pub- 
lishes annually Opportunities for Summer Study in Latin America; 
it has issued a work on ee opportunities for Latin Americans 
in the United States, with supplements; it publishes bibliographies 
on education in the member states of the OAS: it issues brief infor- 
mative bulletins and monographs; it has undertaken a compilation 
on courses on the United States taught in Latin American univer- 
sities. 

The Section carries out an annual census of student exchange in the 
Americas. It advises students, professional people, and organizations 
on all matters relating to study and institutions of learning in the 
member states; it provides orientation for individuals and groups 
planning to make educational or cultural sojourns abroad; it aids in 
arrangements for tours of study; it assists in obtaining fellowships 
and work opportunities and in selecting scholarship candidates; and 
it helps in the development of scholarship programs of nongovern- 
mental enterprises. The Secticn receives approximately 5,000 visitors 
annually, ranging from secondary schools students to university 
presidents. 

The Section cooperates with the United States Government in a 
number of the latter’s exchange programs. Before departure for 
Latin America, individuals and groups are sent to the Pan American 
Union by the State Department and other agencies for orientation. 
An analogous service is provided for Latin Americans brought to the 
United States on United States Government grants. The Section 
constantly furnishes information to the United States Office of Edu- 
cation and to teaching institutions in the United States on Latin 
American universities and educational systems, to aid them in evaluat- 
ing work done in the southern republics. 

The Section earn information on United States institutions to 
institutions and individuals in Latin America. At the request of 
universities there it has several times organized textbook exhibits 
(e. g., one on physical educational, for a seminar on that subject held 
at the University of Chile). It has been instrumental in obtaining 
teachers for Latin American institutions on grants from abroad. 


2. OAS program of technical cooperation 


This program has concentrated from its inception on the technical 
education aspects of technical cooperation. Its objectives have been 
ieacuenliahal principally through the establishment of regional train- 
ing facilities in Latin America, furnishing advanced technical instruc- 
tion to trainees attending the centers from all of the countries of the 
Americas. 
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Cooperating agencies in the program are the Inter-American Child 
Institute, the Inter-American Indian Institute, the Inter-American 
Institute of Agricultural Sciences, the Inter-American Statistical 
Institute, the Pan American Institute of Geography and History, the 
Pan American Sanitary Bureau, and the Pan American Union (the 
General Secretariat of the OAS). Representatives of these agencies 
constitute the Technical Assistance Board. The Board incorporates 
projects to be undertaken into an annual program, which is then sub- 
mitted to the Inter-American Economic and Social Council for final 
approval. The program is administered by an executive director, 
sppomiee by the Secretary General of the OAS; it is financed by 
voluntary contributions from the governments of the member states 
of the Organization. 

The program has made available a variety of technical-training 
opportunities to over 300 trainees a year on scholarships, while over 
1,000 students have annually attended special courses taught by proj- 
ect technicians at the request of specific member states. In addition, 
many others have attended the international courses of the program at 
the expense of their individual governments or under the sponsorship 
of other technical-assistance programs. ‘Trainees normally return to 
their countries to occupy posts in the educational system or to serve 
as experts in government services and national development programs. 

By contributing to the development of the American Republics, and 
by increasing the opportunity for their nationals to study abroad, the 
program is intended to promote an improved standard of living and 
greater international understanding in the Americas. The budget of 
the program of technical cooperation of the OAS for the calendar 
year 1958 is $1,677,625. 

3. Fellowship program of study of the OAS 

The fellowship program of study of the OAS was established by a 
decision of the Council of the Organization taken on December 22, 
1952. Its purpose is to provide members of the foreign ministries 
and other government officers of the member states with a firsthand 
acquaintance with all aspects of the functioning of the Organization. 

Fellowships are provided at the rate of one per member state of the 
OAS per year; additional fellows may participate at the expense of 
their respective governments. Periods of study at the Pan American 
Union (and other inter-American and international organizations with 
headquarters in Washington) run for1 month. The program of study 
and all administrative details are arranged by the Educational Inter- 
change Section of the Division of Education, Pan American Union. 
The program is planned to provide 21 fellowships annually. To the 
end of 1957, a total of 50 fellows had participated. 

The United States had participated in the program every year sinee 
its inception. Fellows have come from all the Latin American Re- 
publics except Paraguay and Uruguay. 

The sum of $6,300 is appropriated each fiscal year in the budget of 
the Pan American Union to provide 21 fellowships worth $300 apiece. 
The administrative costs of the program are absorbed by the Ednea- 
tional Interchange Section. 


4. OAS fellowship program 


The purpose of the OAS fellowship program isto contribute to the 
economic, social, scientific, and cultural development of the American 
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Republics, by awarding fellowships for advanced study in specialized 
fields of particular interest to the member states. 

The program entered into operation on July 1, 1958. During the 
first. year of operations about 170 fellowships will be offered. It is 
planned that a maximum of 500 fellowships will be attained by the 
third year. Recipients will be persons already possessed of advanced 
training, who will undertake to specialize in fields of particular in- 
terest to the member states in which they reside. 

Between 2 and 15 percent of the fellowships offered over a period 
of years will go the residents of the United States for advanced, 
specialized study in Latin America, in fields in which the United 
States Government expressed a particular interest.. Some recipients 
may go into teaching, others into research, others into the foreign 
service or into work in United States Government programs in Latin 
America. The remaining fellowships will be apportioned among the 
Latin American Republics likewise on the 2 to 15 percent basis. (The 
general criteria for the distribution of the fellowships include such 
factors as relative population, national income, level and rate of eco- 
nomic development, and financial contribution to the program.) The 
various governments will indicate their fields of interest, and the tech- 
nicians trained under the program (in all cases, in institutions in 
member states other than the one in which they reside) will in large 
part be utilized in national educational and developmental programs. 

Organizational costs are being met by resources currently available 
to the General Secretariat of the OAS. For the fiscal year July 1, 
1958—June 30, 1959, the sum of $360,000 was approved for the program. 


5. The Leo S. Rowe Pan American Fund 


The Leo S. Rowe Pan American Fund was established by a bequest 
of a former Director General of the Pan American Union to the gov- 
erning body thereof. It provides interest-free loans to Latin Ameri- 
can students at institutions of higher education in the United States 
in order that they may complete their courses of study. 

The fund is noted here because it is administered by a committee 
of the Council of the Organization of American States, of which the 
United States is a contributing member. However this fund, amount- 
ing to about $936,000, is self-supporting. 


D. PROGRAMS OF OTHER AGENCIES 


1. International Bank for Reconstruction and Development (IBRD) 

The International Bank for Reconstruction and Development con- 
ducts three specialized training programs and operates a staff college. 

The general training course of the International Bank for Recon- 
struction and Development has been in operation ‘since 1949. It is 
held once each year, runs for 6 months, with 8 or 9 participants from 
member countries in each course. Participants must be university 
graduates with experience and current employment in the field of 
economic development. The purpose of the program is to provide 
an opportunity for younger nationals of member countries to under- 
stand the work of the bank and its relation to economic development. 
The bank pays round-trip transportation and an allowance of $300 per 
month for each trainee. A total of 81 participants from 53 countries 
have completed the course. 
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The public finance training program has been in operation since 
1950. The course runs from 3 to 6 months depending on the needs 
of the participants and requests from member countries. 

Candidates come on leave of absence with pay from their regular 
employment. They are normally middle or senior level officials who 
hold positions in their own countries carrying responsibility for initi- 
ating policies and administrative changes. The bank pays round-trip 
transportation and a per diem allowance of $15 for the first 30 days 
of training and $10 thereafter while in one location. 

Since the re fe of the program, 21 persons from 12 countries 
have participated. 

The special training program is also designed on an individual 
basis. The course runs from 1 to 6 months. It is used mainly to 
acquaint officials of member countries—especially new member coun- 
tries—with the bank’s operations, organization, and working methods, 
The qualifications of participants and the financial arrangements are 
the same as for the public finance program. 

Twenty-six individuals from 16 countries have participated in the 
program since its inception. 

In the fiscal year ending June 30, 1957, $42,943 was expended on 
these three training programs, exclusive of bank “overheads” and the 
value of the time of staff members given to the administration and 
conduct of these programs. 

The Economic Development Institute operated by the IBRD is a 
staff college for senior government officials from underdeveloped coun- 
tries. The institute provides a 6-month course of study each year for 
a selected group of sbout 20 experienced administrators. The course 
of study has an essentially practical orientation and is designed to give 
the participants a broad perspective of the problems of economic devel- 
opment and to increase their effectiveness in carrying out their 
responsibilities. 

n large measure the institute provides an opportunity for each 
participant to compare the problems of his own country with those 
faced by others and to familiarize himself with the relative advantages 
and disadvantages of the solutions which various countries have 
adopted for those problems. In this manner, each participant is en- 
abled to benefit from the combined information and experience of all, 
as well as from the experience of the World Bank. The sponsoring 
government must agree, in the case of each government candidate, to 
grant him leave of absence with pay and to make a contribution equiv- 
alent to $1,500 to the institute. Some other institution must under- 
take similar commitments in the case of persons who are not govern- 
ment officials. 

The institute pays the travel expenses of each participant from his 
home to Washington housing and a subsistence allowance there, and 
return expenses. 

A total of 22 persons from 18 countries participated in the third 
course (1957-58). 


2. International Monetary Fund 

The International Monetary Fund provides ae in interna- 
tional monetary and financial techniques to persons in the service of 
central banks or ministries of finance of member countries, with 
emphasis on the lesser developed countries. The fund’s training 
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rograms began in September 1950. Seven 12-month programs and 
Rive 6-month programs have been held, with a total of 143 participants. 

Twenty-five trainees from 25 countries are in the 1957-58 program, 
taking courses selected from the following: (a) Seminar on the Inter- 
national Monetary Fund, (6) balance of payments methodology, (¢) 
economic accounting and statistics, (¢) analysis of economic accounts 
and reports, (e) individual departmental assignments. 

The a includes field trips to other international organiza- 
tions and financial institutions in Washington and New York. The 
duration of the training is 12 months, with provision for shorter term 
appointments for more senior officials. The program is open to pro- 
fessors in universities. In some instances participants have returned 
to take up teaching posts in institutions of higher learning, and in 
addition have acted as advisers to financial institutions of dueir gov- 
ernments. 


3. The South Pacific Commission (SPC) 


The South Pacific Commission was established in 1948. The work 
program covers specific regional projects in the broad categories of 
health, economic development, and social development. Under the 
latter category, the Commission has completed (1) a survey of the 
facilities for professional and technical training in the South Pacific; 
(2) a survey on the use of visual aids in education among island peo- 

les; (3) a study of the most suitable techniques for pom ce literacy 
in the area; (4) a survey of work completed and still required in the 
field of linquistic research; (5) a study of vernacular teaching meth- 
ods of the South Pacific; (6) the establishment of a literature bureau; 


(7) the preparation of a detailed plan for the establishment and de- 


velopment of a central training and vocational institute; (8) a sur- 
vey of existing facilities for the education of women and girls; and 
(9) an educational evaluation survey. In addition, various services 
and clearinghouse activities, such as a film and film-strip appraisal 
service, and a vocational training clearinghouse, were established by 
territorial request. 

Scholars engaged in various research projects in the Pacific area 
have utilized the studies, surveys, and training courses conducted by 
the Commission. The Commission has given a substantial amount of 
assistance to American scholars working in the area. 

The Commission is now concentrating its project work on a limited 
number of fields among which are literature promotion, education, 
and aided self-help. This program is geared to regional needs, the 
major emphasis being education at a primary level. The operations 
of the literature bureau are being expanded, a women’s interests proj- 
ect is being undertaken, and plans are being made to hold an odaas 
tion seminary in 1959. 

The United States by participating in the Commission has asso- 
ciated itself on a modest bent with Governments administering de- 
pendent territories in this area, in order to demonstrate its interest in 
the Pacific region. 


4. Intergovernmental Committee for European Migration (1CEM) 
Apart from organizing and providing transport on migrant routes 


when commercial transport facilities are either not available or in- 
adequate, the Intergovernmenta] Committee for European Migration 
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supplies that part of the migrant’s cost of transport which the migrant 
himself cannot supply. In this manner a certain number of per- 
sons, estimated at 100 or more annually, who may be scientists, schol- 
ars, or highly skilled technicians are assisted to move to opportunities 
in immigration countries made available to them. 

ICEM provides limited language instruction and orientation for 
migrants and refugees accepted by the countries of immigration, in 
alien to facilitate their early adjustment in the receiving country. 
In addition, ICEM supplies technical advisers in the organization 
and administration of vocational training supplied by emigration 
countries. The purpose of such vocational] training is to prepare the 
unskilled migrant or refugee to make a start in his adjustment to the 
work for which he has been recruited by the country of immigration. 
ICEM’s expenditures on language training, orientation courses and 


vocational training are estimated to be between $175,000 and $200,000 
annually. 
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PART VI. RELEVANT LEGISLATION AND PROPOSALS, 
85TH CONGRESS 


Cuaprer 20. Laws anp Brus: CoMMENTARY AND DiGEsT 
A. INTRODUCTION AND SUMMARY 


Congressional interest in national educational problems has 
grown rapidly in recent years, and this interest has been significant] 
extended to the various aspects of international education. The 85t 
Congress probably demonstrated more concern for education, particu- 
larly in its relationships to the national security, than any previous 
Congress. 

The increased congressional activity in this field has been clear] 
indicated by (a) the number and nature of relevant laws enacted, () 
the number and nature of proposals introduced but not enacted, (c 
the extent of discussion in committee hearings and statements by mem- 
bers of the committees conducting hearings, (d@) statements in reports 
from committees, (e) formal speeches and casual remarks on the floor, 
and (f) insertion of articles and excerpts in the Congressional Record. 

According to a count made in the United States Office of Education, 
in the ist session of the 85th Congress 896 bills affecting education were 
introduced. Of the 316 public laws enacted during the first session, at 
least 33 related to education. Substantially increased attention was 
directed to education in the United States and to international educa- 
tion during the second session of the Congress. This increased con- 
gressional concern was partly due to the mternational focus on the 
extent of the Soviet national commitment to education following the 
Soviet launching of the world’s first earth satellite in October 1957. 
The Congress enacted at least 6 laws during the Ist session and at 
least 16 during the 2d session affecting international education. 

Although the 85th Congress did not pass any legislation inaugurat- 
ing major new policies in international education, the relevant laws 
enacted covered several aspects of this field, including (a) continuing 
technical assistance to other countries under the mutual-security pro- 
gram, (6) increased United States participation in international 
expositions, fairs, and competitions, (¢) further international ex- 
change of scientific information and materials, notably in the field of 
atomic energy, and (d) adjustment of existing international educa- 
tional programs in appropriations for fiscal years 1958 and 1959. 

During both sessions of the 85th Congress, a number of its Members 
introduced bills, not enacted, which—if reintroduced in the 86th Con- 
gress and enacted—would directly or indirectly affect the scope and 
character of United States activity in the field of international-educa- 
tion. Among the proposals made by Members of Congress in this 
field were (a) expansion of student educational exchanges with the 
Latin American countries, (6) creation of an Assistant Secretary of 
State or an assistant to the Secretary, for international cultural rela- 
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tions, with responsibility respecting the international educational 
exchange programs of the Department of State, (c) expansion of inter- 
national research cooperation and international exchange in the field 
of public health, (d) establishment of foreign book translation and 
evaluation programs, (e) general revision of the Information and 
Educational Exchange Act of 1948, (7) establishment of an interna- 
tional university, (g) establishment of a commission to study the 
desirability of founding a university of the Americas, and (/) elim- 
ination of fingerprinting provision under immigration laws affecting 
exchange personnel.’ Altogether at least 70 bills relevant to inter- 
— education were introduced—20 in the Senate and 50 in the 

ouse. 

None of the new public laws or proposals deals with the problem 
of international education as a whole. 


B. LAWS ENACTED, 1957—1958 ? 


A number of measures enacted by the 85th Congress relate in whole 
or in part to the subject of this study or some aspect of it. Among 
the relevant public laws are the following. 


T he National Defense Education Act 


The National Defense Education Act of 1958 (Public Law 85-864) 
declares that the national defense requires that the Federal Govern- 
ment give assistance to education for programs which are important 
to our defense. 

The act contains several provisions which are relevant to interna- 
tional education, Under title VI the United States Commisioner of 
Edueation is authorized to contract with institutions of higher edu- 
cation for the establishment and operation by them of centers of in- 
struction in languages now rarely taught in the United States, and for 
instruction in other fields, to ine a full understanding of the 
areas in which such languages are commonly spoken. Contracts 
arranged under this authorization may cover up to 50 percent of the 
cost of the establishment and operation of the center with respect to 
which it is made, including the cost of grants to the staff for travel 
in the foreign areas, regions, or countries with which the subject 
matter or fields in which they are or will be working is concerned, and 
the cost of travel of foreign scholars to such centers to teach or assist 
in teaching therein, and the cost of their return. 

The Commissioner is also authorized under certain conditions to pay 
stipends to individuals undergoing advanced training in modern for- 
eign languages and in other fields needed for a full understanding of 
the areas, regions or countries in which such languages are spoken, at 
any institution of higher education including allowances for depend- 
ents and for travel to and from their places of residence. 

Title IX of the act directs the National Science Foundation to 
establish a science information service to provide for indexing, trans- 


? Objections to these fingerprinting requirements have heen raised in other countries on 
the basis of the alleged uncomplimentary connotation of suspicion of persons coming to 
this country under the exchange program. 

? Principal sources: (1) Laws enacted by the 85th Cong. ; (2) Digest of Public General 
Bills and Selected Resolutions, with index, 85th Cong. ( ibrary of Congress, Legislative 
Reference Service). 
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lating, and other services leading to a more effective dissemination of 
scientific information. To carry out its functions under this title the 
act gives the National Science Foundation the same authority it has 
under the National Science Foundation Act of 1950. 


Mutual security 


The Mutual Security Act of 1957 (Public Law 85-141) authorized 
$3.3 billion in economic and military assistance for qualified nations 
throughout the world. In the instance of United Nations technical 
assistance programs the law provided a sliding scale for reduction of 
United States contributions. 

The Mutual Security Act of 1958 (Public Law 85-477) extends the 
Mutual Security Act of 1954, with amendments, for 1 year, author- 
izing $3.03 billion therefor, including $1,605 million for military as- 
sistance, $810 million for defense support, and $150 million for tech- 
nical cooperation, and the remainder for special assistance and other 
specific mutual assistance programs. 

With respect to the North Atlantic Treaty Organization the act 
provides that the National Commission is further authorized to re- 
ceive and accept services and gifts or bequests of money or materials 
to carry out any of the educational, scientific, or cultural purposes of 
the National Commission as set forth in this act and in the constitu- 
tion of the Organization. 

International educational activities under the mutual security pro- 
gram have been described earlier in this report. 


Educational exchange of persons 


Public Law 85-931, amending the Agricultural Trade and Develop- 
ment Act of 1954, contains a provision for the. use of foreign curren- 
cies for the financing in such amounts as may be specified from time 
to time in appropriation acts of programs for the exchange of per- 
sons under title II of the United States Information and Pinastienel 
Exchange Act of 1948, as amended. 

Eachange of atomic information and materials 

Public Law 85-479 permits the President under certain conditions 
to authorize the Atomic Energy Commission or the Department of 
Defense to transfer to other nations atomic information and materials. 
The act broadens the President’s authority to authorize the communi- 
cation of restricted data to other countries. 

The International Atomic Energy Participation Act of 1957 (Pub- 
lic Law 85-177) authorizes United States participation in the Inter- 
national Atomic Energy Agency (involving limited sharing of atomic 
energy information on an international sca ” . 

The Euratom Cooperation Act of 1958 (Public Law 85-846) au- 


thorizes the appropriation of $3 million to the Atomic ery. Com- 
ev 


mission for use in a cooperative program of research and develop- 
ment in connection with the types of reactors selected by the Com- 
mission and the European Atomic Energy Community. 


American schools and studies abroad 


Public Law 85-931, amending the Agricultural Trade and Develop- 
ment Act of 1954, contains a provision for the use of foreign curren- 
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cies for providing assistance, in such amounts as may be specified 
from time to time in appropriation acts, by grant or otherwise, in the 
expansion or operation in foreign countries of established schools, col- 
leges, or universities founded or sponsored by citizens of the United 
States, for the purpose of enabling such educational institutions to 
carry on programs of vocational, professional, scientific, technological, 
or general education; and in the supporting of workshops in Ameri- 
can studies or American educational techniques, and supporting 
chairs in American studies, 


Foreign policy studies 


Senate Resolution 330, adopted by the Senate (House action not 
required), authorizes a study of United States relations with the 
other American Republics. Senate Resolution 336, adopted by the 
Senate, authorizes a study of United States foreign policy. 

The studies presumably will include consideration of international 
educational relations. 


International fairs and expositions 


The role which international fairs and similar activities have played 
in international education has been recorded earlier in this report. 
Among the enactments of the 85th Congress relating to such activities 
are the following: 

Public Law 85-212 provides for admitting duty-free imports for 
exhibition at the St. Lawrence seaway celebration. 

Public Law 85-402 provides for duty-free importation of articles 
for exhibition at the California International Trade Fair and Indus- 
trial Exposition. 

Public Law 85-880 provides for participation by the United States 
in the World Science-Pan Pacific Exposition. 

Public Law 85-931 includes a provision for the use of foreign cur- 
rencies for financing in such amounts as may be specified from time to 
time in appropriation acts (a) trade fair participation and related 
activities authorized by section 3 of the International Cultural Ex- 
change and Trade Fair Participation Act of 1956, and (0) agricultural 
and horticultural fair participation and related activities. 


Foreign students at District of Columbia T eachers College 

Public Law 85-384 provides that up to 25 students from other 
countries who are in the United States on valid unexpired student 
visas shall be permitted to attend the District of Columbia Teachers 
College each year on the same basis, insofar as payment of tuition and 
fees is concerned, as are residents of the District of Columbia. (Resi- 
dents of the District are exempt from payment of tuition.) 
Translation and dissemination of foreign publications 

Section 3 of Public Law 85-931, amending the Agricultural Trade 
and Development Act of 1954, provides for the use of foreign cur- 
rencies for financing under the direction of the Librarian of Congress, 
in consultation with the National Science Foundation and other inter- 
ested agencies, in such amounts as may be specified from time to time 
in appropriation acts, (1) programs outside the United States for the 
analysis and evaluation of foreign books, periodicals, and other ma- 
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terials to determine whether they would provide information of tech- 
nical or scientific significance in the United States and whether such 
books, periodicals, and other materials are of cultural or educational 
significance; (2) the registry, indexing, binding, reproduction, cata- 
loging, abstracting, translating, and dissemination of books, peri- 
odicals, and related materials determined to have such significance ; 
and (3) the acquisition of such books, periodicals, and other materials 
and the deposit thereof in libraries and research centers in the United 
States specializing in the areas to which they relate. 

Following is a list of laws enacted by the 85th Congress which are 
relevant, or contain sections that are relevant, to international 
education : ® 


’ Source: Congressional Record, Sept. 19, 1957, pp. D855—D866, and Sept. 12, 1958, 
pp. D911—D945. 
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Welfare; WM, Ways 


Labor and Public 


FR, Foreign Relations; Fin, Finance; LPW, 


and Means. 


Agri- 


Agr., 
Foceign Affairs, 


‘By; 


Education and Labor, FA, 


Joint Committee on Atomic Ene 


AE, 


District of Columbia; 


1 Committee abbreviations: 


culture, DO, 


aL, 


E 
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C. BILLS INTRODUCED BUT NOT ENACTED * 


Of approximately 20,000 bills and resolutions introduced into the 
85th Congress, a large number might conceivably have some bearing 
on the international educational relations of the United States. Some 
such bills were variations or duplicates of each other. A few repre- 
sented earlier versions of bills enacted (and described in the preceding 
section of this report). Some were companion bills introduced in 
both the Senate and the House of Representatives. 

The following representation of unenacted bills of the 85th Con- 
gress relevant in whole or in part to international education does not 
pretend to be inclusive. The principal purposes of the following re- 
view are: (1) Briefly to describe some of the proposals which, if 
reintroduced into the 86th or a later Congress and enacted, would 
affect international educational activities or relationships, and (2) to 
indicate the range of active legislative concern of the 85th Congress 
in this field as expressed in these unenacted proposals. 


1. Senate bills 


Revision of Educational Exchange Act—S. 1583 would make 
numerous revisions in the United States Information and Educational 
Exchange Act of 1948 including authorization for (1) establishment 
of chairs in American studies in educational institutions abroad utiliz- 
ing American and American-trained professors; (2) arrangement for 
special seminars abroad; (8) orientation of foreign nationals in this 
country who are not exchangees under the Government program; (4) 
arrangment for the attendance of nationals of cooperating countries 
at institutions of learning or places of study in any cooperating 
country, et cetera. 

Coordination of educational exchange programs.—S. 3112 (and 
other bills introduced in the House) would provide for the appoint- 
ment within the Department of State of an Assistant for International 
Cultural Relations, who would coordinate the international exchange 
programs of the Department and perform other duties in the field of 
international cultural relations. S. 3112 was passed by the Senate on 
July 28, 1958. 

Waiver of fingerprinting requirements.—S. 2704 would permit the 
waiver of fingerprinting requirements with respect to people being 
admitted into the United States under the United States Information 
and Educational Exchange Act. ’ 

Collecting and disseminating scientific information abroad.— 
S. 3313 would authorize the National Science Foundation to establish 
programs outside the United States for collecting, collating, translat- 
ing, abstracting, and disseminating scientific and technological in- 
formation, and to conduct and support other scientific activities 
including cooperative programs and projects between the United 
States and other countries. The bill would permit the use of foreign 
currencies held or available for expenditure of the United States to 
carry out these purposes. 

Information mediums quaranties——S. 3417 would authorize an- 
nually an amount to restore in whole or in part any realized impair- 


* Principal sources: (1) Digest of Public General Bills and Selected Resolutions, with 
index, 85th Cong. (Library of Congress, Legislative Reference Service); (2) bills intro- 
duced into the 85th Cong. 
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ment to the capital used in carrying on the authority to make informa- 
tion mediums guaranties under provisions of the United States 
Information and Educational Exchange Act. 

International fairs and ewpositions—Most numerous of the bills 
and resolutions introduced in the 85th Congress relevant to inter- 
national education were those regarding fairs and expositions. 

For example, S. 3679 would permit articles imported from foreign 
countries for the purpose of exhibition at the World Science-Pan 
Pacific Exposition to be held in Seattle, Wash., in 1961 to be admitted 
without payment of tariff. 

International demonstrations and training for health promotion.— 
S. 3727 would authorize the Surgeon General of the United States to 
encourage and assist in activities of internationad significance for the 
promotion of health and the prevention and conquest of diseases, in- 
cluding the conduct of investigations, research and demonstrations in 
the field of health, the training of health workers, and the dissemina- 
tion and exchange of health information. 

The bill would authorize the Surgeon General, subject to policies 
and procedures approved by the Seer etar y of State, to provide services 
in support of health activities of international health organizations 
in which the United States is an official participant or under the 
auspices of international public or voluntary nonprofit organizations. 

S. 3727 was passed by the Senate on August 14, 1958. 

Expansion of student exchanges with Latin American countries. — 
S. 3812 would— 

Provide for a more extensive student exchange program on a recip- 
rocal basis with the Latin American countries. Authorize the Secre- 
tary of State to conduct this program on a graduate student and an 
undergraduate student basis where the undergraduate student has com- 
pleted at least 2 years of education above the secondary level. Pro- 
vide for the interchange of books, periodicals, and other publications 
relating to education. 

Set up a Latin American Scholarship Board composed of 10 mem- 
bers. Give the Board the duties of making a selection of American 
students accepted for study in various Latin American countries, as 
well as making recommendations to the Secretary of State concerning 
the operation and administration of the exchange program. 

Authorize cooperation between other State agencies, including the 
Secretary of Commerce and the Civil Aeronautics Board, with a view 
toward utilizing surface and air transportation facilities which are 
recipients of subsidies from the United States in connection with trans- 
portation of students. 

Authorize the appropriation of $5 million for the first year and 
necessary sums thereafter to carry out the purposes of the act. 

Educational exchange of persons with the Soviet Union—Senate 
Coneus rent Resolution 44 would make it the sense of the Congress that 
under the United States Information and Educational Exchange Act 
there should be an interchange on a reciprocal basis of persons 1n sub- 
stantial number with the Union of Soviet Socialist Republics or other 
eastern European countries under specified conditions. 

Participation in an international laboratory—Among other pro- 
visions, S. 3117 would— 

Declare it to be the purpose of the act (1) to achieve the develop- 
ment and control of outer space for peaceful purposes by the United 
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States and all friendly nations working cooperatively to promute 
scientific progress and the security and welfare of all nations and peo- 
ples of the earth; (2) to accelerate the development of outer space 
propulsion. 

Authorize the negotiation and execution of an agreement with co- 
operating nations for the establishment of and participation in an 
international laboratory for outer space development. Provide for 
the establishment of a national laboratory to serve as a domestic cen- 
ter for research and development on outer space propulsion and re- 
lated activities. 

Authorize $50 million to carry out the provisions of the act. 


. House bills 


“he number of the bills relevant to international education that were 
introduced in the House of Representatives are identical or similar to 
Senate bills described in the foregoing section of this report. Follow- 
ing is a brief review of some of the additional proposals that were in- 
troduced in the House during the 85th Congress. 

Commissioning of U nited States information officers —H. R. 8081 
would revise the United States Information and Educational Ex- 
change Act so as to: 

Provide that the Commission on Information under the United 
States Information and Educational Exchange Act shall consist of 7 
members not more than 4 of whom shall be from any 1 political party. 

Establish a category of officers of the United States Information 
Agency to be known as United States information officers who shall 
be subject to the provisions of the Foreign Service Act of 1946 and 
any other provisions of law which are applicable to Foreign Service 
officers. Provide for the transfer on or haters July 1, 1962, of all 
United States information officers (up to 500) to the Foreign Service 
Officer Corps of the Department of State as Foreign Service officers. 
Make provision for the commissioning of United States information 
officers as diplomatic or consular officers. 

Transfer powers and duties conferred hereunder to the Department 
of State on or before July 1, 1962. Change the name of the United 
States Information Agency to the United States Information Service. 

Establishment of a University of the Americas.—House Joint Reso- 
lution 14 would establish an eight-man commission on the University 
of the Americas to make a full and complete investigation and study, 
including consultations with officials of the Organization of Ameri- 

can States, for the purpose of determining the possibility and desira- 

bility of establishing a University of the Americas, to be a center of 
higher education for the people of all nations of the Western Hemi- 
sphere. 

Encouragement of foreign language study.—House Joint Resolu- 
tion 91 would make it a policy of the United States to encourage the 
study of foreign languages by citizens of the United States. 

Establishment ofa Joint Committee on International E achange of 
Persons Programs.—House Joint Resolution 99 would establish a 
22-member joint congressional committee to be known as the Joint 
Committee on United States International Exchange of Persons Pro- 
grams. Direct the committee to provide a continuous, cooperative 
relationship between the Congress and the various United States inter- 
national exchange of persons programs and similar or related pro- 
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grams both public and private in order to foster, encourage, promote, 
and otherwise assist their further growth and development, ete. 
Require the committee to report to the ongress. 

Polycultural University of the United States —House Joint Reso- 
lution 200 would provide that the Polycultural University of America 
and the Foreign Service Institute would be integrated with and form a 
part of the Polycultural University of the U nited States. ‘The bill 
would authorize $25 million and such other amounts as would be 
necessary for this purpose. 

Amendment of Mutual Security Act—H. R. 12629 would— 

Amend title IV of the Mutual Security Act of 1954, to authorize the 
Librarian of Congress to establish programs outside of the United 
States for (1) the an: ilysis and evaluation of foreign books, periodi- 
cals, and other materials to determine their technic: al or sci ientific value 
to the United States (2) the registry, indexing, binding, reproduction, 
cataloging, abstracting, translating, and dissemination of books, peri- 
odicals, and related materials determined to have such significance ; 
and (3) to acquire such books, periodicals, etc. and deposit them in 
research libraries and other research centers in the United States. 

Permit the Librarian, in carrying out the above provisions to use cur- 
rencies, or credits for currencies, of any foreign government (1) held 
or available for expenditure by the United States and not required by 
law or agreement with such government to be expended or used for 
another purpose; or (2) made available through funds resulting from 
executive agreements between the Secretary of State and foreign gov- 
ernments for the use of currencies, or credits for currencies, deposited 
pursuant to existing provisions of this act, the Economic Cooperation 
Act of 1948, and the Agricultural Trade Development and Assistance 
Act of 1954. 

Authorize the Secretary of State to enter into the aforementioned 
executive agreements. 


D. LIST OF UNENACTED BILLS 
Following is a representative list of unenacted bills relevant in 


whole or in part to international education introduced in the 85th 
Congress. 
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Bill No. | 
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8. 2923 


8. 311 


23 


8. 3117 
8. 3313 


8. 3417 


8. 3678 


S. 37272 


) 


9 


OD. Se abakboe 
8. Con. Res. 44 


. Res. 288 


H. R. 
H. R. 


H. R. & 


H.R. 
H. R. 


H. R. 
H.R. 


H. R, 82 


H. R. 


. 8951_- 


. 9149... 


. 10252. -- 
. 10271. 

. 10352.- 
. 11174. 


. Res. 99... 


. Res. 115_- 
H. Con. Res. 223... 


491 


I  iccmitertsbtinat: 

We cAdahoks. Soe 
5532. _- 
6516 


6802. .... 
8081. ... 


_ 
8950. .. 





. 11197. 

- 11746.. 

. 12387_- 

. 12629... 

. 12954_- 

. 13207 sah 
. Res. 200_- 

. Res. 14... 

. Res. 37... 

. Res. 91... 


H. Con. Res. 332 3. _..__. 


Jud, J 


! Abbreviations used: 
Labor; 


.| Outer Space Development ------ 


Subject or title 


Revision of the United States Information and Edu- 
cational Exchange Act of 1948. 

Assistant Secretary of State for International Cultural 
Relations. 

International Atomic Energy Participation -_- 

Waiver of Fingerprinting Requirements for Exchanges 
Under the United States Information and Educa- 
tional Exchange Act. 

United States Participation, Brussels World Fair 

Assistant for International Cultural Relations, De- 
partment of State. 

Outer Space Development __- 

National Science Foundation Scientific and Techno- 
logical Information Translation Program. 


| International Media Guaranties Under United States 


Information and Educational Exchange Act. 


Duty Free Importation of Exhibits, World Science- 


Pan Pacifie Exposition, Seattle, 1961. 


.| Internationa! Health Research, Exchange of Health 


Information. 
Latin American Student Exchange_.................-- 
United States-Soviet Exchanges.....................-. 


United States Participation American Fair, Moscow, 
1958. 


Assistant Secretary of State for International Cultural | 


Relations. 
Latin American Student Exchange 


Revision of the United States Information and Educa- 
tional Exchange Act of 1948. 

Army Language School Instructions- ----............- 

Revision of the United States Information and Educa- 
tional Exchange Act of 1948. 

International Atomic Energy Participation. --.-.....-- 

Waiver of Fingerprinting Requirements for Alien 
Athletes. 

Assistant Sceretary of State for International Cultural 
Relations. 

Waiver of Fingerprinting Requirments for Exchanges 
under the United States Information and Educa- 
tional Exchange Act. 


| United States Participation, Brussels World Fair. ---- 
. 10031. iienaniieinedl 


Assistant for International Cultural Relations, De- 
partment of State. 
United States Participation, Brussels World Fair 


Sead 

Assistant for International Cultural "Relations, De- 
partment of State. 

United States Participation, 1961 Seattle Fair 
Mutual Security. cc 
Library of Congre: ss Translation Program. 
Agricultural Trade Deve lopment and Assistance 

.do 


| Polycultural University of the U nited States __- 


University of the Americas. 
y SSS ; 
United States Policy to Encourage Foreign Language 
Study. 
Joint Committee on International Exchange of Persons 
Program. 
, ee 
United States-Soviet Exch: anges_- 
Peaceful Exploration, Outer Space 


udiciary; POCS, Post Office and Civil Service. 
2 Passed Senate. 











Date intro- 
duced 


Mar. 14, 1957 
Apr. 4, 1957 
June 19, 1957 
Aug. 5, 1957 
Jan. 9, 1958 
Jan. 23, 1958 


lease coded 
Feb. 19, 1958 


Mar. 6, 1958 
Apr. 23, 1958 
Apr. 29, 1958 
May 14, 1958 
Aug. 5, 1957 
Apr. 15, 1958 
Jan. 3, 1957 
Feb. 14, 1957 
Feb. 19, 1957 


Mar. 4, 1957 
Mar. 29, 1957 


Apr. 10, 1957 |. 


June 11, 1957 


June 19, 1957 
July 30, 1957 


Aug. 6, 1957 


Jan. 13,1958 


Jan. 15, 1958 
Jan. 23, 1958 
Jan. 27, 1958 
Jan. 29, 1958 
Mar. 3, 1958 


Mar. 5, 1958 
Mar. 28, 1958 
May 8, 1958 
May 22, 1958 
June 16, 1958 
June 30, 1958 
Jan. 29,1957 
Jan. 3,1957 

A a sees 

MAb 


tein 
“Aug. 6, 1957 
May 22, 1958 





Com- 


mittee 
referred 


to! 


FR. 
FR. 
AE. 
FR. 


pp. 


Agri, Agriculture; AE, Atomic Energy; App, Appropriations; EL, Education and 
FA, Foreign Affairs; Fin, Finance; FR, Foreign Relations; LPW, Labor and Public Welfare; 








PART VII. PROGRAMS OF THE U.S.S.R. AND SOME OTHER 
COUNTRIES 


CHapTer 21. Russian ProGramMs 
A. INTRODUCTION AND SUMMARY 


For centuries off and on, the Russian Government has used inter- 
national education predominantly for 1 of 2 reasons: either (1) 
deliberately to cause foreign cultural attainments to influence her 
own cultural development, or (2)—as in recent years—to spread the 
foreign influence of the Soviet culture, as a political policy. 

In the 9th and 10th centuries, the Slavs imported an alphabet and 
a religious faith from the Greeks. During the next few centuries 
Byz: untine influence was consider able, and the whole of the Russian 
culture developed slowly under Byzantine and other foreign influences. 

Systematic westernization of Russia began late in the 17th century 
and developed early in the 18th, with Peter the Great’s educational 
missions abroad and the establishment of the Academy of Sciences 
(whose first academicians came from other countries). Catherine the 
Great carried Peter’s vigorous civilizing mission through the 18th 
century. The influence of Peter’s and Catherine’s international edu- 
cational efforts left its impact on the century which followed. 

After the death of Lenin, cultural exchanges between the “new 
Russia” and other countries became a matter of Government policy, 
largly under VOKS, the All-Union Society for Cultural Relations. 
Extensive western technical assistance was received by the Soviets 
during the Soviet 5-year development periods, and as Stalin recalled 
in 1944, about two-thirds of all large industrial enterprises in the 
Soviet Union had been built with American technical assistance and 
material aid. 

The Communist purges of the late 1930’s, however, curtailed the 
technical and educational relations program abroad, and the out- 
break of World War II affected the character of the activities of 
VOKS. 

During the war, the anti-Fascist alliances between the Soviet Union 
and the “United Nations” brought about good working relationships 
in the field of international education which, after the war, gave much 
promise of permanent Soviet-western cultural programs. 

World War II, however, was almost immediately succeeded by an 
East-West cold war, and in this atmosphere, realistic international 
educational agreements hardly could develop. Until 1947, the Soviet 
Union offered to the free world a ray of hope that international edu- 
cational programs might be set up. From 1947 to the death of Stalin, 
efforts to dev elop a U Tnited States-U. S. S. R. cultural exchange pro- 
gram were smothered by the cold war. Despite this, throughout this 
period the Soviet Union did have highly efficient programs of inter- 
national education within the Communist world. The political-eco- 
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nomic solidarity of the Communist bloc was substantially supported 
by these programs. After 1950, international educational contacts 
were broadened to include certain free world countries, especially in 
Asia, and there particularly India. 

Following the death of Stalin, the Soviet Union experimented with 
various gestur es for better cultural relations with the West, and after 
the Geneva summit conference of July 1955, the Soviets launched a 

“no holds barred” cultural offensive. This offensive was coupled 
with intensified domestic educational development, and by the end of 
1957, the Russians had developed a self-confidence in their educational 
and propaganda diplomacy. The signing of an exchange agreement 
with the United States on January 27, 1958, was a beginning. As of 
July 1, 1958, there were 70 East-West exchange projects implemented 
or agreed upon in cultural, scientific, academic, and other fields. 

Probably as important in international exchange as the official dele- 
gations has been the pape increase in the number of American 
tourists visiting the U. S. R. Approximately 3,000 Americans 
visited the Soviet Union a 1957, and it 1s expected that the number of 
tourists will be 5,000 or more this year. During the summer of 1958 
small groups of Russians came to the United States under tourist visas. 

An American specialist who returned from 5 weeks in the U.S. S. R. 
in 1958 said that his limited experience would demonstrate that the 
Russian people have a deep interest in learning about the United 
States—its people and its culture. He expressed the belief that 
Americans have an equal interest in Russia. He declared that if the 
barriers can be lifted to make possible the free communication of 
people and information the basis can be laid for international under- 
standing and world peace. 





B. HISTORICAL BACKGROUND 
1. Beginnings 

It is impossible to cover centuries of history, even of a culture that 
may have treaded water for long periods of time, in just a few para- 
graphs. However, from the early history of Russia, or the lands that 
now comprise Russia, there may be gleaned a number of examples of 
international educational influence. The following are a few such 
examples. 

For at least 800 years after the birth of Christ the people who lived 
in the lands that now comprise Russia were subject to little foreign 
influence. In the ninth century A. D., Cyril and Methodius, mis- 
sionaries to the Slavs, invented the so- called Cyrillic alphabet, based 
upon the Greek, which facilitated the development of the Russian 
written language. Thus Russian literacy began on the basis of an 
alphabet largely acquired from abroad. 

In the 10th century, the Grand Prince of Kiev, Vladimir I, “con- 
vinced of the need of choosing a new faith” to replace Russian 
paganism, imported and established Greek Catholicism by decree, the 
first bishops coming from Constantinople. The adoption of Christian- 
ity increased the ‘influence of Byzantine legal ideas—and in con- 
junction with the importation of the alphabet during the previous 
century—brought about the strong Byzantine influence on Russian 
art, ideas, and w riting. 

The success of the new alphabet and the so-called conversion of 
Russia was the complex product of the military, political, and com- 
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mercial relations of Kiev Russia with the Byzantine Empire and 
Bulgaria. 

By the end of the 17th century, however, the Russians had shrunk 
from any recognition of foreign influence, due in part to the centuries 
of Tartar occupation. As one historian said, it had become “dan- 
gerous to be a foreign doctor, fatal to keep a cuttlefish in your house.” 
Despite the popular xenophobia, however, western influence was in the 
process of becoming important. 


2. Developments under leadership of Peter and Catherine 


More than 260 years ago, Peter the Great used international educa- 
tion as a device to modernize Russia. In 1697, he personally led a 
300-strong “great embassy” to the West to introduce the young Russian 
aristocrats to the science and technique of the German lands, Venice, 
the Netherlands, and England. 

This educational expedition was followed by other, more or less 
forced, educational assignments abroad. After a notable visit to 
Paris in 1717, Peter the Great systematically sent some of his country- 
men to France for general and naval education. 

In 1725, he brought about the establishment of the Imperial Academy 
of Sciences—whose first academicians were imported western intellec- 
tuals. The academy soon became a research center and, after 1748, 
did much to encourage the translation of foreign books. 

B. H. Sumner, in his history of Russia, commented : 

The general effect of Peter’s westernizing, however superficial in many respects 
in his lifetime, had the deepest consequences. It is significant that a generation 
after Peter, the upper class, who in his day had usually to be more or less con- 
scribed for educational service abroad, were beginning to go abroad of their 
own free will, and that at least the outward appearance of European culture 
was becoming the requisite symbol of belonging to the privileged class. 

This was not the intention of Peter himself. He had aimed at inculcating 
upon all classes (except the serfs, though they were not expressly excluded) 
the Western outlook, initially in regard to material technique and science. He 
succeeded posthumously in inculcating western customs and ways of living and 
eventually western ideas among the upper class, but almost solely among that 
class. 

In this consideration of foreign influence in the history of Russian 
education it is significant that during the 1700’s, the Russian Academy 
of Sciences was in fact predominantly German. Only a fourth of its 
members were Russians. French and German influence on Russian 
thought became great, and during the famous Age of Catherine 
(1762-96), calculated Europeanization of Russia reached the altitude 
of an official civilizing mission. 

The Russian enthusiasm for international education was not evenly 
sustained throughout the 19th century, but the influence of Peter’s and 
Catherine’s activities in this field on Russian thought was always 
apparent, in varying degrees. 


3. Subsequent developments to 1940 
Guy S. Metraux wrote in 1952: 


* * * The people of the less advanced countries gradually came to recognize 
the importance of science and technique in the economic and social development 
of modern nations. From countries like Russia, China, and the Balkans, a con- 
siderable migration of students toward western Europe and the United States 
had begun in the 1880’s. Russia was one of the first of these countries to under- 
stand the need for scientists and technicians trained abroad. [Emphasis added.] 
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According to Schairer, a German scholar, between 1895 and World 
War I, the number of Russian students registered at European uni- 
versities steadily increased. During the same period, the number of 
American students decreased. 

For example, during the academic year 1886-87, there were 306 
Americans and 887 Russians in German universities. ‘Twenty-five 
years later, in 1911, there were over 10 times more Russians than 
Americans at these schools; 1,967 Russians and 163 Americans. 

During this same period, about one-fourth of the students at Swiss 
institutions of higher learning were Russian. 

Soon after the Communist revolution of 1917 and the 3-year civil 
war which followed, tourists and students from other countries began 
to visit the Soviet Union. International interest in the cultural, 
political, and economic life of the new Russia, grew rapidly. 

However, it was not until 8 years later (October 1925), after the 
death of Lenin canceled immediate Soviet plans for a world revolution, 
that the Council of People’s Commissars of the U.S. S. R. created the 
All-Union Society for Cultural Relations with Foreign Countries, 
Vsesoiuznoe Obshchestvo Kul’turnoi Sviazi Zagranitsei known as 
VOKS. This was, of course, an agency of the Soviet Government, 
or, in other words, a propaganda agency of the Communist Party. 

In the VOKS weekly news bulletin of September 1, 1928, appeared 
that official society’s third-anniversary message “to the intellectuals of 
the world,” calling for “the world union of intellectual forces for the 
triumph of genuine world culture.” The article stated: 

Men of art, science, applied arts, all persons of genuine culture must mobilize 
all their energies for common work to combat the war danger. New generations 
of intellectuals * * * must lay the foundation of cultural cooperation between 
the nations, and must always remember that this can only be achieved by pre- 
serving peace; that their struggle for peace is facilitated by cultural relations 
which draw the nations nearer together. 

The January 14, 1929, issue of the VOKS bulletin, in an article, 
VOKS on the Threshold of 1929, declared that the ties between the 
Soviet Union and the rest of the world had become “considerably 
simpler and more extensive of late” and would “make it possible for 
societies abroad working with us to introduce similar precision into 
their activities.” 

Later during the same year,’ the weekly news bulletin described the 
4-year-old VOKS program as designed “to demonstrate to foreign 
countries a general outline of Soviet culture in its totality.” The 
article noted that 

This demonstration of new and hitherto unknown forms of culture and social 
activity and new achievements in all spheres of construction and life is par- 
ticularly important for the left (wing) advanced intellectuals abroad. 

Within the first 2 years of VOKS, some 20 cultural societies in other 
countries had been cooperating with VOKS, including the Society of 
Friends of New Russia (Germany, established 1923) ; a similar group 
in Great Britain (established 1924), the Circle of British-Russian In- 
tellectual Relations; the Japanese-Soviet Society; the Argentine So- 





1 According to a Tass dispatch of February 27, 1958, VOKS, after 32 years, was dis- 
continued in view of the formation of the Union of Soviet Societies of Friendship and 
Cultural Relations. 
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ciety of Friends of Russia, and comparable organizations in Finland, 
the United States, Persia, China, Poland, and Afghanistan. The 
VOKS program included a bureau for the reception of foreigners, a 
press bureau, and a bureau of international book exchange. 

By February 1930, according to this official “society’s” president, 
F. N. Petrov, VOKS was in touch with 77 countries, of which 46 main- 
tained diplomatic relations with the Soviet Union. 

VOKS Vice President E. Lerner, in a speech which was reported in 
the Soviet Culture Bulletin of October 25-November 7, 1931, con- 
cluded : 


One of the most important problems in this connection is unbiased political 
information with regard to the U. S. S. R. which must serve not only to give 
the right idea about our country, but for closer relations, mutual assistance, and 
an exchange of experience between the U. 8S. S. R. and foreign countries. 


Mr. Lerner went on to say: 


Our foreign societies would, however, be entirely wrong in limiting their work 
to disseminating neutral information which often hides a desire to efface our 
victories. These societies must organize their work so as to attract such repre- 
sentatives of the working intelligentsia who, in times of great trial, could stand 
in defense of the U. 8. S. R. These societies must create a ring of trust, sym- 
pathy, and friendship around the U. 8S. 8S. R., through which all plans of inter- 
vention will be unable to penetrate. 

When the first Soviet Ambassador to the United States, Alexander 
Troyanovsky, presented his credentials to President Franklin D. 
Roosevelt, upon the reestablishment of American-Russian diplomatic 
relations in November 1933, Mr. Troyanovsky said : 

There is among the people of my country a most natural feeling of sympathy, 
respect, and admiration for your great country, which they associate with high 
technical and scientific progess and which they regard as an immense creative 
force. 

In 1934 Stalin was quoted in an article on Soviet industry and the 
United States as having commented : 

We observe the United States with interest, since this country ranks high 
as regards science and techniques. We should be glad to have American 
scientists and technicians as our teachers and, in the technical field, to be their 
pupils. 

During the first 2 Soviet 5-year plans (1928-32; 1933-37), Ameri- 
can technical aid was significant. Years later,’ Stalin told Eric 
Johnston, then president of the United States Chamber of Commerce, 
that about two-thirds of all large industrial enterprises in the Soviet 
Union had been built with American technical assistance and material 
aid. 

The Soviet purges of the late 1930’s, however, curtailed the cul- 
tural relations program abroad, and the outbreak of World War II 
brought an end to many of the activities of VOKS and changed the 
character of some of its other activities. 

4. Developments during World War II 

Although during World War II the peacetime international propa- 
ganda and education machinery was converted into a wartime ac- 
tivity, VOKS did maintain its book-exchange program. In the year 
1943-44, for example, the Soviet Union received some 162,000 books, 
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about half of which came from the United States. The Soviet Union, 
in turn, sent about 60,000 books to other countries, mostly to the 
United States, England, and France. 

Music Critic Virgil Thompson wrote in the New York Herald 
Tribune of October 1, 1944: 

Our chief foreign musical relations just now are unquestionably with the 
Soviet Union. 

Toward the end of the war, the Soviet Union intensified its inter- 
national education programs in Latin American countries, notably 
Mexico, Cuba, and Colombia. 

In Mexico City, in June 1944, Mexican Prof. Luis Chavez Orozco 
addressed Soviet Ambassador Oumansky at the opening of the Insti- 
tute of Mexican-Russian Cultural Interchange,* giving recognition to 
Soviet scientific achievements in the following words: 

We shall ask of you much news about many things that will help enrich the 
storehouse of our national culture. We are interested, for example, in knowing 
the methods by which the U. S. 8S. R. has trained the legions of technicians 
who, by revolutionizing its industry, have enabled it to defend itself against 
Nazi aggression; we are interested, also, in learning as much as we can about 
the phototechnical methods that have made of the U. S. S. R. the world’s most 
gigantic laboratory, in which plants proper to every climate are being evolved; 
we want to know how the Soviets managed to find the way utterly to abolish 
illiteracy ; and we are interested in learning the means thanks to which the 
flowering of the national literature of the U. 8. 8. R. permits it to publish books 
in editions of millions of copies. 

Professor Orozco also spoke of tribute to Soviet cultural achieve- 
ments, saying: 

We desire for you to give us an opportunity of hearing Soviet music, since we 
believe that at this moment, geniuses are flourishing there whose advent, by 
virtue of their greatness, is very like that of Beethoven; we hope to capture 
the feeling of a literature that has been placed at the service of the fatherland 
and the service of the world. We want to learn in what form the theater and 
the motion picture and journalism and the radio sustain a high state of heroic 
tension in combatants and noncombatants during their country’s struggle 
against the Nazi aggressor. 

In the Near East, the Soviet cultural offensive during World War 
It was marked in January 1944 by the establishment of a Soviet- 
Iranian Society, of which the Iranian Prime Minister became hon- 
orary president. 

As early as October 1943, at the time of the Moscow Conference 
of Foreign Ministers, the American Government had sought to es- 
tablish an information and exchange program with the Soviet Union. 
The wartime alliance between the Soviet Union and the United States 
(after the war characterized by Stalin as the capitalist-Communist 
“anti-Fascist alliance”) seemed to be an appropriate base for such 
a program. 

Through the remainder of the war and after the war the United 
States continued its efforts to obtain an educational exchange agree- 
ment with the Soviets. 

After the 1943 Moscow Conference, Ambassador Averell Harriman 
wrote a note to Soviet Foreign Minister V. M. Molotov, expressing 
the desire of the United States to institute a cultural exchange pro- 
gram to promote “sympathetic understanding of and friendship be- 


«Instituto de Intercambio Cultural Mexicano-Ruso. 
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tween our peoples.” Mr. Molotov replied on December 31, 1943, ac- 
knowledging “the importance of an exchange of press information 
between the U. S. S. R. and the United States for mutual under- 
standing between the two peoples.” He said that: “With regard 
to * * * the exchange of ideas, materials, and assistance in the fields 
of radio and motion pictures, the Embassy of the United States 
and its representatives can count on * * * (our) assistance.” Dur- 
ing the following 18 months of the war period, according to the 
Department of State’s 1949 white paper on United States-U. S. S. R. 
cultural exchange negotiations, “Soviet cooperation was, indeed, much 
greater than it was after the war was ended.” 

The wartime alliance between the Soviet Union and the United 
States created an atmosphere in which a permanent international edu- 
cational program between the Communist nations and the free world 
might have been pursued. The American optimism in this connection 
was encouraged by continuing statements of apparent interest on the 
part of the Soviet Union in promoting cultural exchanges. 

5. Postwar deterioration of East-West contacts 

The 1949 white paper on Soviet-American cultural exchange nego- 
tiations, issued by the Department of State, summarized the early 
postwar situation as follows: 

From the end of the war until mid-1947, the Soviet authorities treated Ameri- 
ean overtures to establish cultural interchange with obvious coolness, delaying 
acknowledgment of notes, offering various specious excuses for their inability 
to respond favorably to American proposals, or completely failing to respond. 

In October 1945, the Department of State evinced its interest in 
establishing a firm basis for postwar American-Russian cultural rela- 
tions. On November 13, 1945, Ambassador Harriman advised Soviet 
Deputy Foreign Minister Andrei Vishinsky that the State Depart- 
ment would appreciate a frank discussion of the possibilities of stu- 
dent exchange. Mr. Harriman further asked whether the Soviet 
Government had any objection to initiating such an exchange program 
in the 1946-47 academic year. No reply was ever received to Mr. 
Harriman’s overture. 

After Stalin’s election speech of February 1946, it became quite 
clear that a new Soviet policy was in the making. 

The general recalcitrance (if not opposition) of the Kremlin to 
bring about any cultural interchange was less apparent in the Soviet 
words than in the deeds which systematically counteracted them. 

On November 3, 1946, Pravda asserted that there were— 

* * * absolutely no obstacles, unless they are created by non-Soviet parties, to 
the most lively trade, scientific and cultural bonds between [the Soviet Union 
and the United States]. 

On December 21, 1946, during an interview with Elliott Roosevelt 
at the Kremlin, Mr. Roosevelt asked Mr. Stalin: 


Do you favor a broad exchange of cultural and scientific information between 
our two nations? Also are you in favor of the exchange of students, artists, 


scientists, and professors? 

Stalin replied, unequivocally, “of course.” 

In February 1947 Ambassador Bedell Smith wrote Mr. Molotov 
that the view expressed by Mr. Stalin (to Mr. Roosevelt) was— 
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gratifying to me since, as you know, I have strongly advocated such exchange 
to broaden the base of contact [between our people.] * * * I am encouraged 
by Generalissimo Stalin’s expression of views to bring to your attention a num- 
ber of proposals for exchange of the nature referred to above * * * and which 
are awaiting Soviet agreement to be put into effect. 

Since there was no reply from the Soviet Foreign Ministry, Am- 
bassador Smith sent another note, this time to Mr. Vishinsky, pro- 
posing a specific exchange of scholars in various fields of science and 
cultural studies. The Foreign Ministry acknowledged receipt of 
the note and advised the American Embassy that the note had been 
forwarded for consideration to the appropriate authorities. There 
the matter ended. 

Mr. Smith’s earlier letter to Mr. Molotov was finally answered, re- 
jecting the American proposals. 

On April 9, 1947, in an interview with Harold Stassen, Stalin once 
more expressed his assent to the desirability of a cultural exchange. 
According to the Tass account of the meeting, Stassen asked whether 
Stalin “hopes for a wider exchange of ideas, students, teachers, artists, 
and tourists in the future in the event that collaboration [economic 
and commercial] is established between the U. S. S. R. and the 
U.S. A.” The Tass account continued that Stalin replied that “This 
will be inevitable if collaboration is established.” 

“Collaboration” was not established. 

In a speech following the passage of the State Secrets Act of 1947, 
writer P. Vishinsky said that “every Soviet patriot must realize the 
importance of keeping secret our scientific discoveries and inventions. 
The Department of State observed that now, “in consonance with the 
implication of Vishinsky’s speech, Soviet policymakers began to at- 
tack those of its citizens who favored and engaged in cultural inter- 
change.” 

The Soviet State Secrets Act did much to freeze the new Soviet 
approach to international education—that is, the position that inter- 
national education was more to be talked about than brought about. 
At that time the Russians considered the propaganda value of the 
negotiations to be more valuable to them than they thought the pro- 
grams would be if put into action. 

Before the State Secrets Act, Soviet officials merely ignored pro- 
posals or offered excuses for refusing specific ones. In mid-1947, 
however, reasons were officially proffered which the American State 
Department interpreted to “apply generally to all cases.” One of 
the reasons given was that Soviet students and professors were un- 
willing to visit the United States where, under the United States Alien 
Registration Act, they would be compelled to register as agents of a 
foreign power. When Ambassador Smith pointed out to Deputy 
Foreign Minister Jacob Malik that students traveling to this country 
to engage in educational pursuits would not be required to register 
under the act so long as they refrained from engaging in political 
affairs, Mr. Malik replied, without explaining, that the act still con- 
stituted a “psychological hazard.” 

Throughout the period 1945-47, the Soviet Union was interested in 
acquiring American publications, especially in the technical and 
scientific fields. Extensive purchases of American books continued 
to be made for use in official research in the Soviet Union. Estab- 
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lished book exchange procedures of the Library of Congress and the 
Smithsonian Institution continued to feed books to Russia. 

However, a Library of Congress proposal to establish a joint 
American-Soviet bibliography of all available materials on prerevo- 
lution and postrevolution materials on United States-U. 5. 5. R. rela- 
tions was flatly turned down. So was a proposal for an rail e 
of 2 library researchers between the Library of Congress and the 
All-Union Lenin Library for a period of 6 months. 


6. Developments after the death of Stalin 


Upon the death of Joseph Stalin in 1953, and notably after the 
Geneva summit conference in 1955, the Soviet approach to inter- 
national education became more flexible. In areas where interna- 
tional education and cultural contact were a few years earlier con- 
sidered to be dangerous to Soviet security, the Soviet Government 
was now willing to risk “controlled interaction,” or “directed dif- 
fusion.” In other words, the Iron Curtain began to lift, cautiously 
to be sure, and despite the caution, “alien” influences could once more 
operate on the Soviet culture. 

However, the various educational exchanges of delegations during 
the years which followed were largely between the Soviet Union and 
the Communist bloc countries. In view of the intrabloc Communist 
loyalties (and discipline) which, by their very natures, made for 
greater intrabloc uniformity in the development of cultural and for- 
eign policies, these intrabloc educational exchanges could hardly be 
considered intercultural in the stricter sense. 

Among the Communist states created under postwar strategy and 
supervision, the various Soviet activities in international education 
had an important effect in promoting intrabloc solidarity. 

Systematically, the Kremlin has been more cautious about allow- 
ing Russians to go abroad than allowing foreigners to enter the 
Soviet Union. Restrictions on travel within the U. 8. S, R., though 
relaxed considerably since the death of Stalin, are still quite ‘rigid, 

In an article published in the April 1956 issue of World Politics, 
Prof. Frederick C. Barghoorn, an American specialist | in Soviet af- 
fairs, pointed out that, during the 7-year period, 1945-52, only about 
300 workers’ delegations visited Russia, half of which came “from 
capitalist, colonial, and dependent countries.” By contrast, after the 
death of Stalin, in 1954 almost 400 delegations a free-world coun- 
tries visited the Soviet Union and over 200 U. S. S. R. groups visited 
free-world countries. 

In 1955, a Soviet publication, Sovetskaia Kultura, quoted the 
head of the Soviet delegation at the 49th Conference of the Inter- 
parliamentary Union at Helsinki as saying that over 2,300 delega- 
tions had visited the Soviet Union ‘ ‘during the last 2 years alone.” 

Bulganin’s report of August 4, 1955, on the results of the Geneva 
Conference of that year quoted a paragraph of the Conference com- 
munique relating to freedom of information and contacts. Accord- 
ing to Pravda,° “Bulganin declared that success in this area “would 
in many ways foster the reduction of international tension and the 
strengthening of mutual confidence among states, as well as the de- 


5 September 1, 1955. 
* August 5, 1955. 
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velopment of international cooperation.” However, no formal agree- 


ment on international educational exchanges had been reached at 
the Conference. 


The Russian cultural offensive, so thoroughly publicized after the 
Geneva Conference of 1955, slowed down as a result of the Hungarian 
revolution. The decline was neither wanted nor contemplated by the 
Communists. Perhaps it was forced upon them by the Free World’s 
outburst of indignation against Soviet intervention in Budapest. 

The following quotation i is from the summary of the quarterly re- 
view of delegation travel between the Free World and the Communist 
bloc, January—March 1957, prepared in the Office of Research and In- 
telligence, United States Information Agency: 


The overall picture of delegation travel between the Communist bloc and the 
free world during the reporting period indicates a trend away from the Soviet 
Union. It reflects post-Hungarian sentiments in terms of a heavier volume of 
travel beween the satellites and'the free world than between the U. 8. S. R. and 
the free world. A year ago, during the first quarter, 211 delegations went to the 
bloc. The current corresponding figure is 232. The Communists, during this 
quarter, were able to send only 275 delegations compared to 327 a year ago. 

Communist preoccupation with the cultural offensive and their efforts to 
repair the damage done by Hungary manifested itself on numerous occasions. 
The forthcoming World Youth and Students Festival to be held in Moscow in 
July and August plays up heavily a theme of cultural, scientific and sports ex- 
changes. Soviet propaganda periodicals dwell extensively on the same subject. 

* * * * a s a 

The subject of cultural exchanges was also taken up officially by the Soviet 
Minister of Culture Nikolai Danilov. In an article published early in the year, 
the Minister deplored the restrictive attitude of western countries and announced 
Russia’s determination to continue the development of cultural contact with 
all countries. The Ministry, according to Danilov, plans to send over 5,000 
“workers in culture and arts” on visits abroad in 1957. Sixty countries are 
included in Soviet planning. The Minister also mentioned a relatively new 
field of cultural endeavor—international art competitions. The U. 8. 8. R. intends 
to sponsor such competitions as well as to organize a diversity of congresses and 
meetings for composers, writers, artists, and others. The Sixth Youth Festival 
may serve in this case as a springboard and the main center of attention. 


The delegation travel during the first quarter of 1957 between the 
free world and the Communist orbit may be broken down into a dozen 
principal categories. During these 3 months, according to the United 
States Information Agency, a total of 507 delegations was exchanged 
between the Communist countries and the free world, of which 139 
delegations were exchanged by the Soviet Union with free world 
countries. 


The following table shows the geographic distribution of the dele- 
gation exchanges involving the Soviet Union: 
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The following table comparés these Russian-free world delegation 
exchanges with the exchanges between the rest of the Communist bloc 
and the free world during the first quarter, 1957. 


| 
| Free world areas 


. 
Communist areas | Near 
Western Latin East North 














Total Europe | America | Far East | South | America 
| Asia, and 
Africa 
a Bs Biel catia ic enenssicineennaltiniem lpia 71 45 3 2 14 7 
i tS he OS a 68 27 1 11 27 2 
To European satellites___.....- 115 56 16 | 3 32 8 
From European satellites. __..- 164 81 5 8 63 7 
To Communist China_-_-.....- 34 12 1 15 6 0 
From Communist China-.............--.. 39 9 0 7 23 0 
To Far Eastern satellites_................. 12 2 0 7 2 1 
From Far Eastern satellites_.............. 4 0 0 1 3 0 


Cultural delegations—representing the arts, education, religion, 
and so on—between the free world and the Communist bloc totaled 93, 
of which 43 were from the free world and 50 were sent ¢o the free 
world. 

Professional delegations, including physicians and journalists, 
totaled 28 with 22 from and 6 to the free world. 

Technical delegations (technicians, engineers, agricultural experts, 
and so on) totaled 16—17 from and 9 to the free world. 

Sports delegations, including chess experts and athletic teams, led 
the other delegations in number, totaling 147 during the quarter. 
Sports delegation travel to the Communist orbit totaled 52 with 95 
delegations coming from the Communist orbit to the free world. Of 
the 95, 63 delegations, mostly from the Soviet Union and the Euro- 
pean countries in the Communist orbit, went to the Western European 
countries. 

Athletic exchanges have been one of the most important parts of 
the Soviet international educational program—“to demonstrate the 
superiority of socialist culture.” 

During the latter part of World War II, the Soviet Union an- 
nounced its intention of promoting sports exchanges, especially with 
allied powers. This foreign policy was rapidly put into effect in 1946, 
and by 1949, the U. S. S. R. had become a member of 14 international 
sports exchanges. 

On January 12, 1952, Radio Leningrad announced that “physical 
culture and sports are not a matter of amusement but a matter of 
State importance.” 

The regard of the sport exchanges as a matter of Government for- 
eign policy was indicated in a Pravda comment of November 5, 1954, 
to wit: 

* * * the struggle for victory in honorable and comradely sporting duels with 
foreign friends and rivals means also the struggle against the warmongers and 
against those who preach mistrust and hostility between people. 

During the first quarter of 1957 scientific delegations—medical re- 
searchers, public-health specialists, physical scientists, natural scien- 
tists, and so on—numbered only 20, with three-fourths of these going 
from the Soviet Union to the free-world area. 








902 GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 





Economic and governmental delegations—including parliamentary 
and municipal personnel, financial experts, trade missions, and trade 
fair delegations—totaled 132, with 72 delegations from the Commu- 
nist bloc to the free world and 60 delegations from the free world to 
the Communist-bloc countries. 

During the first quarter of 1957, Communist Party and “front” 
delegations totaled 44, 27 of which went to the Communist countries. 

The following table, prepared in the United States Information 
Agency, reflects the delegation travel between North America and 


the Communist orbit during the same quarter discussed above, Janu- 
ary through March 1957. 


Delegation travel between the Communist bloc and North America, by 
destination, origin, and type of delegation 











Total | | Total 
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Tot al all dele gations- 


The following table compiled in the United States Information 
Agency shows the number of Western European delegation exchanges 
of persons with the Communist bloc, 1955-57." 
















1955 1956 | 1957 





| 
lo From Total | To From | Total To From 














Soviet Union. 363| 337) 70| 475) 469| 944] 388] 386 774 
Euro ypean Sx stellites 707 547 1, 254 691 784 1, 475 | 645 | 730 1, 375 
Communist China 61 60 121 | 146 | 93 239 | 66 41 107 
Asian satellites_.. 9 8 7 15 | 15 30 | 8 2 10 
Total...-- | 1,140 952 | 2,092 | 1. 327 7 1,361 | 2,688] 1,107 | 1,159 2, 266 

| i 















CURRENT RUSSIAN PROGRAMS IN INTERNATIONAL EDUCATION 














1. General 


The 1957 annual of the Great Soviet Encyclopedia reported on the 
Russian social and cultural contacts with foreign countries a trans- 
lation of which follows: ™ 



















7 Number of delegations. In view of the difficulty of obtaining complete exchanges data, 
the totals given in this table should be regarded as representative of only known verifiable 
exchanges. Moreover, since for the purposes of this and the above tables—the size of a 
delegation is relatively immaterial, caution should be exercised in the quantitative inter- 
pretation of the data. 


va Transl: ited by Boris Gorokhoff, member of the staff of the Slavic and Central European 
Division, Library of Congress. 
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The year 1956 was marked by a significant expansion of cultural contacts 
with both socialist and capitalist countries. In 1956, at the invitation of the 
U. S. S. R. Ministry of Culture, the Soviet Union was visited by 2,265 repre- 
sentatives of culture and art from 34 countries; 5,139 representatives of Soviet 
eulture and art traveled in 58 countries. 

During 1956, various ministries and social and artistic organizations showed 
considerable activity in the establishment and strengthening of cultural ties. 

New forms of cultural interchange, which had been little practiced in the past, 
came into being and developed: exchanges of students, mutual invitations to 
professors for the delivery of lectures, the joint study of scientific problems in 
Soviet and foreign clinics and institutes, a broad development of tourist travel 
and many others. 

In 1956, 815 books by foreign authors were published with a printing of 
76,921,000 copies. 

The largest library in the Soviet Union, the State U. S. S. R. Library named 
for Lenin, conducted book exchanges in 1956 with 1,028 libraries and scientific 
establishments in 60 countries throughout the world. In the U. 8. 8. R. a 
highly successful exhibit of French books and illustrations was organized. In 
France (Paris, Lyons, and Bordeaux) an exhibit of Soviet books was arranged. 

The America opera troupe “Everyman Opera” and the French National Peo- 
ple’s Theater * * * performed in the Soviet Union with great success. The 
largest Soviet artistic groups traveled in foreign countries in return visits. 
Thus, the ballet of the Bolshoi Theater of the U. 8. S. R. traveled in England 
in October and November, where it entranced British audiences. 

Concerts were given in Moscow and other U. 8. 8S. R. cities by British per- 
formers headed by the composer and director A. Bliss, the American violinist 
I. Stern, and likewise performers from Argentina, Mexico, Uruguay, Austria, 
Germany, Sweden, and other countries. At the same time, the violinist L. 
Kogan presented a series of concerts in Argentina, Chile, and Uruguay; the 
pianist L. Oborin performed in Japan, and the cellist M. Rostropovich played in 
the United States and Canada. Groups of Soviet performers toured Iran, 
Syria, and Afghanistan. The symphony orchestra of the Leningrad State 
Philharmonic toured the German Democratic Republic, the Federal Republic of 
Germany, Switzerland, and Austria. The Soviet circus toured Great Britain, 
France, and China with triumphant success; circus artists of Germany and 
Czechoslovakia gave performances in the U. 8. 8. R. 

The holding of festivals of foreign films in the U. 8S. S. R. and of Soviet films 
abroad became a tradition. 

A significant role in the conduct of cultural exchange is played by the organi- 
zation of various exhibits in the U. 8. S. R. and the arranging of exhibits describ- 
ing Soviet culture in foreign countries. Soviet artists in 1956 took part in 
the 28th international art exhibit held in Venice; Soviet photographers showed 
their work at international contests in Great Britain, France, Yugoslavia, and 
Italy. An exhibit of drawings by Soviet children was shown in Great Britain; 
and in the U. 8. 8. R. drawings of children in Great Britain and India were 
displayed. Exhibits of Soviet painting were organized in Egypt, Syria, and 
Lebanon. 

sroad ties were established between Soviet and foreign scholars. In 1956, at 
the invitation of the U. S. S. R. Academy of Sciences, the Soviet Union was 
visited by 823 foreign scholars, while 877 Soviet specialists traveled abroad in 
return visits. At the initiative of the Soviet Union, the United Institute of 
Nuclear Research was established in the U. 8S. S. R., in which Soviet scientists 
and scientists of socialistic countries were at work. 

In May 1956, in Moscow, the All-Union Conference on the Physics of High- 
Energy Particles took place; this attracted physicists from 22 foreign countries. 
Soviet physicists in their turn took part in the annual conference held in the 
United States, devoted to problems of the physics of nuclear reactions under 
high energy conditions. 

Returning the visit to Great Britain by Soviet scholars in 1955, a delegation of 
the London Royal Society visited the U. S. S. R. in May 1956 with the out- 
standing physiologist, Lord Adrian, at its head. The delegation discussed a 
series of scientific problems with Soviet scholars. Delegations of American 
microbiologists and cardiologists were guests in the Soviet Union for about a 
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month. The Soviet jurist, Prof. S. A. Golumskii, traveled to Hngland where he 
delivered lectures on problems of Soviet law; the Swiss professor, L. Ruzicka, 
specializing in organic chemistry, delivered lectures to students at Moscow 
University. Lectures were delivered in the same auditorium by the former 
French Prime Minister, E. Faure, the executive secretary of the United Nations 
Economic Commission for Europe, Prof. G. Myrdal, and others. 

The exchange of students has considerable significance for cultural intercourse 
between peoples and the improvement of mutual understanding. Up until 1956, 
students primarily from socialist countries were studying in U. S. S. R. uni- 
versities. In 1956, a series of agreements was reached on the expansion of 
student exchanges with capitalist countries also. A large role in the develop- 
ment of cultural ties is played by conferences on cultural cooperation concluded 
last year and providing for development in every way of ties and mutual ex- 
changes in all fields of culture. 

Upon the initiative of Soviet social groups, the Association for Assistance to 
the United Nations was established in the U.S. S. R. 

In February 1956, the U. S. S. R. Government established the U. 8. S. R. Com- 
mittee on UNESCO. 


2. Intrabloc educational exchanges 


A Soviet educational journal,’ published in March 1958, describes 
the Soviet plans for “scientific and cultural cooperation for 1958.” 
In an article by A. F. Mal’tsev entitled “International Contacts of 
Higher Education,” the journal reports on the Soviet intrabloc edu- 
cational exchanges. A translation of the article follows: ® 


Higher education institutes of the Soviet Union have significantly expanded 
and strengthened their contacts with such institutions of other countries in 
recent years, and, in the first instance, with people’s democracies. Much will 
also be done in this regard this year. 

Joint commissions were at work from October 1957, to January 1958, and they 
prepared and signed plans for cultural and scientific cooperation between the 
U. 8S. S. R. and Albania, Bulgaria, Hungary, the German Democratic Republic, 
the Democratic Republic of Vietnam, China, Mongolia, Poland, Rumania, Czecho- 
slovakia and Yugoslavia for 1958. An important place in these plans is taken 
by the mutual cooperation of higher education workers. 

As in previous years, the plan for 1958 is based on full mutual understanding 
and contains many concrete measures which will be put into effect. Workers 
of ministries of higher education of the U. S. S. R. and of people’s democracies 
included in the commissions working out the plan, have established close contact. 

The following are the measures provided for in the plan for each country. 

Albanian People’s Republic—The Ministry of Education and Culture of the 
Albanian People’s Republic on the basis of the existing agreement on student ex- 
change will in the 1958-59 academic year exchange groups of sudents and grad- 
uate students who are to study in each other’s institutions. 

The Ministry of Education of the RSFSR is organizing practical work for 
students of the faculty of history and philology of Tirana University who are 
studying Russian; they will come to the U. 8. 8S. R. to complete their knowledge 
of the Russian language. 

Several scientific workers of Soviet universities will go to Albania and will 
become acquainted there with the organization of teaching and research work 
in Tirana University. 

Immediate contacts will be established between the staff of the Azerbaijan 
University named for S. M. Kirov and the teachers of the first Albanian 
university. 

The U. S. 8S. R. Academy of Science will assist Tirana University in research 
work on the study and uses of natural resources of Albania. An archaeological 
expedition will be organized for excavations in the ancient city of Appolonia; 
joint work will be carried out on the compilation and publication of a plant- 
geography outline of the territory of Albania. Scholars of Moscow University 
will actively assist Tirana University in organizing and conducting research in 
the field of physics of solid bodies, electronics, and mechanics. 


8 Vestnik Vysshe I. Shkoly, March 1958. 
® Translated by Boris I. Gorokhoff, Libary of Congress. 
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The Soviet Union and Albania will exchange professors, lecturers and teach- 
ers who will deliver lectures and reports on various subjects, who will collect 
materials for their own scientific writings and who will participate in joint 
scientific research. 

The U. 8S. 8S. R. Academy of Sciences, the All-Union Academy of Agricultural 
Sciences named for V. I. Lenin and the corresponding research institutions will 
provide the necessary assistance to the research and educational institutions of 
Albania in solving problems of plant selection and breeding. 

Scholars of both countries will keep each other informed of forthcoming con- 
gresses, conferences and meetings, will exchange research and scholarly litera- 
ture, ete. 

* * * * ag + * 


Hungarian People’s Republic—Between the U. S. S. R. and Hungary will also 
take place an exchange of professors, teachers, and graduate students for rais- 
ing their scientific and pedagogical qualifications, especially in the fields of 
medicine, communications, agriculture, and pedagogy. 

The plan provides that scholars of one country will take part in the other 
country’s larger scientific congresses, conferences, meetings, and sessions. 

In accordance with existing agreements, the mutual sending of students and 
graduate students to higher educational and research institutions will continue. 
Each of the parties will provide the opportunity for scientific workers of the 
other party to defend graduate and postgraduate dissertations in higher educa- 
tional and research institutions in its own country. 

The plan also provides for trips by teachers and administrative workers of 
higher educational institutions of both countries at their own expense for the 
exchange of work experience. 

A delegation of students from the Lipetsk pedagogical institute will make a 
return visit to the staff of the Eger Pedagogical Institute. 

Mutual assistance will also be given in the publication of new textbooks and 
in the review of these textbooks where the history and geography of the other 
country is discussed. Provision is made for the exchange of study in guidance 
materials, as well as the subject matter of research work. 

* + ok * *~ * * 


German Democratic Republic—As with the other peoples’ democracies, the 
Soviet Union exchanges students, graduate students, and teachers with the 
GDR. The parties will send each other literature published on higher education 
and various scientific publications. 

Many Soviet students who will teach German will go to the German Demo- 
cratic Republic to improve their knowledge. A group of German students pre- 
paring to teach Russian will visit the Soviet Union. They will have the oppor- 
tunity to engage in practice work at pioneer camps. 

Especial attention is being devoted to broadening the ties between Moscow 
University and Humboldt University in Berlin, and likewise between Leningrad 
University and Karl Marx University in Leipzig. In these institutions a joint 
University Week will be held, during which scientific workers of both sides will 
deliver reports and lectures and will carry out other scientific measures. 

In April and October of this year Soviet and German scholars will advise each 
other of their recommendations on the mutual translation of the most important 
textbooks and scientific works. 

+ ad ~ . + « = 


Chinese People’s Republic—The cooperation of Chinese and Soviet higher 
schools, which has already been close and fruitful, will become even stronger this 
year. 

It has been decided to create joint groups of authors which will work on new 
textbooks for Chinese and Soviet institutions. Ministries of higher education of 
the U. 8. S. R. and the CPR will exchange model designs for school buildings, 
student dormitories and laboratories, as well as descriptions and drawings of 
teaching apparatus and equipment used in higher educational establishments. 
At the request of the Ministry of Higher Education of the CPR, the Soviet 
Union will send specialists, engineers, and technicians to assist in the delivery 
of lectures as well as in the equipment of scientific laboratories. 

Both sides will undertake measures to further increase the number of insti- 


tutions having immediate contact on problems of teaching, guidance, and 
scientific work. 
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A group of Chinese specialists in science and technology will visit the U. 8. S. R. 
and will take part in conferences and meetings arranged by higher educational 
establishments, and will become acquainted with the scientific and teaching 
experience of such institutions, research establishments, and factories. 

In their turn, Soviet educational workers in university, technical, and art 
subjects will visit China and will exchange their experience. 

At the invitation of the Ministry of Education of the CPR, a group of Soviet 
specialists will visit China and will assist in the organization of pedagogical 
education in art. 
cs 





* * 





* * + « 

Polish People’s Republic.—During the year, the U. S. S. R. and Poland will 
exchange higher education administrators and scientific workers so that they 
may acquaint themselves with the activity of higher educational establishments 
and participate in scientific sessions, conferences, and meetings. Each of the two 
sides will accept several more groups of students who will take their practice 
work in enterprises, offices, and collective and state farms. Much attention 
will be given to the language practice of the students. <A group of Polish teachers 
of Russian language will also come to the U. 8S. 8. R. to strengthen their 
knowledge of the language. 

The cooperation between the following institutes will become wider and closer ; 
Moscow and Warsaw Universities, the Moscow Bauman Higher Technical School 
and the Warsaw Polytechnic Institute, the Moscow State Economic Institute, 
and the Warsaw Chief School of Planning and Statistics. Plans will be worked 
out for the joint preparation of textbooks and teaching aids for students studying 
Russian in Polish institutions and those studying Polish in Soviet institutions. 
It was decided to translate the best textbooks and teaching aids of the U. 8S. S. R. 
into Polish, and Polish textbooks into Russian. Preparations are already 
underway to carry out this part of the agreement. 

Both sides will provide mutual assistance at their own expense to teachers 
and scientists arriving to conduct research work in archives, museums, libraries, 
and other research establishments. 
* 





* * * * 





* * 

Federated People’s Republic of Yugoslavia.—In working out and discussing 
the plan for cultural and scientific cooperation between the U. 8. S. R. and the 
FPRY for 1958, consideration was given to the requirements of each side in the 
further comprehensive development of culture and scientific cooperation, which 
corresponds to the general interest of both sides. 

An exchange of teachers in higher education will be carried out for mutual 
acquaintance with the teaching and research work in the higher educational 
establishments, as well as of students, graduate students or young scientific 
workers for the purpose of raising their scientific qualifications. The necessary 
number of scholarships will be assigned to this purpose. The Soviet Union will 
accept a group of Yugoslav specialists to raise their scientific and specialized 
qualifications. Provision is also made for the exchange of books, separate 
articles, periodical publications, and higher education textbooks. 

Historians of Yugoslavia and the U. 8S. S. R. will visit each other and will 
become acquainted with the development of historical sciences and archival 
work. They will be able to microfilm archival documents and other materials 
having considerable significance for the national history of one or the other 
people. 


% Bs x ¥ ¥ ™ 2 
















There is no doubt that the professors and teachers in Soviet higher education 
will take all the measures necessary to carry out successfully the measures 
planned and will help our foreign friends in the future improvement of higher 
education. 

The article describes similar educational relations between the So- 
viet Union and the “Bulgarian People’s Republic,” “Vietnam Demo- 
cratic Republic,” ‘ ‘Korean People’s Democrat Republic,’ ” “Mongolian 
People’s Republic,” and “Rumanian People’s Republic.” 


. Participation in the Brussels World’s Fair 


According to Professor Barghoorn, the Russians have shown great 
enthusiasm for international contacts to “prove” their dedication to 
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eace. As Barghoorn wrote in the January 1958 issue of the Russian 
a tidiv, “Moscow hopes and demands that Russia be regarded as the 
chief center of progress, spiritual cultivation, enlightenment, and 
humanitarianism.” The Russians have demonstrated m recent months 
a most significant national commitment to educational and technical 
development in their country. The launching of the first earth satel- 
lite was so impressive that the Soviet Union, in order to maximize 
the propaganda advantages, accelerated even further its efforts in in- 
ternational education. 

The Brussels World’s Fair *° provided the Soviet Union with an im- 
portant forum for influencing world opinion. The Soviet effort at 
Brussels was, as the United States Information Agency put it, “the 
largest ever undertaken by a Communist state at a competitive inter- 
national exposition.” 

The international persuasiveness, and therefore the importance of 
the Soviet exhibits, according to a United States Information Agency 
report, was underwritten by a “propaganda posture * * * backed by 
recent successes and demonstrated strength in scientific-military 
fields.” This apparently was designed to make foreign cultures more 
receptive to Soviet cultural, economic, and scientific imtuence than 
before. 

The multilingual newspaper issued by the Soviets at the fair and 
the impressive Soviet fund for advertising and promotion of the fair 
are examples of the importance attached by the U. S. S. R. to the 
Brussels World’s Fair. 

The Soviet pavilion at Brussels was a large rectangular building be- 
tween 75 and 85 feet high, and covering about 270,000 square feet. 
The pavilion faced the American one. The walls and roof were trans- 
parent and an interior gallery included trees and a large statue of 
Lenin. A large restaurant and a cinema-concert hall (seating 1,500 
persons) were installed on the esplanade. 

The Soviet pavilion was built in the Soviet Union and transported 
in sections to Brussels. A task force of 350 Soviet technicians as- 
sembled the prefabricated parts. 

Estimates of the cost of Soviet participation at the Brussels Fair 
alone range as high as $60 million. When he was asked, at a press con- 
ference on his arrival at Brussels, how much the Soviet Union would 
spend to participate in the fair, Soviet Commissioner General Ryzh- 
kov answered, “What it will cost.” 

The Kirkpatrick study of Communist propaganda activities * pub- 
lished in 1957, reported that in 1956 the Communist countries “spon- 
sored official exhibitions at 93 international fairs.” The increasing 
Soviet attention to such fairs since the death of Stalin is shown by 
the following comparison of Communist bloc expenditures for these 
exhibitions (as cited in the Kirkpatrick study) : 


1954 approximately $10 million 

1955 approximately $38 million 

1956 approximately $50 million 
The Soviet participation in the Brussels Fair reflected great Soviet 
pride in recent Soviet scientific accomplishments and a newly acquired 


%” The Brussels Universal and International Exhibition, April 17 to October 19, 1958. 
1 Year of Crisis, edited by Evron M. Kirkpatrick. 
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self-confidence. In 1957 Pravda ” wrote that visitors of the fair “will 
see how the Soviet Government has transformed the Soviet Union 
from a backward agrarian countr into a great industrial power with 
the most advanced science and culture.” {Emphasis added. 


4. Technical assistance 


The Soviet technical-assistance programs in most respects parallel 
those of the United States. The 1958 Committee for Economic Devel- 
opment report on the Soviet role in the world economy, prepared by 


Michael Sapir,’* summarizes the Soviet technical-assistance effort as 
follows: 


In close connection with credit extensions and trade promotion efforts, the 
Soviet bloc is also rendering many types of technical and scientific assistance, 
including ambitious training programs. Many of the bloc countries are playing 
host to large numbers of visiting students and technicians from the uncommitted 
countries. In the first 6 months of 1957, more than 2,000 Sino-Soviet bloc tech- 
nicians worked for 1 month or longer in 19 underdeveloped countries of the free 
world. Egypt, Syria, India, and Afghanistan have received more than 80 percent 
of all technicians. About one-third are involved in military assistance activities, 
the remainder in development projects. Russia has aided in setting up technical 
institutes in various places—Bombay, Rangoon, Cairo, perhaps others. It is 
possible that there are now more bloc technicians, teachers, and lecturers in some 
of the countries where bloc aid has been accepted than there are Americans or 
total free-world personnel. In 1957 well over 2,000 technicians, professionals 
and students from the underdeveloped countries went to the bloc countries for 
special courses or observation of techniques. Five hundred are enrolled in uni- 
versities or similar institutions. In connection with the Bhilai steel mill, India 
sent 125 nationals. This program in 1957-58 will involve the training of 5,000 
Indians in both the U. S. S. R. and India. There is obviously considerable 
dynamic drive behind this Soviet version of point 4 technical aid. It is not 
known to what extent Soviet technical assistance is paid for by the recipient 
or received as a grant. 


5. Radio broadcasting 
The radio broadcasting program of the Soviet Union is extensive. 
Moreover, as the 1957 British white paper on Soviet obstacles to East- 
West contact documented, the U.S. S. R.—and the entire Communist 
bloc—makes extensive use of radio jamming of broadcasts from the 
free world. This censorship is to insure that the Communist citizen 
cannot hear what he may not read. 
The following table gives the number of hours per week of Com- 


munist bloc radio broade asting to Western Europe, 1950-57, by 
language: 


12 November 18, 1957. 
13 Published April 1958 
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Number of hours per week 





























1950 1951 | 1952 1953 1954 1955 1956 1957 

PRA 6 hide aa cig at» ckdbsceieiiee 5 5 5 18 19 17 30 27 
SR ln Ble hghltnhy udnddinidecinbin taba 7 7 7 7 7 7 7 7 
STI icsincerm sista iveenbaiainetcneisauuaneaal 61 85 93 98 107 103 1110 1117 
RR a oedceccskateasessne 16 20 20 | 34 40 39 39 41 
ON SE EE ees ee | 58 | 78 86 97 111 101 99 86 
German (Austrian) -...............--- 16 18 26 13 24 19 16 16 
German (Germany) ------ ine 57 83 92 96 100 2105 2112 
CN saci as ete eo Sakata 50 75 93 99 117 3114 3110 3114 
OOS he. Asses ns ese abd 9 | 10 | 14 13 13 13 10 10 
ey are ee 3 3 3 3 3 3 7 
nn a:wn annnesapithaumanneiceaia 40 47 | 45 52 492 494 4103 #105 
i hc cchoncindb beriodbioatcane | 12 12 21 30 32 27 42 42 
NS dh thin ce nctidlakehbisigi’l | 1 3 2 2 3 3 3 3 
PN widok ceankidins cadtakaietaen 37 25 1 11 18 122 118 110 

Meee g ae eee 5 380 472 508 575 688 764 801 800 








1 Includes 3 hours of Communist Chinese broadcasts in 1956 and 7 hours in 1957. 

2 Includes 14 hours of broadcasts by the clandestine ‘‘German Freedom Station 904.” 

3 Includes 35 hours in 1955 and 31 hours in both 1956 and 1957 of “‘Italia Oggi’”’ and ‘‘ Oggi Nel Mondo”’ 
clandestine broadcasts. 

4 Includes the clandestine broadcasts of ‘‘ Radio Espana Independiente”—39 hours in 1954, 34 in 1955, 33 
in 1956 and 42 in 1957—and 7 hours of Communist Chinese broadcasts in both 1956 and 1957. 

5 Includes 6 hours of Esperanto broadcasts in 1950 and 1 hour in 1957. 


Source: U. 8. I. A. 


As indicated by the above table the number of broadcast hours 
per week have more than doubled during the past 7 years. In 1950, 
the total number of hours (per week) of Communist bloc broadcasts 
to Western Europe totaled 380 hours; in 1957, the number of hours 
per week had increased to 800 hours. 

The following table compares the number of broadcast hours per 
week for the entire Communist bloc, including the Soviet Union, and 
for the Soivet Union only. 














| Entire | U.S. 8. R. || Entire | U.8.8. R. 
| bloe only | bloc only 
—_— — = = = — — “| ——— - 
ait i on tte’ 380 180 || WG... cxsciteeiincad ‘i 688 193 
1951... : eae 72 225 | Ws eens ca nae . 763 255 
1952... x bade 508 296 T W008i 5... LIKI Le. 801 269 
1963. ..... 


alent cae 575 194 | SOE te scale taht, 800 287 


6. Communist control of programs 


The Communist Party in the Soviet Union has exercised a monopoly 
of control in the theory and practice of cultural exchange. The 
Russians have integrated their cultural and foreign policy, as Barg- 
hoorn has said, with sometimes “baffling stage management.” Skill- 
ful adaptation to local circumstances, careful selection of facts and 
symbols, tact, and the pretended appreciation of foreign cultures 
have served to conceal the exploitation of cultural exchanges for the 
extension of Soviet power. The results of this centrally determined 
and controlled cultural policy usually are represented not as much 
by mutual understanding, despite the slogans, as by a unilateral com- 
munication of Soviet ideas. 
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D. THE 





LACY-ZAROUBIN AGREEMENT 


1. Nature of the agreement 


The East-West exchange agreement of January 27, 1958, signed 
by Ambassadors Georgi Zaroubin for the Soviet Union and William 
Lacy for the United States, represents the first bilateral agreement 
between the two countries since the Second World War and the only 
formal one in this field with any of the Communist countries covered 
by the American East-West contacts program.* International at- 
tention to the Soviet-American cultural exchanges begun under this 
agreement was brought to focus in April 1958 when a 23-year-old 
American pianist, Van Cliburn, won the international Tchaikovski 
competition in Moscow and was acclaimed as the “real American 
sputnik.” 

The agreement provides for exchange of radio and television broad- 
casts and motion-picture films; reciprocal visits by poets and other 
writers, composers, painters, sculptors, student newspaper editors, 
and specialists in agriculture and medicine; exchange of students, 
teachers, industrial experts, and athletic teams; exchange of exhibits 
on the peaceful uses of atomic energy; and further development of 
publication exchanges such as of Amerika and U. S. S. R., the bi- 
national information magazines published by the United States and 
the Soviet Union, respec tively. 

The text of the Lacy-Zaroubin agreement and a list of current 
United States-Soviet exchange projects, including those under the 
Lacy-Zaroubin agreement, appears in the appendix of this report. 


2. Soviet comment 


An editorial in the illustrated monthly USSR published by the 
Soviet Embassy ** in Washington, D. C., August 1958, asserted : 


The most important word in today’s international dictionary is coexistence. 
Translated into any language, coexistence means neighborly relations, and 
neighborly relations means peace for a troubled world. 

From its founding the Soviet Union has worked to develop friendly relations 
with all countries, to broaden the area of mutual understanding and trust 
through cultural, scientific, and trade exchange. 

+ * x * * * . 

The value of these exchanges and trade agreements can hardly be overstressed. 
Aside from their more direct service in providing for an exchange of cultural, 
technical or scientific work or an exchange of goods, they contribute immeasur- 
ably toward that mutual understanding which the world so sorely needs today. 

When people are given an opportunity to get together, to sit around a dinner 
table as guest and host, to discuss problems in an effort to reach a common 
meeting ground, suspicion and mistrust dissolve. As people learn about each 
other they find similarities and sympathies that are larger than their differences 
and disagreements. 

Certainly that has been adequately shown by the reception accorded Van 
Cliburn and the Philadelphia Orchestra in the Soviet Union and by the equally 
warm response to the Moiseyev dancers in the United States. It has been 
demonstrated, in every one of the exchanges, whether of musicians, or farmers 
or college students. The exchanges have all been most successful, there have 
been no failures. 





* 





+ * 





a * * * 


The progress of American-Soviet exchanges in the few months since the agree- 
ment was signed last January is a hopeful promise for the future. Premier 






4 See appendixes A and B. of pt. VIII. 
5 Published in English. 
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Khrushchey expressed the feelings of all Soviet people in his June 2 message 
to President Eisenhower, when he wrote: 

“The recent Soviet-American agreement on exchanges in the fields of culture, 
technology, and education was, I believe, a good practical step toward rap- 
prochement between our countries. 

‘Tt is gratifying that this agreement has been widely approved both in the 
Soviet Union, and the United States, and in other countries. This, I believe, is 
due primarily to the fact that the peoples have seen it as concrete proof that 
Soviet-American relations can really be bettered, holding out hopes for a general 
improvement of the present unstable and alarming international situation.” 

The agreement is regarded in the Soviet Union as a foundation stone upon 
which a solid structure of Soviet-American understanding can be built, rather 
than as a hard shell within which the accord is to be confined. The Soviet 
Union is eager to broaden the exchange programs, to provide many more oppor- 
tunities for the people of our countries to get to know each other. 

* a * * * x = 


The prospects for exchange and cooperation for the world’s good are boundless. 
All that is needed is trust and good will. The Soviet Union is ready to join 
forces with the United States to work toward these great objectives. 


In the same issue of USSR appeared a summary of the first 6 months 
of Soviet-American exchange by Alexander Kuznetsov, Vice Chair- 
man of the USSR State Committee for Cultural Relations with 
Foreign Countries. He said in part: 


The Moiseyev dancers and Van Cliburn have become popular household words 
in both the Soviet Union and the United States in a relatively short period. The 
mention of either of these ambassadors of frienship is generally enough to 
convince even the most doubting skeptic of the actual value of the exchange 
agreement signed 6 months ago by representatives of our two countries. 

* * * * * » ~ 


This agreement is extremely important and the first one in 20 years between 
the two powers. Its signing and implementation proves that it is possible for 
the two countries to confer and reach decisions on important questions between 
them. 

The Soviet Union has similar agreements with some 90 foreign countries. 
All of them have had a most favorable effect on the development of friendly 
relations and have contributed to mutual understanding. The atmosphere of 
good will, which is the natural by-product of these agreements, motivates further 
efforts to extend them, since we believe this would help improve the international 
climate. 

* * * +. * e * 


In the field of education the program is already under way. A large delega- 
tion of American educators visited the Soviet Union last June to study the Soviet 
school system. This group, headed by Lawrence G. Derthick, United States 
Commissioner of Education, visited several Soviet cities during their month- 
long stay. 

Commissioner Derthick recalled that all members of the American delegation 
were qualified specialists. Despite this, he said, they were amazed to find how 
little they knew about the Soviet system of education. This once again empha- 
sizes the importance of exchange in all spheres. 

Other delegations of Soviet educators and school experts are now visiting 
the United States, while American groups are visiting our schools and colleges 
to learn our methods and approach. 

* * ~ * . - 4 


Overall, it can be seen, almost every section of the agreement has been put 
into action or will soon be implemented. The first 6 months have demonstrated 
good results and have shown the desirability of extending our contacts with each 
other. 
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CHAPTER 22. Procrams or Some OTHER CouNTRIES 


A. INTRODUCTION AND SUMMARY 


This chapter gives information concerning certain aspects of the in- 
ternational educational programs of some countries not already consid- 
ered in this report. The presentation is essentially historical and 
focuses particularly on the early official governmental efforts of these 
countries in this field. No attempt is here made to give in detail the 
features of these programs, nor does the failure to mention certain 
types of programs in these countries infer that such programs have not 
been there developed. 

The first official government programs in international education 
were carried on by the French and German Gov ernments, beginning 
in the latter half of the last century. 

The French programs, as joint activities of church and state, were 
designed to promote French “intellectual and moral influence’ > abroad, 
especially in the colonial areas, and expanded rapidly during the late 
1800's. 

The German programs were planned not so much as offerings to the 
peoples of other lands as for Germans themselves living abroad. The 
French were interested in influencing other countries by way of French 
thought; the Germans, by way of Germans. The intensive nationalist 
pride in German culture and the encouragement of Deutschtum (Ger- 
manism) abroad developed with the unification of Germany after the 
Franco-Prussian War. The French and German schools throughout 
the world were especially for French and German nationals in other 
countries, indicating, however, the subtle distinction that the French 
schools were established to make a good French education available 
to displaced Frenchmen, the German ones to make sure that the 
Germans retained their “Germanness.” 

The British Government was a latecomer to the field. Like the 
Americans, the British had private organizations which reflected the 
national concern for international educational relations, but it was not 
until 1934 that the British Council for Relations with Other Coun- 
tries was established. The Prince of Wales, a patron of the Council, 
urged that the Council not undertake its task “in a narrow nationalist 
spirit, but in the general interest of international understanding and 
sympathy.” . 

From the beginning, most international educational programs were 
initiated, and supervised or controlled by the Department of State, 
or the Ministry of Foreign Affairs, or the Foreign Office. In only a 
few cases were the programs begun and carried on under the aegis 
of the Ministry of Education. 

Most countries, however backward they might have considered 
themselves to be, have attempted to demonstrate the importance of 
their own culture abroad. 

The further consideration of the international education programs 
of Germany, France, and Great Britain later in this chapter is based 
largely on the more extensive analysis of these programs by Ruth 
E mily McMurray and Muna Lee in The Cultural Approach, published 
in 1947. 
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B. VARIOUS NATIONAL APPROACHES 


Because of their various cultural and political objectives, different 
countries throughout the world have had various approaches to inter- 
national education. Furthermore, over a period of time, as seen in the 
account of the Russian programs in the preceding chapter, the em- 
phasis on certain aspects of educational interchange has varied along 
with the changing character of the country itself. 

The longer a country’s program has existed, the more difficult. it 
has been to define the Satiotint approach, because the reciprocity as- 
pect of international education, by definition, tends to disguise the 
approach with the formal uniformity of binational and multinational 
cultural treaties. Furthermore the increased attention given by most 
countries in recent years to international education and cross-cultural 
communication, the continuing refinement (and complication) of the 
exchange devices, and the attempts to apply these devices to serve 
various national and international objectives have inevitably ob- 
fuscated the character of the various approaches. 

Nevertheless, it appears from this study that there may be as many 
as nine basic national approaches to international education from 
which the present-day intercountry exchanges have evolved. These 
approaches might be described in the following terms: (1) The /e¢-it- 
take-its-own-course approach, designed principally to further tradi- 
tional educational objectives with the hope of establishing a world con- 
text for peaceful international relations as a byproduct of education 
for its own sake: (2) the get-what-you-can approach, usually unilater- 
ally promoted to import foreign educational activity in certain areas, 
hoping to serve the national interest by modernizing that country’s 
technology, and by related means: (3) the let’s-show-off approach, in- 
tended to impress other countries with that country’s economic, in- 
tellectual, or political development, hoping to serve the national inter- 
est through advertising, to build up that country’s international pres- 
tige; (4) the get-the-world-to-think-alike approach, designed to get 
the peoples of other countries to “see our way,” hoping that inter- 
national political conformity will follow educational conformity; 
(5) the everybody-else-is-doing-it approach, not having any real o 
jective but designed to meet the international diplomatic standard as 
a minimum gesture in the field of formal international relations; 
(6) the let’s-be-for-it-but-not-do-it approach, intended to present an 
international front of good will without substantial program imple- 
mentations; (7) the “bzg lie” approach, designed to mislead, through 
educational devices, the citizens and governments of other countries 
as to the political motives of that country; (8) the helping-hand-and- 
mind approach, offering cultural philanthropy supported by national 
moral and ideological standards, and finally (9) the develop-mutual- 
understanding-as-a-basis-for-world-peace approach, which has 
emerged as the most dominant. 
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C. FRANCE 


While at St. Helena, Napoleon Bonaparte said: 


I have been forced to conquer Europe by the sword; he who comes after me 
will conquer it by the spirit. For the spirit is always more powerful than the 
sword. 

After the French Revolution and the Napoleonic Wars, in 1817, 
Mare Antoine Jullien urged an international commission of education 
to bring together and make generally available information on educa- 
tion in the various countries of E turope. As the 18th century moved 
along, the value of international educational relations was recognized 
by the French Government, especially in terms of making intercultural 
activity an instrument of foreign policy. 

Among modern nations, France was probably the first to understand 
the political importance of extensive international educational 
relations. 

The synoptic history of international education, which appears else- 
where in this report, clearly shows that international education is not 
a new development. However, until the latter half of the 19th century, 
systematic governmental investment in bilateral cultural programs 
had not developed to any significant degree. 

During the second half of the last century, the French Government 
(before the separation of church and state, through the French Catho- 
lic teaching missionaries) established schools, hospitals, dispensaries, 
orphanages, and agricultural institutions in the Near and Far East. 
By 1900, France had spent more than 20 million frances to maintain 
her moral influence in the Near East and to extend it to the Far East. 


Deputy Henry Boucher, reporting to the Chamber of Deputies on 
these activities, concluded that the expenditures were well justified, 
asking : 


What political operation or armed invasion was ever able, with less expendi- 
ture, to produce such important and lasting results? 


In 1901, the Chamber of Deputies discussed expansion of the inter- 
national education program to Europe and the Americas. In 1906, 
the small amount of 3,000 francs was placed in the French national 
budget for European and American “French schools.” During the 
next few years, French higher educational institutions abroad received 
growing Government support. By 1913, these Government subsidies 
of French schools abroad had increased to 1: 38,000 francs. By that 
time, over 70,000 children were attending the French lay and church 
schools within the territories of the old Ottoman Empire. 

After World War I, the French Government embarked on a so-called 
propaganda program to repair her international relations. Deputy 
Noblemaire, in a report to the French Chamber of Deputies in 1920, 
defined the propaganda, as recognized by the new French program, 


as 


nothing but intellectual and moral influence and yet it is the most immediate and 
most valuable means for seconding the efforts made by this country to establish 
and develop her material prosperity. 

This propaganda program was administered by the Ministry of 
Foreign Affairs in cooperation with the Ministries of Public Instruc- 
tion and the Fine Arts and Commerce and Industry. 
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By 1921, the French budget for cultural activities abroad totaled 

over 20 million francs, and by 1931, over 50 million franes. For 1938, 

the budget for cultural activities called for over 70 million francs. Of 

course, in evaluating these budget figures, it should be noted the rate 

of exchange for the franc was constantly fluctuating throughout these 

years; the budget figures, while they cannot be compared without 
iving them constant values, do clearly indicate the emphasis of the 
rench program. 


In 1937, Deputy Archimbaud in a statement to the Chamber of 
Deputies warned : 


The magnitude of the effort taken can be seen clearly, but the effort must not 
diminish, whatever the financial difficulties of the moment may be. * * * It 
would be folly to compromise, in this realm, our intellectual expansion and our 


future. 

During World War II, the Vichy Government continued an empha- 
sis on international education, especially for the French schools in 
other countries. In 1942, almost 90 million francs were allocated for 
this purpose, and 2 years later, over 20 percent of the budget for the 
Ministry of Foreign Affairs (over 80 million francs of 375 million 
francs) went to the French schools alone. After the liberation of 
France, the French Provisional Government took immediate steps to 
redevelop French international prestige and eradicate the Vichy in- 
fluence abroad by allocating for the French schools abroad a signifi- 
cant sum of over 460 million francs, or over one-third of the total 
budget for the Ministry of Foreign Affairs for cultural missions. In 
1946, after the dissolution of the Ministry of Information, and the 
transfer of some of its information programs to the Ministry of For- 
eign Affairs, the French schools abroad received an appropriation of 
over a billion francs, and by the next year, Director General of Cul- 
tural Affairs, Louis Joxe, was generally reorganizing the whole 
French informational and cultural programs. 

According to the United Nations Educational Scientific and Cul- 
tural Organization in 1957, France had about 17,000 foreign students 
enrolled in her higher educational institutions during the 1956 cal- 
endar year, which represented about 11 percent of the total French 
student enrollment of 157,000. This figure, however, includes over 
8,000 students from French overseas territories. Nevertheless, ex- 
cluding these territorial students, the number of foreign students dur- 
ing the period 1950-56, averaged about 9,000 students. During the 
academic year 1955-56, about half of the foreign students came from 
nine countries. These countries, and the respective numbers of stu- 
dents attending French universities, were: United States, 882; Ger- 
many, 808 ; Egypt, 564; United Kingdom, 561; Greece, 479; Iran, 459; 
Syria, 425; Lebanon, 422; Spain, 335. 

French students abroad in 18 selected countries during this year 
totaled 1,421, with 320 of these studying in Germany, 332 in Switzer- 
land, and 548 in the United States. 


D. GERMANY 


The traditional German approach to international education and 
Kulturpolitik is fairly accurately reflected in statements made by von 
Biilow in 1903 and Dr. Stresernann in 1919. 
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Over a half a century ago, at a time when the Hungarian Govern- 
ment was attempting to Magyarize the Germans within its territories, 
Chancellor von Biilow told the Reichstag that: 
* * * we have neither the interest nor the right to interfere in the internal condi- 
tions of other states. * * * Insofar as the German citizens living abroad are 
concerned, we must interfere whenever injustice is done them. * * * But for 
our fellow countrymen (who have become citizens of other lands) and who are 
separated from us by international law, we cannot intervene. That is an old 
principle of German policy which Prince Bismarck set up and from which none of 
his followers can or will withdraw. However, because we want the Magyar 
people within the Austro-Hungarian Monarchy to take as powerful a place as 
possible in the world, we do not want them to shut themselves off from German 
culture to which Hungary owessomuch. * * * 

Sixteen years later, Dr. Stresemann, a member of the Reichstag, in 
discussing the new constitution for the German Weimar Republic, 
declared : 


It is greatly to our interest that the many who must perhaps leave Germany 
within the next few years, who must find new homes, will not again fertilize the 
cultural field for other nations but will keep their German citizenship * * * we 
must intercede if they are not to come entirely under foreign cultural influences. 
[Emphasis added. ] 

The German programs were originally contrived to promote the 
export of German culture to German nationals and former nationals 
living in other countries—to preserve Deutschtum (Germanism) 
abroad. 

In 1881, the General German Society for Furthering Germanism 
Abroad, a nongovernmental organization, began activity in behalf of 
the establishment and operation of German schools in other countries. 
Governmental recognition of the need for such schools was develop- 
ing. 
The budget for the German Foreign Office for fiscal year 1878-79 
set aside 75,000 marks “for the support of German schools and other 
benevolent activities undertaken by the Fatherland abroad, with the 
exception of the support of hospitals and associations for the aid to 
the poor.” The support of the German schools, in such foreign cities 
as Constantinople, Cairo, Athens, Rome, and Belgrade, was intended 
to keep “the children of German descent from being denationalized 
* * * to give these children the benefits of the German language, a 
German education, and the German point of view.” 

“We support and encourage,” Secretary of State von Biilow told the 
Reichstag in 1879, “certain travelers and scholars who turn to us for 
aid and who seem to do honor to German science and to be worthy 
representatives abroad.” In 1899 Prince von Arenberg, in presenting 
the Foreign Office budget for the next year to the Reichstag, urged the 
addition of libraries abroad as a means of furthering Germanism 
abroad. Right after the turn of the century, in 1901, the budget for 
German schools and libraries in other countries was 300,000 marks— 
and, it should be noted, there were in that year German schools in 
Africa, the Orient, and Latin America, with no less than 28 schools in 
Brazil. Within the next 12 years, by 1913, this budget item was 
raised to 114 million marks. 

During the First World War, German cultural relations with other 
countries continued. After Germany was defeated, the Germans 
increased the magnitude of their national commitment to education-— 





ern- 
ries, 


ondi- 
l are 
t for 
) are 
1 old 
ne of 


gyar 
ce as 
‘man 


in 
Blic, 


nany 
e the 
* we 
nces. 


the 
nals 
sm) 


ism 
f of 
ries. 
lop- 


3~79 
ther 

the 
d to 
ities 
ded 
ized 
e, a 


the 
for 
‘thy 
ting 
the 
ism 
for 
is— 
s in 
sin 
wag 


ther 


GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 217 


and international education. The new Weimar Republic, despite 
internal political and economic difficulties, was determined to broaden 
and expand the German international education program. 

In 1919, the new German Chancellor, Dr. Bauer, defined “the cul- 
tural task of the German Reich” for the Reichstag. Dr. Bauer 
declared : 

In all areas of culture, in the realm of science, in the social realm, insofar as 
personal relations and social intercourse are concerned, we will give practical 
proof of our community of interest and foster the feeling of unity. 

After the assumption of power of the National Socialists under 
Hitler in the decade of the thirties, the German nationals and former 
nationals living in other countries, many of whom had been educated 
and germanized at the German schools—were the subjects (and, in 
turn, the car riers) of extensive Nazi propaganda. 

The foreign policy under Hitler, which in many respects was an 
extreme reflection of the traditional German W reltansch lauung, was 
directed toward the union of ali Germans into a greater Germany. 
Many of the “displaced Germans” were brought — to Germany for 
leadership training. Student exchanges were stressed. German cul- 
tural societies and party groups were organized abroad. Interna- 
tional sports competitions were used to demonstrate German racial 
ozo iority. 

-ropaganda machinery was working overtime, and during the 
Second World War, cultural propaganda, under ’ Joseph Goebk els, 
reached an intensity and an altitude of success unparalleled in the 
history of international cultural relations. 

After the Second World War, an interesting chapter in the history 
of international education was written in Germany, as well as in the 
other defeated and occupied countries. The allied reorientation and 
denazification programs, accompanied, by technical and economic re- 
construction assistance, while operating in the context of allied mili- 
tary occupation, exercised considerable cultural influence on the Ger- 
man way of life—culturally, politically, economically. 

The character of present-day Germany and German international 
educational relations certainly was substantially developed through 
these reorientation programs. The differences between the East and 
West Germanies, although hardly basic, after only 15 years, may be 
properly attributed in part to the cultural influences deliberately im- 
posed by the Soviet and Western powers, respectively, during the oc- 
cupation period. 

It was pointed out earlier in this report (in the synoptic history of 
international education since 1939) that the entire German educa- 
tional system at all levels was temporarily suspended on V—E Day 
1945 by the Commander in Chief of the United States Forces of Oc- 
cupation. Provision was made for the gradual reopening of the 
schools and the establishment of an “affirmative program of reorienta- 
tion * * * designed to eliminate Nazi and militar istic doctrines and 
to encourage the development of democratic ideas.” 

The Exchange of Persons Program in Western Germany, published 
in 1951, by the Office of the United States High Commissioner for 
Germany, Henry P. Pilgert asserted : 

* * * Admittedly, political considerations have influenced to a degree the con- 


tents, methods, and the timing of [the German reorientation program, especially 
the earlier phases]. 
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The revised policy directive of July 11, 1947, to Gen. Lucius Clay 
from the State, War, and Navy Departments brought a more con- 
structive educational program into being. The directive read: 

In furtherance of the program of the reorientation of the German people and 
the revival of international cultural relations, you will permit and assist the 
travel into and out of Germany of persons useful for this program within the 
availability of your facilities. You will also permit and assist to the extent of 
your facilities, the free flow of cultural materials to and from Germany. 

However, it was not until September 1948 that selected German 
students could come to the United States for study. A large-scale 
exchange program was begun after the October Berchtesgaden Con- 
ference on Education and Cultural Relations. 

The 1950 reaction analysis study, “German Youth View the Ameri- 
can Program,” prepared by the Special Reactions Analysis Staff of the 
Office of the United States High Commissioner for Germany, tenta- 
tively indicated the success of the German-American exchange pro- 
gram. The Pilgert monograph, quoted above, noted that many men 
and women holding positions of influence in Germany at that time had 
been exchange students 3 or 4 decades before. Mr. Pilgert stated 
further : 


The real fruits of the current student-exchange program will be borne one 
or two decades hence when the German students now in classrooms * * *will 
be leaders in the German state and social order. 

The establishment of the Federal Republic of Germany in 1949 
and the coincidental “closing up shop” of the military government 
was followed by reentry of the Germans into normal international 
educational relations. 

The number of foreign students studying in Germany, according to 
the United Nations Educational, Scientific, and Cultural Organiza- 
tion, during the next few years (1950-51 to 1955-56) increased by over 
300 percent. 

In the 1956 school year, there were more than 7,000 foreign students 
studying in the German Federal Republic, representing about 5 percent 
of the total German university population. Of these 7,000-odd stu- 
dents, almost 1,000 came from Iran, about 650 from Greece, about 
800 from Norway, and 800 from the United States. 

About 4,500 German students attended foreign universities and col- 
leges in 18 selected countries during the same year (1956), with about 
1,800 students in Austria, 800 in France, 750 in Switzerland and almost 
800 in the United States. 


E. GREAT BRITAIN 


Great Britain, like the United States, did not begin its official gov- 
ernmental international education programs until fairly recently. 
Germany and France, as has been noted, began their Government pro- 
grams in international education during the second half of the nine- 
teenth century; but it was not until the importance of counteracting 
the cultural spread of these and other nations was realized in Great 
Britain that the British Council for Relations with Other Countries 
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was formed, in 1934.‘° The London Times of March 20, 1935, de- 
scribed the purposes of the British council as being— 

* * * to promote abroad a wider knowledge of the Mnglish language, litera- 
ture, art, music, science, educational institutions and other aspects of our na- 
tional life, and thereby to encourage a better appreciation of Great Britain and to 
maintain closer relations between this and other countries. 

The council’s task was “to encourage and coordinate the activities 
of existing societies” in this field. The London Times, in commenting 
on the formation of the council, asserted that— 


No country today can expect to be understood by others if it remains aloof and 
passive. Foreign policy alone, however, wisely conceived, cannot remove mis- 
understanding unless it can work on a background of knowledge. 


The council was given an initial grant of £6,000 from the treasury 
by Parliament for the fiscal year 1935-36. The council’s grant-in-aid 
for 1937-38 was 10 times that amount. 

Lord Eustace Percy, when he retired as chairman of the British 
Council in 1937, presented the objective of the Council as follows: 


To make the life and thought of the British people more widely known abroad ; 
and to promote a mutual interchange of knowledge and ideas with other peoples. 
To encourage the study and use of the English language, both in foreign countries 
and in the crown colonies and dependencies ; to assist overseas schools in equip- 
ping themselves for this purpose ; and to enable students from overseas to under- 
take courses of education or industrial training in the United Kingdom. To bring 
other peoples into closer touch with British ideals and practice in education, 
industry, and government; and to make available to them the benefits of current 
British contributions to the sciences and technology; and to afford them oppor- 
tunities of appreciating British literature, fine arts, drama, and music. To 
cooperate with the self-governing dominions in strengthening the common cultural 
traditions of the British Commonwealth. 


The next year, there was a long debate in the House of Commons on 
the need for the British Government “to give the full weight of its 
moral and financial support to schemes to further the wider and more 
effective presentation of British news, views, and culture abroad.” Mr. 
Lees Jones, who sparked the debate, declared that British needed a 

rogram “to advertise ourselves.” He pointed out that there were 
our mediums to accomplish this purpose: “first, the film; second, 
methods of cultural propaganda; third, wireless; and fourth, news- 
papers and printed journals.” 

With the outbreak of the Second World War came the Ministry of 
Information as a temporary wartime organization not to defeat the 
purposes of the British Council. The latter was “a permanent insti- 
tution”—said the Select Committee on National Expenditure in 1940— 
“charged with the duty of spreading British ideals of life equally in 
times of peace as in war.” 

Sir Malcolm Robertson advised the House of Commons on July 7, 
1942, that— 


We have been informed by the Greek and Jugoslav Governments that it was 
in large measure due to the work of the British Council in their country that 
they decided that the British point of view was worth something in civilization 
and the advancement of morality in the world, and they decided to put up the 
fight that they did so gallantly put up against Germany and Italy. 


Although formed in 1934 and active, the council was “officially unofficial”—as Lord 
Tweedsmuir observed in 1946—until 1940 when a royal charter gave it permanence. 
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During the war, the Council applied some of its energies for inter- 
national education at home where there were thousands of resident 
foreigners. In addition to the teaching of English, the distribution 
of books and periodicals, and the presentation of lectures, concerts, and 
films for these refugees, the Council worked with the various allied 
governments in exile to train men and women for the postwar recon- 
struction work to be carried on in their respective countries. 

The Council’s interest in technical assistance for foreign countries 


was defined in economic terms in its 1943 annual review, published in 
the War Time Trading Bulletin: 7 


It has been found again and again that where foreign technicians or business 
executives have received their training from a British staff, they are far more 
likely to turn toward British firms for tools and materials. 

Within the 10 years of the Council’s existence, from 1935 to 1945, 
the Council’s grant from the Treasury rose from £6,000 to £314 million. 
Right after the war, the grant for the Council was reduced to somewhat 
under £3 million. 

The United Nations Educational, Scientific, and Cultural Organi- 
zation reported in 1957 that almost 10,000 students from other coun- 
tries were studying in the United Kingdom during the academic 
year 1955-56. uring the same year, there were over 1,500 British 
students studying in 18 countries, principally in France, Germany, 
and the United States. In addition, there were in that year about 


2,500 students from British territories studying in the United States 
and Australia alone. 


The number of foreign students studying in the United Kingdom 
in 1955-56 was 118 percent of the number in 1950-51. This number 
represented about 11 percent of the total student enrollment in 
higher education in the United Kingdom for that year. 


F. OTHER COUNTRIES 


Throughout the world, according to the 1957 report of the United 
Nations Educational, Scientific, and Cultural Organization, there 
were at least 150,000 students enrolled for higher education in coun- 
tries other than their own. 

Although a large proportion of these 150,000 students, particularly 
in Europe and Latin America, were studying in nearby countries 
within their own regions, about a fifth of the total number represent 
Asian students studying in Europe and North America. In the 
United States, there were over 11,000 students from the Far East 
and 4,600 from the Near and Middle East. 

The free-world countries send most of their students to other free- 
world countries; the Communist countries carry on most of their 
exchanges within the Communist bloc; and the uncommitted or 
neutral countries send their students—apparently without pattern— 
to schools in both the Communist and free-world countries, 


1? Bulletin 100, 1944. 
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While many thousands of Asians are attending European and 
American universities, generally—as the UNESCO report indicates— 
these exchanges are, for one reason or another, “very much a one-way 
process” with very few western students studying in Asia. 

In 1934, India’s great poet and philosopher, Sir Rabindranath 
Tagore, wrote an open letter to the League of Nations’ International 
Intellectual Cooperation Agency, in which he complained that “west- 
ern culture was inbued with a supreme contempt for that of the East.” 
Tagore observed that, very often, the cultural banner is “not for the 
sake of truth but for that of national vaingloriousness—like brandish- 
ing a musical instrument in athletic display * * * instead of using 
it to make music.” 

The Indian philosopher expressed to the League of Nations his 
view that international education was particularly important to 
bridging the gap between the countries and cultures of East and 
West. ‘Declared Tagore: 

Let us announce to the world that the light of the morning has come, not for 


entrenching ourselves behind barriers, but for meeting in mutual understand- 
ing and trust on the commou ficld of cooperation. 














PART VIII. APPENDIX 


A. Texr or THE Sovier-AmerIcCAN Excuance AGREEMENT 


AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND THE UNION OF 
Sovier SocraLtist REPUBLICS ON EXCHANGES IN THE CULTURAL, TECHNICAL, 
AND EDUCATIONAL FIELDS 


By agreement between the Governments of the United States of America 
and the Union of Soviet Socialist Republics, delegations headed on the United 
States side by Ambassador William 8S. B. Lacy and on the Soviet side by Ambas- 
sador G. N. Zaroubin conducted negotiations in Washington from October 28, 1957 
to January 27, 1958, with regard to cultural, technical, and educational exchanges 
between the United States of America and the Union of Soviet Socialist Republics. 
As a result of these negotiations, which have been carried on in a spirit of 
mutual understanding, the United States and the Soviet Union have agreed to 
provide for the specific exchanges which are set forth in the following sections 
during 1958 and 1959 in the belief that these exchanges will contribute signifi- 
eantly to the betterment of relations between the two countries, thereby con- 
tributing to a lessening of international tensions. 


SECTION I. GENERAL 


(1) The visits and exchanges enumerated in the following sections are not 
intended to be exclusive of others which may be arranged by the two countries 
or undertaken by their citizens. 

(2) The exchanges provided for in the following sections shall be subject to 
the Constitution and applicable laws and regulations in force in the respective 
countries. It is understood that both parties will use their best efforts to have 
these exchanges effected in accordance with the following sections. 


SECTION Il. EXCHANGES OF RADIO AND TELEVISION BROADCASTS 


(1) Both parties will provide for an exchange of radio and television 
broadcasts on the subjects of science, technology, industry, agriculture, education, 
public health, and sports. 

(2) Both parties will provide for regular exchanges of radio and television 
programs, which will include the exchange of transcribed classical, folk, and 
contemporary musical productions on magnetic tape and records; the exchange 
of filmed musical, literary, theatrical, and similar television productions. 

3) For the purpose of strengthening mutual understanding and developing 
friendly relations between the United States and the Union of Soviet Socialist 
Republics, both parties agree to organize from time to time an exchange of 
broadcasts devoted to discussion of such international political problems as may 
be agreed upon between the two parties. The details of the exchanges shall 
be agreed upon at the working level.* 

(4) Both parties will provide for an exchange of samples of equipment for 
sound recording and telecasting and their technical specifications. 

(5) Both parties will provide for an exchange of delegations of specialists 
in 1958 to study the production of radio and television programs, the technique 
of sound recording, the equipment of radio and television studios, and the manu- 
facture of films, recording tape, tape recorders, and records. 


1 By exchange of letters, dated January 27, 1958, the following amendment was agreed to: 

“With respect to paragraph 3 of section II of the Agreement signed this date, it is the 
understanding of both parties to the Agreement that the texts of such broadcasts shall be 
exchanged in advance and discussed at the working level. In the event that either party 
shall consider that the effect of any such broadcast will not contribute to a betterment of 
relations between the United States of America and the Union of Soviet Socialist Republics, 
the exchange of such broadcast shall not take place.” 
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SECTION III. EXCHANGE OF GROUPS OF SPECIALISTS IN INDUSTRY, AGRICULTURE, 
AND MEDICINE 


(1) Both parties agree to provide for an exchange of delegations in 1958 
in the fields of iron and steel, mining (iron ore), and plastics industry. Both 
parties agree as to the desirability of arranging additional exchanges in industry 
during 1958-59. 

(2) Both sides will provide for the exchange of delegations of specialists in 
agriculture, the American side receiving during 1958-59 nine delegations of 
Soviet specialists in the following fields: mechanization of agriculture, animal 
husbandry, veterinary science, mixed feeds, cotton growing, agricultural con- 
struction and electrification, horticulture (including vegetable growing), hydro- 
engineering (irrigation) and reclamation, and forestry, lumbering, and millwork. 
In 1958-59 the Soviet side will receive nine American delegations of specialists in 
the following fields: the study of agricultural crops, veterinary science, soil use 
and the use of water resources (irrigation and drainage), mechanization of 
agriculture, agricultural economics (excluding distribution of agricultural prod- 
ucts), cotton growing and plant physiology, sheep raising, biological control of 
agricultural pests, and forestry, lumbering, and millwork. 

Details of the exchanges will be agreed upon by representatives of the De- 
partment of State of the United States of America and of hte Embassy of 
the Union of Soviet Socialist Republics in the United States of America. 

(3) Both parties agree to provide for the exchange in 1958-1959 of 8 medical 
delegations of 5 to 6 specialists for periods of 2 to 6 weeks to become familiar 
with research and achievement in the following fields: New antibiotics, micro- 
biology, physiology and pharmacology of the nervous system, radiobiology, bio- 
chemistry, metabolic diseases, endocrinology, community and industrial hygiene. 

Both parties recognize the desirability of providing for an exchange of dele- 
gations in the field of the manufacture of medical apparatus and instruments. 

(4) Both parties agree in principle to provide for an exchange in 1958 of 
delegations of specialists in fisheries. 


SECTION IV, VISITS BY REPRESENTATIVES OF CULTURAL, CIVIC, YOUTH, 
AND STUDENT GROUPS 


(1) For the purpose of establishing contacts, exchanging experiences, and 
becoming more familiar with the public and cultural life of both countries, the 
Soviet side will arrange to invite to the Union of Soviet Socialist Republics 
during 1958 groups of American writers (5—6 persons), composers (5-6 persons), 
painters and sculptors (3-4 persons). In 1958, the United States side recip- 
rocally will arrange to invite similar Soviet groups to visit the United States. 

(2) Both parties will provide for the exchange in 1958-59 of delegations of 
representatives of youth and delegations of women in various professions. 

(3) Both parties agree to provide for an exchange of delegations of student 
and youth newspaper editors in 1958-59. 

(4) Both parties will promote the development and strengthening of friendly 
contacts between Soviet and American cities. 


SECTION V, EXCHANGE OF VISITS OF DELEGATIONS OF MEMBERS OF THE UNITED STATES 
CONGRESS AND DEPUTIES OF THE SUPREME SOVIET OF THE U. 8. 8S. R 


The proposal to exchange delegations of members of the United States Con- 
gress and deputies of the Supreme Soviet of the Union of Soviet Socialist Re- 
publies will be subject to further discussion between the two parties. 


SECTION VI. JOINT CONFERENCES OF UNITED STATES AND U. 8S. 8. R. ORGANIZATIONS 


The desirability of agreement to hold joint conferences of interparliamentary 
groups in 1958 and 1959 or meetings of representatives of the United States and 
Soviet associations for the United Nations and UNESCO? is a matter for the 
organizations concerned. 


2 United Nations Educational, Scientific, and Cultural Organization. 














RE, 


958 
oth 
‘try 


; in 

of 
mal 
-on- 
1ro- 
ork. 
s in 
use 
. of 
rod- 
l of 


De- 
y of 


lical 
liar 
icro- 
bio- 
iene. 
lele- 
ts. 

& of 


and 
, the 
blics 
ms), 
ecip- 
ates. 
os of 


ident 


ondly 
rATES 


Con- 
t Re- 


TIONS 


ntary 
Ss and 
yx the 


GOVERNMENT PROGRAMS IN INTERNATIONAL EDUCATION 225 


SECTION VII, COOPERATION IN THE FIELD OF CINEMATOGRAPHY 


Recognizing the importance of developing mutual cooperation between the 
United States of America and the Union of Soviet Socialist Republics in the 
field of motion pictures, both parties have agreed to the following: 

(1) To make provisions for the sale and purchase of motion pictures by the 
film industries of both countries on the principles of equality and on mutually 
acceptable financial terms. Toward this end, not later than January 1958, 
Sovexportfilm will enter into contract with representatives of the motion-picture 
industry in the United States, to be approved by the Department of State of the 
United States, for the purpose of the sale and purchase of films in 1958. 

(2) To arrange for the holding of simultaneously in the United States of 
America and the Union of Soviet Socialist Republics of film premieres ( American 
films in the Union of Soviet Socialist Republics and Soviet films in the United 
States of America, respectively), inviting to these premieres leading personalities 
of the film industries of both countries. 

(3) To carry out in 1958 an exchange of 12 to 15 documentary films in ac- 
cordance with a list to be mutually agreed upon by the two parties. On the 
Soviet side the exchange of documentary films will be carried out by Sovex- 
portfilm, such films to be rceorded in the English language, and for the United 
States of America by the United States Information Agency, such films to be 
recorded in the Russian language. 

(4) In the second half of 1958 to provide for carrying out for a period of up to 
1 month an interchange of delegations of leading motion-picture personalities, 
scenario writers, and technical personnel to be approved by each side for the 
purpose of becoming acquainted with experiences in the production of motion 
pictures in the respective countries. 

(5) To recognize the desirability and usefulness of organizing joint production 
of artistic, popular-science, and documentary films, and of the conducting, not 
later than May 1958, of concrete negotiations between Soviet film organizations 
and United States film companies on this subject, such United States companies 
to be approved by the Department of State of the United States. The subject 
matter of the films will be mutually agreed upon by the two parties. 

(6) To recommend to the appropriate United States organizations the making 
of arrangements for the holding of a Soviet Film Week in the United States in 
1958 and to recommend to the appropriate motion-picture organizations of the 
Soviet Union the making of arrangements for the holding of a United States 
Film Week in the Soviet Union in 1958, and to envision the participation in these 
film weeks of delegations from each side numbering 3 or 4 motion-picture person- 
alities for a period of 2 weeks. 

(7) To recognize the desirability of producing feature films, documentary 
films, and concert films for television or nontheatrical showing in the United 
States by Soviet motion-picture organizations and the producing of similar films 
by appropriate United States organizations for television or nontheatrical show- 
ing in the Soviet Union. Additional concrete negotiations on this question will 
be carried on between the Department of State of the United States and the 
Soviet Embassy in the United States of America. 

(8) To designate a standing committee of 4 members, 2 from the United States 
and 2 from the Soviet Union, the powers of which will be for a period of 1 year 
and which will meet once in Moscow and once in Washington during that year to 
examine problems which may arise in connection with the implementation of the 
provisions of this section. The authority of this committee may be extended by 
mutual agreement. 


SECTION VIII, EXCHANGE OF THEATRICAL, CHORAL, AND CHOREOGRAPHIC GROUPS, 
SYMPHONY ORCHESTRAS, AND ARTISTIC PERFORMERS 


(1) The Ministry of Culture of the Union of Soviet Socialist Republics will 
invite the Philadelphia Symphony Orchestra to visit the Soviet Union in May or 
June 1958 and will send the ballet troupe of the Bolshoi Theatre of the Soviet 
Union, numbering 110-120 persons, to the United States in 1959 for a period of 
1 month. 

(2) The Ministry of Culture of the Union of Soviet Socialist Republics, on the 
basis of an existing agreement with Hurok Attractions, Inc., and the Academy of 
the National Theatre and Drama, will send to Soviet performers—BF. Gilels, 
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pianist, and L, Kogan, violinist—to the United States in January—April 1958, 
and will invite two American soloists, B. Thebon, vocalist, and L. Warren, vocal- 
ist, to visit the Soviet Union. 

(3) The Ministry of Culture of the Union of Soviet Socialist Republics will 
send Soviet vocalists I. Petroy, P. Lisitsian, and Z. Dolukhanova, as well as I. 
Bezrodni, violinist, and V. Ashkenazi, pianist, to the United States, and will in- 
vite R. Peters, vocalist, L. Stokowski, conductor, and others to visit the Soviet 
Union. 

(4) The Ministry of Culture of the Union of Soviet Socialist Republics, in ac. 
cordance with an agreement with Hurok Attractions, Inc., will send the State 
Folk Dance Ensemble of the Union of Soviet Socialist Republics to the United 
States in April-May 1958 and will consider inviting a leading American theatri- 
cal or choreographic group to the Soviet Union in 1959. 

(5) The Soviet side will send the red banner song and dance ensemble of the 
Soviet Army of the choreographic ensemble Beriozka to the United States in the 
fourth quarter of 1958 and invite one of the leading American choreographic 
groups to visit the Soviet Union. 


SECTION IX, VISITS BY SCIENTISTS 


(1) The Academy of Sciences of the Union of Soviet Socialist Republics and 
the National Academy of Sciences of the United States will, on a reciprocal basis, 
provide for the exchange of groups or individual scientists and specialists for 
delivering lectures and holding seminars on various problems of science and 
technology. 

(2) The Academy of Sciences of the Union of Soviet Socialist Republics and 
the National Academy of Sciences of the United States will, on a reciprocal basis, 
provide for the exchange of scientific personnel and specialists for the purpose of 
conducting joint studies and for specialization for a period of up to 1 year. 

(3) The details of exchanges mentioned in paragraphs (1) and (2) will be 
agreed upon directly between the presidents of the Academy of Sciences of the 
United States in Moscow in the early part of 1958. 

(4) The Ministry of Health of the Union of Soviet Socialist Republics will 
send in 1958 to the United States a group of Soviet medical scientists (3 to 4 
persons) for a period of 2 to 3 weeks to deliver lectures and exchange experiences 
and will receive a similar group of United States medical scientists to deliver 
lectures and exchange experiences at the institute of the Academy of Medical 
Sciences of the Union of Soviet Socialist Republics and at medical institutes 
in Moscow, Leningrad, and Kiev. 

(5) In 1958 the Ministry of Agriculture of the Union of Soviet Socialist Re- 
publics will, on a reciprocal basis, invite United States scientists to visit the 
Union of Soviet Socialist Republics for the purpose of delivering lectures and 
exchanging experiences in the fields of biology, selection, pedigreed stockbreeding, 
agrotechny, mechanization of agriculture, stockbreeding, and others. 


SECTION X, EXCHANGE OF UNIVERSITY DELEGATIONS 


(1) Both parties will provide for the exchange in 1958 of 4 delegations 
of university professors and instructors for a period of 2 to 3 weeks in the fields 
of natural sciences, engineering education, and liberal arts, and the study of the 
systems of higher education in the United States and the Soviet Union, each 
delegation to consist of from 5 to 8 persons. 

(2) Both parties will provide for an exchange of delegations of professors and 
instructors between Moscow and Columbia Universities and Leningrad and Har- 
vard Universities. Further exchanges of delegations of professors and instructors 
of other universities of the United States of America and the Union of Soviet 
Socialist Republics shall be decided upon as appropriate by both parties. 

(3) Both parties will provide for an exchange of students between Moscow and 
Leningrad Universities, on the one hand, and United States Universities, on the 
other, amounting to 20 persons on each side for the period of the academic year 
1958-59. For the academic year 1959-60, the number will be 30. The composition 
of the student groups shall be determined by each side. 

(4) Both parties will provide for an exchange of delegations of educators 
(8 to 10 persons) for a period of 30 days in the latter part of 1958. 
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SECTION XI, EXCHANGE OF INDIVIDUAL ATHLETES AND ATHLETIC TEAMS 


Both parties will provide for an exchange of individual athletes and athletic 
teams and in 1958-59 will provide for the holding of the following contests in 
the United States and in the Union of Soviet Socialist Republics: 

(1) Basketball games between representative men’s and women’s teams to be 
held in the Soviet Union in April 1958. 

(2) Basketball games between representative men’s and women’s teams to be 
held in the United States in 1959. 

(3) Wrestling matches between representative teams to be held in the United 
States in February 1958. 

(4) Wrestling matches between representative teams to be held in the Soviet 
Union in 1959. 

(5) Track and field contests between representative teams to be held in the 
Soviet Union in July 1958. 

(6) Track and field contests between representative teams to be held in the 
United States in 1959. 

(7) Weight-lifting contests between representative teams to be held in the 
United States in May 1958. 

(8) Canadian hockey games between representative teams to be held in the 
Soviet Union in March—April 1958. 

(9) Chess tournaments between representative teams to be held in the United 
States in 1958. 

The details of these exchanges of athletes and athletic teams as well as finan- 
cial arrangements for these exchanges shall be discussed between appropriate 
American and Soviet sports organizations. 


SECTION XII, DEVELOPMENT OF TOURISM 


Both parties will promote the development of tourism. 


SECTION XIII, EXCHANGE OF EXHIBITS AND PUBLICATIONS 


(1) Both sides agree in principle on the usefulness of exhibits as an effective 
means of developing mutual understanding between the peoples of the United 
States and the Soviet Union. Toward this end both sides will provide for an 
exchange of exhibits on the peaceful uses of atomic energy in 1958. 

2) Both parties will promote the further development of exchange of publica- 
tions and various works in the field of science and technology between scientific 
institutions and societies and between individual scientists and specialists. 

(3) Provisions will be made for the Central Scientific Medical Library of the 
Ministry of Health of the Union of Soviet Socialist Republics and corresponding 
medical libraries in the United States to exchange medical journals. 

(4) Both parties will promote the exchange of curriculums, textbooks, and 
scientific pedagogical literature through the appropriate agencies of higher and 
secondary education and directly between educational institutions. 

(5) The Ministry of Health of the Union of Soviet Socialist Republics will 
arrange to make available in 1958 from 8 to 10 medical films for presentation in 
the United States. On a reciprocal basis, the United States will arrange to make 
available the same number of American medical films for presentation in the 
Soviet Union. 

(6) The Ministry of Agriculture of the Union of Soviet Socialist Republics and 
the Department of Agriculture of the United States are prepared to exchange in 
1958 films on such agricultural subjects as stockbreeding, mechanization of agri- 
culture, construction and utilization of irrigation and drainage systems, protec- 
tion of plants from pests and blights, and fight against erosion. 

(7) The representatives of the American and Soviet sides, having exchanged 
their views on the problems of distributing the magazines Amerika in the Soviet 
Union and USSR in the United States, have agreed on the desirability and neces- 
sity of promoting the distribution of these magazines on the basis of reciprocity. 
Examination of measures taken by both parties to achieve this end will continue 
at the ambasadorial level. 
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SECTION XIV, ESTABLISHMENT OF DIRECT AIR FLIGHTS { 


Both parties agree in principle to establish on the basis of reciprocity direct 
air flights between the United States and the Soviet Union. Negotiations on ; 
terms and conditions satisfactory to both parties will be conducted by appropriate 
representatives of each Government at a mutually convenient date to be 
determined later. 
SECTION XV, ENTRY INTO FORCE 


The present agreement shall enter into force on the date it is signed. 

In witness whereof, the undersigned, duly authorized, have signed the present 
agreement and have affixed their seals thereto. 

Done, in duplicate, in the English and Russian languages, both equally 
authentic, at Washington this twenty-seventh day of January, one thousand nine 
hundred fifty-eight. 

FoR THE UNITED STATES OF AMERICA: 

Wi1taMm §. B. Lacy [SEAL] 

Fork THE UNION OF SOVIET SOCIALIST REPUBLICS: 

ZAROUBIN [SEAL] 


B. Current Untrep Srates-Sovier ExcHanGes 


As of July 1, 1958, there were 70 exchange projects implemented 
or agreed upon between the United States and the Soviet Union 
during the period February 15-July 1, 1958.°. Of this number, over 
30 exchanges and substantive visits were completed or agreed upon 
under the Lacy-Zaroubin pact. 

The following list, as of July 1, which excludes exchanges primarily 
of a diplomatic, tourist, family, journalistic, or commercial nature but 
which includes certain private visits by Americans of a substantive 
character acknowledged by the State Department east-west contacts 
staff, identified the exchange projects in these 4 categories: (1) 
Cultural, (2) academic, (3) exhibits, publications, etc., and (4) scien- 
tific and technical.* 

Those projects considered to be an implementation of the various 
sections of the Soviet-American agreement of January 27, 1958, are 
identified as such in column 2 of the following table: 








* Based on data received from east-west contacts staff of the U. S. Department of State. 
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(1) Exchange projects in the cultural area, implemented or agreed upon, es of 














July 1, 1958 
ct 
on | j 
te Section of United Soviet 
~ United States visitors 
€ | Date States- Description visitors | in the 
U. 8. 8. R. in United 
agreement U.8.8. R.| States 
(1) (2) | (3) (4) (5) 
nt ; : 
1 | November 1957- | University of Pennsylvania museum ex- 1 1 
. February 1958. | change. Soviet visitor left the United 
Ly | States at end of January 1958, completing 
ne the exchange of scholars to study in 
| museums. 
2 | do | Oliver Caldwell, Assistant Commissioner 1 0 
| of Education, visited U.S8.S8. R.in Febru- 
| ary 1958 to arrange an increased exchange 
| of textbooks under sec. XIII (4) of agree- 
ment and to arrange details of education 
| exchange under sec. X (4). 
3 | .do. See. VIII..| Violinist L. Kogan and Pianist E. Gilels | 2 2 
| visited the United States in exchange for | | 
Soviet visit of Blanche Thebom and 
Leonard Warren. 
4 | March 1958 | ...| United States weightlifter and AAU official 2 0 
ed | attended meeting in U. 8. S. R. 
5 | March 1958-early See. XI___| United States hockey team played 2 matches 112 112 
on 1959. in Moscow. Soviet team expected in the 
er United States in 1959. 
6 | March-April 1958__.. | Tchaikowsky international piano and vio- 1 1 
on | lin competition, Moscow. Van Cliburn | 
of the United States won Ist prize and 
Soviet Conductor Kondrashin appeared 
ilv | in the United States at Van Cliburn’s 
. | concerts. 
put 7 do Mark Shubert visit to U. 8. S. R. was aided 1 0 
ws by grant from IES. Shubert was an 
ive observer at Tchaikowsky international 
ets piano and violin competition in Moscow. 
z 8 | April-May 1958 --- Sec. XI._.| Soviet wrestling team in the United States_ 0 6 
1 ) 9 | April-June 1958 Sec. VIII.| Moiseyev dance ensemble in 10-week cross 0 90 
country tour of the United States. 
en- 10 | April-May 1958_.____| See. XI__.| Men’s and women’s basketball teams 120 0 
toured U.S. S. R. with President’s fund 
| support. 
Jus 11 |May-fall 1958__- Sec X .| United States education delegation in ele- 10 10 
| mentary, secondary, and teacher educa- 
are tion headed by United States Commis- 
sioner of Education Derthick visited 
U. 8. 8. R. in May-June. Soviet dele- 
| gation visit to the United States in fall. 
‘ 12 | May 8-30, 1958......| See. VIII.) Leonard Warren visit to U. 8. S. R. His 2 2 
fate. 


visit, and that of Blanche Thebom, was 
in return for United States visits of Gilels 
and Kogan. 
Soviet weightlifting team took part in 0 10 
matches in Chicago, Detroit, and New 
York. 
14 | May 1958_- See. VIII.| Philadelphia orchestra made 2-week tour 100 0 
to Moscow, Kiev, and Leningrad with 
President’s fund support. 
Soviet cartoonists expected in the United 0 2 
States for 3 weeks. Department ap- 
proved of their attendance at Indianap- 
olis meeting of American Association of 
Editorial Cartoonists. Soviets cut tour 
| short and returned to U. 8.8. R. 
958 Sec. VIII.| Leopold Stokowski conducted several con- 1 9 
certs in U.S. S. R. 
Athletes, coach, and manager attending 8 0 
world gymnastic championships, Mos- 
cow. 
18 | Aug. 17-31, 1958 - - ‘ > .| Wortd fencing championships, Philadel- 0 140 
phia. Besides large Soviet group, Hun- 
garian, Polish, and Rumanian partici- 
pants expected. 
19 | August 1958___- , ..| World championship of International 150 
Shooting Union, U. 8. 8. R. United 
States participation arranged by WNa- 
tional Rifie Association. 
20 | Fall 1958 - as si .| Beriozka Ensemble visit the United States 0 150 
| in fall under Herok auspices. United 
| States reciprocal attention not decided. 


See footnote at end of table. 


13 | May 12-17, 1958._._.| Sec. XI___| 


15 May-June 1958 


16 | May-June 


~ 


17 | Juty 6-10, 1958. 
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(1) HBachange projects in the cultural area, implemented or agreed upon, as of 
July 1, 1958—Continued 


Date 


(1) 


22 | September 1958._- 
23 
Oe Bice duieenecs 





! Approximately. 


21 | August 1958_-_-- 


Wee BOO. ossacubanphaaen 


Section ol 
United 
States 

Uy, 8. R. 

emment 








2) Eachange projects of an 


Date 


(1) 


1 | February 1958--_- 


te 


April 1958 _ -- 


3 | Spring 1958 


4 | June-July 1958__-_- 


agreement 


Description | 


(3) 


Councu on Student Travel coordinated 39- 
day visit ol 40 American young people to 
U.S. S. R., Soviet group of 20 to visit the 


United States concurrently for about 30 | 


days. 


a 


4 , 
nited States delegation of 6 writers to | 


visit U. 8. 8. R. for about 30 days begin- 


ning about Sept. 


tion almost completed. 


. 
uv. 


Selection of delega- 
IES organized. | 


American delegation of 6 composers nas | 


been selected and will visit 1 
September-October. 


. 8. 8. R.in |} 


Soviet delegation | 


will visit the United States in Septem- 


ber-October. 
American delegatic 


m 


IES organized. 


of 4 painters and 


sculptors has been selected and will visit 


the U. &. 8. 


Soviet delegation will visit the United 


States in September-October. 


ganized. 


of July 1, 1958 


IES or- 


Description 


Microbiologist Skriabin to be exchanged 
with Rutgers Scientist Lechevalier for 6 


months, 
February. 
Prof. 


Mare Raeff of Clark 


Skriabin arrived at Rutgers in 


University 


R. in October-November. | 


i 
| 
| 
| 





| 


visited the U. S. S. R. to do research on | 


Russian history. 


Professor Low of Louisiana State presumed | 


to have gone to U.58. S. R. as planned to 


study biological 


He may 


invite 4 


electron 


microscopy. 
Soviet 


Louisiana State for 1 month’s training in 


electron microscopy. 
study—Liberal 


Higher education 


United States group to spend 3 weeks in 


U. 8. 


S. R. this summer. 


Soviet return 


group planned for October-November 


1958. 


Higher education study—Natural sciences. 
United States group to go to U. 8. 8. R. 


this summer. 


Soviet 


return group 


planned for October-November 1958. 
Higher education study—Higher educa- 


tion. United 
AS | 


States group 
R. this summer. Soviet return | 


group planned for 1959. 


to go to 





students to 


} 
arts. 


| 

United 
States 
visitors 
in | 


° 6 


United 
States 
visitors 
in 
U.8. 8. Kh. 


(4) 


10 


| Soviet 


visitors 
in the 
United 
States 


academic nature, implemented or agreed upon as 


] 

| Soviet 
| visitors 
in the 
| United 
| States 


| 


(5) 
I 
(7) 4 
| 
6 
6 
10 








1 as 


oviet 
sitors 
1 the 
nited 
tates 


(5) 


10 
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(3) Hachanges of exhibits, publications, etc., implemented or agreed upon as of 





Date 


(1) 


1958-59 _ . .. 


1958-59. . . 


1958-59. . .. 


1958-59... 





July 1, 1958 
Section of United Soviet 
United States visitors 
States- Description visitors in the 
U. 8.8. R. in United 
agreement U. 8S. S. R.| States 
(2) (3) (4) (5) 
Sec. II....| Exchanges of radio and TV broadcasts. |_....__.__- 
ee to discussions with the 
U. 8. 8. R., the Department in May in- 
vited American companies to submit 
proposals for programs to be exchanged. 
(See Department Press Release No. 272 
of May 16, 1958.) 
Sec. VII_..| Cinematography exchanges. During mego- |............|........ 


tiating sessions recessed in April, Soviet 

and American delegations screened a 

number of films from each country. 

Understanding was reached that films 

| are to be licensed in each country for 5 
years; that licensing was to be on a flat- 
sum dollar cash basis; that each side shall 
have the right te approve the dubbing 
and subtitling of the other pictures. De- 
cisions on other aspects postponed. 

Exchange of exhibits concerning peaceful 
uses of atomic energy. Dates and sites 
are at present being discussed by the 2 
Governments. 

Exchanges of publications. During a re- 
cent visit to the U. 8. 8. R., Dr. Oliver 
Caldwell, Assistant Commissioner of 
Education, arranged for a comprehensive 
exchange of curricula, textbooks, and ped- 
agogical publications. Measures have 
been agreed upon with the U.S. 5S. R. to 

| improve the distribution of the maga- 

zines Amerika and U. S. S. R. in the re- 
spective countries. 


See. XIII. 





Sec. XIII. 


(4) Bachange projects in scientific and technical fields implemented or agreed 


6 





Date 


(1) 


October 1957-, June 
1958. 


February 1958_. “ 


Feb, 22-27, 1958...... 


Mar, 17-21, 1958......}.-.----- Nuclear 


Apr. 1-8, 1958. 


Apr. 8-10, 1958 


Apr. 23-26, 1958... - 


upon as of July 1, 1958 


Section of 
United 
States- 
| U.8.8. R. 
agreement 


(2) (3) 


Description 


sek Go. boods Soviet women doctors visited medical facili- 

} ties in 5 cities in fall 1957. United States 

| group made reciprocal visit to U. 8. 8. R. 
in May-June 1958. 

Smith, Kline, and French group visited 
Soviet medical-pharmaceutical facilities 

| and was host to Soviet delegation in 
return. 

Arctic Sea Ice Conference, Easton, Md. 
Postconference tour arranged by sponsor 
without State Department clearance. 
No reciprocity. 

ongress and International Atomic 

Exposition, Chicago. 1 week post-con- 

ference tour given Soviets. No reci- 

procity. 

= . | ASME instruments and regulators divi- 

sion conference, Newark, Del. Postcon- 

| ference tour canceled when Soviets failed 

} offer reciprocity on time. 

.....| Electronic waveguides conference, New 

| York City, and tour. Reciprocity 
obtained through another project. 

5th International Congress of Internal 
Medicine, Philadelphia. Noreciprocity. 
(Also Poles attended.) 








United 
States 
visitors 
in 
U.8&. 8. R. 


(4) 


oa 


| 
Soviet 


visitors 
in the 
United 
States 


(5) 
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(4) Exchange projects in scientific and technical fields implemented or agreed 
upon as of July 1, 1958—Continued 





| 
Section of | 


United 
| United 


Soviet 
States 


visitors 





10 
ll 


12 


13 


14 


15 


16 


18 


19 


21 


24 





Date 


Apr. 1958_. 


April-July 1958_- 


May 11-20, 1958..... 


May 12-17, 1958....- 


May 1968...........-| 


May 24-June 2, 1958_ 


May 25-31, 1958..-.-. 


May 29-June 3, 1958-| 


June 7-29, 1958.....-- bh 


June-November-.---.- 


June 16-30, 1958 


States- 
} U. 8. S. R. 
| agreement | 


(2) 





June 22-27, 1958 qudlliditininvetigundiiiae 


June 1958...........- 


June-July 1958. ..... 


July-autumn 1958... 


July 1958-summer 


1959 


| See IIT__.- 





| Meeting of International 


| Pepev 





| Automation Congress, 


Description 


(3) 


Aeronautical 
Federation, Los Angeles. Noreciprocity. 
(Attendance also from Poland, Czecho- 
slovakia, Hungary, Rumania, and 
Bulgaria.) 

Soviet housing delegation in the United 
States in April; United States group to 
go in July. 

United States ee concrete spe- 
calists returned from U.S. 8. R.in May. 
Society meeting, Moscow. Invita- 
tions obtained as reciprocity for project 

C-195 above. 


| Colloquium on nonmetallic physics, Len- 


ingrad. Reciprocity to be offered Soviets 
through another project. 2 invited 
Americans failed to obtain Soviet visas. 


| United States iron and steel group visited 


U. 8. S. R. May 21-June 22. Soviet 
group to visit the United States in 
autumn 1958. 

Acoustics conference in Moscow. 5 Amer- 
icans attended with tourist visas. No 
reciprocity. 

Gastroenterology conference, Washington, 

Besides Soviet participants, dele- 
gates from Hungary, Poland, and Ru- 
mania attended. 

Congress of International Sports Medicine 
Federation, Moscow, Joseph Wolfee, 
principal United States participant, re- 
quested Department’s advice about 
holding 1960 Congress in the United 


States. 

New York, and 
postconference tour. Reciprocity for 
tour to be obtained through visit of 
United States delegation to U. 8. 8. R. 
in August. No reciprocity for Soviet 
exhibit in New York, 

United States plastics group went to 
U. 8. 8. R. in June; Soviet group to 
come in November. 

Conference on digital computers, Ann 
Arbor. Clearance granted for 4 Soviets 
to enter closed area at Ann Arbor in view 
of stature of Soviet delegates. The 
U. 8. S. R. did not react to bid for reci- 
procity, although invitation to visit the 
U. 8.8. R. may be received by Dr. John 
Carr, conference organizer, and 3 others. 
(See V-259). 

Jubilee meeting of American Institute of 
Chemical Engineers, Philadelphia. Be- 
sides Soviet attendance, 1 Pole also 
attended. Soviets responded to bid for 
reciprocity by inviting 7 Americans 
attend Mendelev conference in Moscow 
in December, with some plant visits to be 
arranged. 

United States plastics delegation went to 
U.S8.8. R. in June; Soviet group expected 
in the United States in November. 

4-man Soviet group arrived mid-June to 
visit Roswell Garst for 1 month. No 
reciprocity. 

Itineraries being considered for United 
States group to study agricultural eco- 
nomics in U. 8. 8. R. and Soviet group to 
study agricultural construction and elec- 


trification in the United States in autumn. 
| Itineraries being worked out for United 


ae pee to study agricultural crops 
U.8.8 and Soviet group to study 
United States horticulture in 1959. 


visitors 


U.8 
(4) 








(?) 


(?) 


S. R. | 





19 


13 


N 


in the 


United 


States 


(5) 


(?) 


(?) 





19 


27 
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ed (4) Eachange projects in scientific and technical fields implemented or agreed 
upon as of July 1, 1958—Continued 


let 
Ors 
he 
ed 
es 
) 
— : 
4 25 
: 
| 
4 26 
0 | 
27 
0 
0 28 
29 
19 
0 30 
31 
2 
32 
0 
33 
27 
34 
35 
7 ) 
36 
4 
9 
9 
4 
?) 


August 1958_..- 





Date 


(1) 


July 1958__- 


July-October 1958_.- 


July 1958-summer 
1959. 


August-December 
1958. 


September 1958- 
summer 1959, 

Autumn 1958- 
summer 1959. 


1958-59. . . 


a wo; 


1958-59 


1958-59... ..... 


Summer 1959 


| United 
States- 

U.8. 8. R. 

agreement 


| (2) 


| Sec. IIT 





|... @Rdewees 


.do.. 


| 
Ln ecencios 


innit, 


secs 


Section of 





Description 


(3) 


United 
States 
visitors 
in 
U.S8.8. R. 


(4) 


Itineraries being considered for United 
States group study soil and water use in 
U. S. 8. R. and Soviet group to study 
hydroengineering and irrigation in the 
United States. 

United States veterinary science up 
planning visit U. 8.8. R. in July. viet 
veterinary science group planning visit 
the United States in October. 

Itinerary being worked out for United 
States group to visit the U. S. S. R. in 
July 1958 and Soviet group to come to 
the United States in the summer of 1959. 

Itineraries being considered for exchange 
of mechanization of agriculture experts. 

Soviets have accepted in principle the 
United States proposal for exchange of 
social-security delegations. United States 
group to visit U. S. 8. R. in August- 
September and Soviet group due in the 
United States in the fall, 

Itineraries being worked out for exchange 
of cotton growing delegations. 


| Soviet anima! husbandry group to come to 


the United States in autumn of 1958. 
United States group of sheep raisers to 
visit the U.S. 8. R. in summer 1959. 

Dates and itinerarles to be worked out for 
metabolic diseases exchange, which 
firmly agreed in principle. 

Dates and itineraries to = worked out for 
exchange of delegations in the field of 
Psysiology and pharmacology of the 
nervous system. Exchange agreed 
firmly in principle 

Dates and itineraries to be worked out for 
exchange of delegations in the field of 
antibiotics. Exchange agreed firmly in 
principle. 

Microbiology exchange firmly agreed in 
principle. Dates and itineraries to be 
determined. 

Itineraries to be worked out for United 
States group to study biological control 
of agricultural pests in U.S.S.R. and 
Soviet group to study mixed feeds in the 
United States. 





(?) 


(?) 
(?) 


(?) 


(?) 


(?) 





(?) 


(?) 


(?) 
(?) 


(?) 


(?) 


(?) 


(?) 


(?) 
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C. ParricieaTING COLLEGES AND UNIVERSITIES 


Within the last several years there has been little variation in the 
number of domestic and foreign colleges and universities participating 
in the programs of the International Cooperation Admisitretitn 
(ICA), the International Educational Exchange Service (IES), the 
United States Information Agency (USIA), and international agen- 
cies (particularly the World Health Organization) to which the 
United States contributes. According to a study by Paul S. Boden- 
man published in 1957 by the Department of Health, Education, and 
Welfare, there were at that time about 66 United States institutions 
with ICA contracts, 334 foreign institutions participating in or as- 
sisted by United States Government programs, and 48 foreign institu- 
tions participating in or assisted by international governmental or- 
ganizations in which the United States participates. 

The following list compiled from the Bodenman survey ‘ includes 
colleges and universities in the United States and abroad which during 
1955 or 1956 ° were participating in programs of United States Gov- 
ernment agencies or programs of international governmental organi- 
zations to which the United States was contributing. The table identi- 
fies such agencies or organization with which each institution had 
arrangements during the year. 


ABBREVIATIONS 


United States Government agencies.—The International Cooperation Admin- 
istration (ICA), the International Education Exchange Service (IES), and 
the United States Information Agency (USIA). 

International organizations.—The United Nations (U. N.), the World Health 
Organization (WHO), the United Nations Educational Scientific and Cultural 
Organization (UNESCO), the United Nations Korean Reconstruction Agency 
(UNKRA), and the Organization of American States (OAS). 


4American Cooperation With Higher Education Abroad, by Paul S. Bodenman, 1957, 
pp. 76-206. 
5 ICA, fiscal year 1956; IES, fiscal year 1955. 
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(a) Institutions in the United States 














xe State Institution Agency 
4 sctnecremenvccecnansneamsenplleiiteottaivsiasinasisetheiaietiaiataaainicainaicangeaiaianalaaiaill 
nh Alabama..._..._.- __..-| Polytechnic Institute.............2.202-.-.22.-.-. ICA. 
1e Tuskegee Institute---........---.---.---.--------..| ICA. 
ATE. ccinnsconcctsiad Uni vereity Gt Bint. 60000 he Ad ICA. 
1- RYRORON 6 cine <cuttabe University of Arkansas_............-.............. ICA. 
Oalifornia.. 2... 06.5244 California Institute of Technology................- ICA and IES. 
1e | California State Polytechnic College... ........... ICA 
a Claremont Men’s College. .._..............-.--..- IES. 
| Los Angeles State College of Applied Arts and | IES. 
dd Sciences. 
| Los Angeles Trade-Technical JuniorCollege-. -..... ICA. 
1s ! PE OR enceenccncensdagosedapsalsdbuneddgben IES. 
s- | Monterey Peninsula College. ..........-.......... IES. 
F | I Fei ettrtccwtnccenepsagdsdbicn tuabynnte IES. 
- Sacramento State College. ........-.......--..-... IES. 
San Francisco State College_...........-......-.-. IES. 
r Santa Barbara College. ...................-..-..-. 
i Stanford University...............-............--. ag IES, and USIA. 
DOOR CRE cpvewconcsagenosisasbee céantpbed 
es University of California.--...............---..---. ICA and IES, 
University of Southern California.__.............. ICA, 
ig Colorado___.............}| Colorado — and Mechanical College.__.| ICA. 
v- Colorado School of Mines... ................---... | ICA. 
University of Colorado.........-............-..-.- | IES. 
\l- University 0f DOR GR... inc briiccdduncescdancay IES. 
. Connecticut... ........24 Hartford Seminary Foundation. -_.............-.. IES. 
H1- New Haven State Teachers College IES. 
id University of Connecticut. ...........-....- .| IES, 
Wesleyan University... ..ssesisose ct Res | IES. 
VON UENO ccc eww pnnaudghidedauts chedddiad ICA and IES. 
Delaware.....<.....sdser University of Delaware__.____- abthinesicghtbgtdchul ICA and IES. 
District of Columbia....| American University..............-......--.-.--.. ICA and IES. 
Catholic University of America_.__._............. ICA and IES. 
George Washington University ..................-- ICA and IES. 
in- CAGOTRENE LE DONNEE . « caccncccccecmgpacasdsoebs IC A. IES, and USIA. 
Howard, Univenitye i scl. sco seein cd Seeing IE 
nd Florida... _...| Florida State University......-.--. 22222222222. ; ICA and IES. 
CRE CI sccirceernonleteelcUl ee secdsawe 
Ith Oe OR cccrennedddsliieciecakas Misin ICA, IES and USIA, 
Umirertiay OF Gites as hh Si sn EA IES and USIA. 
ral University of Tampa.............-- tLe. es 
icy Georgia... _...| Emory University -......._-. Septet pcg IES. 
tr Georgia Institute of Technology_..._....._._...._- IES. 
University of Georgia...................-.. .....| ICA and IES. 
West Georgia College.............................] ICA. 
sale Hawell... .....00----ssusms University of Hawaii.................. ...| IES, 
wis Idaho... hide Lal University of Idaho_........-. SeeRell st acl ICA and IES 
i Sees. . cock eee Bradley University... .....-..-..- ei dla bbb wos uas ICA, 
Chicago Medical School_. ’ oa cecUc eal 
Eastern Ellinois State College........____- .....| TES. 
MORES. OOD. ane conunck ev dpijenasiedatia 
George Williams College- -- .-| IES. 
North Park College and Theological Seminary. ..-| IES. 
Northwestern University - ------- ...--| ICA and IES. 
: Roosevelt University, Chicago___- «hades 2.20404 IES. 
: Southern Illinois University didn : a ..-| TES. 
University of Chicago... _._--- ..-...-.------| ICA and IES. 
University of Dlinois...............--...- .-| ICA and IES. 
Indiees.... si Ls -| Indiana University.......-.......---.-....-...-.--.]| ICA and IES. 
Perens Werte 002. 2-5 hodacak tlebce inst haone ICA and IES. 
University of Notre Dame_.-.._........--- 2.34 Eee. 
Wee Cosi ek RS e, tree IES. 
Iowa....- ees tN IE Re IES. 
Iowa State College of Agriculture and Mechanic | ICA and IES. 
Arts. 
Iowa State Teachers College---.-_......-..-..------ ICA and IES. 
State University of lowa__.........----.-- .| ICA and IES. 
Kansas _....----.---| Kansas State College of Agriculture and Applied ICA. 
Science. 
University of Kansas... ................-...-.....] ICA and IES. 
Kentucky ..........csun Berea College-_..-.- pte cccdeepedeee _......| ICA and IES. 
Centre College ---__- ane Suu svn bance tan aa 
| University of Kentucky-.-...............-..-.---.-- ICA and IES. 
| University of Louisville..........__..- .| ICA and IES. 
Louisiana. ...--- a Isaac Delgado Central Trade School, New Orleans_| ICA. 
| Louisiana State University and Agricultural and | ICA and IES. 
| Mechanical College. 
Tulane University. ..........-.-.--- as .....-| ICA and IES. 
BieRN...... cccceencendane Bowdoin College_-_ yap .| IES. 
| University of Maine.- gO P IES. 
Maryland.___-- ..-| Johns Hopkins University eee a2 , ICA and IES. 
| St. John’s College, Annapolis._-_._- : ...-| TES. 


University of Maryland... ICA and IES. 
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(a) Institutions in the United States—Continued 


State 


Massachusetts..__-_- 


Michigan. ......s.-.-<sc08 


Minnesota. ........-...- 


Mississippi_........----- 
Missouri 


Wobwusdka..... - 0.5.5. ss280 


New Hampshire 
New Jersey 


New Merxico.......-.----- 


New York 


North Carolina_.......-. 


North Dakota.......-..- 


Ambovet Osler. .csccsesce sdsiteceth citehweads 
Beton TPE i ninviece <n dda ncpenlahe § 
Clark University... -_- An es Spear hed 
Episcopal Theological Schatten ssh s<08s0erd 
Harvard University..__-..- 
Massachusetts Institute of Technology. 
Pine Manor Junior College.......--- 
Radcliffe College 
Smith College_.___- 
Springfield College. _- jab dedication ta becsu dakathstesibted 
Tufts University_- SsamtecdinDAaaainmeaied i 
University of Massachusetts.......---------.----- 
Wittates Cole@@ cs. ei oad 
Michigan State University 
University of Michigan 
Wayne State University...................--.-.. 
Western Michigan College of Education.. -. -. ..-- 
ereenes SG nn. cenanditnsaes sksaaeed 
Onibewe 60 86, "PemeiGininksocistkiic sc bcs aasated 
SS, Oneal OGOR. cies ie ote. es chien 
University of Minnesota. ...........-.....-.-....- 
Mississippi State College..................-..--.-- 
University of Mississippi_....-.--- 
| St. Louis University 


| University of Kansas City................-..--.-- 
| University Of DEMON oo cine en lt candid 
Washington University...........-.-.--.------.-- 
Univerasey Or NODPSORR, 20... sss ee sles ceeded 
| University of Nevada.....-...- 
| University of New Hampshire 
DOW VS VOIGIRY <ncnwcicedecnntvldsissun.. aeesieed 
| Institute for Advanced Studies, Princeton _._- 2 
ae Jersey State Teachers College, Upper Mont- 
clair. 

| Princeton Theological Seminary 
Princteon University 
Rutgers University 

Seton Hall University 


| New Mexico College of Agriculture and Mechanic 
Arts, 
University of New Mexico.........-......-....- 


| Alfred University 
ER ON ae eC Tae ae 
BOOK iy CGO. nnn ons no ctdblickonsisuasii decal 
City College of New York 
Columbia University 
Cornell Univertity cninncanennor: ésichids panes 
Eastman School of Music, Rochester._._........-- 
Fashion Institute of Technology, New York City. 
Pore Univeristy .inccanaqnnnctaelsndabesiaiee 
BemBton OConege.....ccnnestbaleidaaebtiby _ bigata eis 
Harpur College 
Hofstra College 
Hunter College..__- 
Juilliard School of Music... - 
Long Island Agricultural and Technical Institute. 
<p anhattan School of Music 
| New York Univergisy......-25.-s<tsessin-i-qasbins 
Polytechnic Institute of Brooklyn. es 
Queens College of the City of New Y ork 
Rensselaer Polytechnic Institute__...__. 
Rochester Institute of Technology... 
St. John’s University -....--..----.-- 
St. Lawrence University --- 
State Teachers College, Cortland_._._- 
State Teachers College, New Paltz_- 
Syracuse University 
Union College. - 
Union Theological Semin: ary adiiitens ens 
University of Buffalo__- spn 
University of Rochester- 
Vassar College. _- <S acts o 
Wagner Lutheran College._._.--_-- 
Young Women’s Christian Association, ‘national: 
headquarters. 
WGREIVE UMEVOIEIGS « wecacecnanithionsiteltes 
Duke University........--... 
North Carolina College at Durham. 
State College of Agriculture and Engineering of | 
the University of North Carolina. | 
University of North Carolina. .................--- | 
North Dakota Agricultural College............-.-- | 














‘ 
‘ 








Agency 


IES and USIA. 
IES. 


IES. 
IES. 
ICA and IES. 
ICA and IES. 


ICA and IES. 


ies, 

ICA and IES. 
ICA and IES. 
ICA and IES. 
IES. 

IES. 

IES. 

IES. 

ICA, IES, and USIA. 
ICA, 

ICA and IES. 
IES. 

IES. 

ICA and IES. 
ICA and IES. 
ICA and IES. 
IES. 

ICA, 

IES. 

IES. 


IES. 

IES. 

ICA and IES. 
USIA. 

ICA. 


IES. 


| IES. 


IES. 
IES. 
ICA 

ICA 

IES. 
ICA. 
IES. 
IES. 
IES. 
IES. 
IES. 


and IES. 
and IES, 


| IES, 


ICA, 
IES. 
ICA 
IES. 
IES. 
IES. 
ICA, 
IES. 
IES. 
ICA. 
IES. 
ICA 
IES. 
IES. 
IES. 
ICA 
IES. 
IES. 
ICA, 


IES. 
ICA 
ICA 
ICA and IES. 


ICA and USIA. 
ICA 


and IES 


and IES. 


and IES. 


and IES. 
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(a) Institutions in the United States—Continued 


State Institution Agency 

















Dei. wnccasnsddeunene Case Institute of Technology...-....-...---.-..--- ICA and IES. 

Cleveland Institute of Music..........-......-...- IES. 

Hoideiar® GameGOs 52-6 s es 2 cal tadgeeaeen IES. 

Kent State University. ..........2.5...<s0ss0ennee IES. 

Re OR Cirnksw ns innk dein dtl adadinhedees IES. 

Oberlin Oeiessbsss is 5. 22 he IES. 

Olio State. Unbventity.... .-.-.-2.<0scs sind deaasen ICA and IES. 

Ohio Uiiveriey..5.60665.---.-....5 --| LES. 

University of Cincinnati --| IES, 

Univermty Of Tabet oi. 6ctses. Sc. een IES. 

Western College for Women.......-..------------- IES. 

Western Reserve University. _.......---.-------.-. IES 

Oklahoma...............| Oklahoma Agricultural aaa Mechanical College_-_. IGA and IES. 

Oklahoma City University.........-...-.------.-- IES. 

University of Oklaboma............-.-.-.....-.--- IES. 

QUIN. octieitiwnsesnce Maryiiurst, OGGRG6. <i see cn ccdanephbwesielseeceey IES. 
Oregon State College... .............-.--.-2...---- ICA and IES. 
University of Oregon.....«....--.sdsivsedsdcactinds ICA and IES. 
Pennsylvania...........- Carnegie Institute of Technology......--.-.-.----- IES. 

Chatham Come. osbis bigs be cba Oude dsdeewes IES. 

Drexel Institute of Technology-.-...-.--...-...--- IES. 

Drapes Onllege.«<onise sisi sce desis eeh dee bausue 

Duquesne University .............5.....5.5....... IES 

Howertord Oolbe@e. i c.<c conc ccking didi stneasecs es IES. 

Jefferson Medical ca of Philadelphia- -_--_-.- IES. 

LaSalle College _- bade cule sek i eiidiesktintdwoaa Ee 

Lehigh University _ PRE PL BE 2 FA AR OS | IES. 

Pennsylvania State University_............--..--- ICA and IES 

Philadelphia College of Pharmacy and Science____| TES 

Swarthmere ColbeGea ns <6ss< ono cctbwadenewssicss IES. 

TED NET 0552206003 vavigsacaph<a>seegeh an IES and USIA. 

University of Pennsylvania- -- .--- ....---......---| ICA, IES, and USIA 
| University of Pittsburgh._.......--...---------.-- ICA and IES. 

Puerto Rico.....-.....<. University of Puerto Rico.............-----.-..---- ICA, 
Rhode Island__..-_-...-. OS SEI sks So cibetdndcn sculpt dcdaeebanen IES. 

Rhode Island School of Design._.........-...--.-- IES. 
| University of Rhode Island --_------.-.-----.----- ICA. 

South Carolina__........| Clemson Agricultural College ---.-....---.-.------ ICA. 

University of South Carolina__-_......-.-.-------- IES. 

South Dakota_--...-- ..| South Dakota State College of Agriculture and | ICA and IE8j 
Mechanic Arts. 
Tennessee_............--| Fisk University-__- Se a! 

George Peabody College for “Teachers. SAR ERE, ICA and IES. 

Vabveraity of the South. << 6.05... o.- si secon alee IES. 

University of Tennessee___...-_-- sion aaeeaeies ICA and IES. 

Vanderbilt University ----....--- uetraetsocdast Bee GG Lie 

ONE ccucainwse ...-.-| Baylor University. --- ..-.-| IES. 

Our Lady of the Lake College, ‘San Antonio_..___- ICA, 

I I ete ne enc teenies omiaaina IES. 

Southern Methodist University.__.......-..._---- ICA, IES and USIA 
| Texas Agricultural and Mechanical College Sys- | ICA "and IES. 
| tem. 

Texas Christian University--...................._| IES. 

Oe gs SE Mit Tas at ICA, IES, and USIA 
| Weatherford College of Parker County..-.--------| IBS. 

Utah_- SS gt | I LE Oe RR ee RAS IES. 

Utah State Agricultural ee J éiknaigett teens ICA and IES, 
Vermont. ..-.-- . =| VERROEEy G6 VORMNOMRS 22-6 aa ences eeceaeenens IES. 
Virginia. .| College of William and Mary. keen Ae oe EEE 2 IES. 

Madison College .. ae eee eet 

Sweetbriar College __- We coed eUAride oakenanneeeenngl 

Ure a Nn ak enema nnonns IES. 

Virginia Polytechnic Institute.__.............----- ICA and IES, 

Washington | Central Washington College of Education...._____| IES. 
| Eastern Washington College of Education......__.| IES. 
| State College of Washington. -_-_- ..-.-------| ICA and IES. 
| University of Washington.........................| TES. 
West Virginia -- ..| Marshall College._...............--. Sears IES. 
Wisconsin. -. ‘ | Dees Cees 5st. eee 

Lawrence College. ._....-- fa a ne eee ona Sa 

Marquette University_.............-.--.----- a IES. 

University of Wisconsin... -..............-...-.-.. ICA and IES. 

Wyoming. -.-.-.. of UMEIVOREERY Of WYOMING 2. «o-oo once ec nceencss= ICA and IES. 
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(b) Institutions abroad 








Country | Institution Agency 
Afghanistan..._........- Afghan Institute of Technology. --.-...........-.- ICA, 
Schools of Nursing, Kabul._.......-.....---.--..- WHO. 
Teacher Training College, Kabul_............-.... ICA. 
DRROMERILY. OF FOUR ov cease Nas siedid sh ash aoe ICA, 
Vocational Agricultural School_-_.-.-......-.---... ICA, 
AQQUIIOA.. 2. cicucdcncncel College of Graduates in Economic Science---_-....- IES. 
National University of Cuy--...........-.-.-...... USIA. 
Southern Institute of Technology, Bahia Blanca..| IES. 
AGUA. cco cccccsunel Australia National University, ‘anberra_.._-....- IES. 
=! . South Wales University of Technology, | IES. 
Sydney. 
Technical Teachers College, Melbourne. -......-.. IES. 
Union College, Brisbane--.._.............--.--.-.- IES. 
DRRVOtSICYy Of AGMOIGO si esi scssenk cccontan IES. 
University of Melbourne..._..........--.-.--..... IES. 
University of Queensland, Brisbane... .-.......... IES 
University of Sydney (including New England | IES. 
University College). 
University of Tasmania, Hobart-..-.........----... IES, 
University of Western Australia, Nedlands---.-.... IES. 
NE... ccbbiona ...-| Institute of Agriculture, Vienma.....-...-.-..--.... IES. 
Institute of Commerce, Vienna_-.......-.-.---.-... IES. 
Universiey OC (irae... ... ..-3- scab evenssbonboeneny aes 
University of Innsbruck.. actiencicadwessaae, ie ane USIA. 
University of Vienna.._........-.-....-..2.----... IES. 
Belgium........----.---.| Catholic University of CAIRNS... cc. adeiic-cakigd IES. 
College of St. Albert of Louvain... ...........-.-.- IES. 
| State University at Liege......--..-.-.---------+- IES. 
Teacher Training Came. Leeachationn Phi databeds IES. 
University of Brussels_- Seeks > <warinnh bien. 
University of Ghent_.._- IES. 
sos ices kts ce 7 Misael Sancho Autonomous University, IES. 
Tarija. 
Teacher Training Pilot School, La Paz__.-...-...- UNESCO. 
University of San Andres, La Paz_-...-.....---..- ICA, IES, and USIA. 
IN a ean aite at: SERBRICURS PORCO AO ooleacs aoc inc dics Suc sicbecen IES. 
| Normal Institute, Salvador, Bahio................ ES. 
Burma. ..........-.... eee OE RON tor bo cu cadtensconauen IES, USIA, and U.N. 
Cambodia ; | Normal School, Phnom Penh-.- ‘ IES. 
| Royal School of Medicine... -| U.N. 
SR ncecnces ....| University of Ceylon_. punbeinetivictl Simo 
| Vidyalankara Oriental College--___....--.-------- IES. 
Chile__.............-....}| Catholic University of Chile, Santiago............; USTA. 
| University of Concepcion. eater 3 7 eo 
Colombia--..._-.- ...-| National University of C olombia, Bogota__. ---.--| ICA and USIA. 
University of Antioquia, Medellin....... --| USTA. 
Costa Rica..............| Advanced School of Public Administration..._.... U.N. 
| San Jose School of Nursing..-..-.....--......----- WHO. 
Cuba_- = ..| Technical Aircraft Training “School, San Julian..._| ICA. 
Denmark.... _......| Royal Academy of Fine Arts, Copenhagen_ --.-- IES. 
Royal Veterinary and Agricultural College, IES. 
| Copenhagen. 
University of Aarhus_- od ..-.--| TES. 
University of C openhagen.- ss asd ek ee 
Ecuador... | Central University of Ecuador, Quito_- --..-.--| ICA and USIA 
University of Guayaquil___.__...-..........---...| ICA. 
ee | American College for Girls, Cairo.................) TES. 
American University at Cairo............-...-...- JES. 
Bin Shams University . sci ic sions seesinnd-sececes IES. 
Institute of Education, Alexandria_............... IES. 
|} Men’s Teacher Training College, Abbassia........ IES. 
University of al-Azar, Cairo............-.-...--... USIA. 
| University of Alexandria (Farouk I University)...| IES and U. N. 
University of Cairo (Fouad I University) -~-....... IES. 
re Harar Agricultural College..................-..... ICA. 
Finland. -._..............| College of Veterinary Science, Helsinki...........- IES. 
| Commercial University of Helsinki................ IES. 
| Finnish Institute of Technology, Helsinki.........| TES. 
| Girls’ Normal] School, Helsinki.................... IES. 
PemeeS SMT WONNNOD Qo ook acai anit | IES. 
| School of Industrial Arts, Helsinki................ IES. 
School of Social Sciences, Helsinki................- IES. 
Ng tO he a gg. SSeS eee N 
France..................| Catholic Institute of Paris-- --.- : ...---| TES. 
Higher Normal Scheol of Paris IES. 
International Center for Pedagogic Studies, Sev res.| IES. 
| Modern College of Nantes. -.-.- 2 -| IES. 
| National Conservatory of Music, Paris__--- | LES. 
| Polytechnic School, Paris-- ae nnasasl Ses 
| University of Aiz-Marseilles.....____- | IES. 
University of Bordeaux. ..__-- swalhe .-| IES. 
University of Clermont-Ferrand. - ---------- -| IES. 
eo | lg gt | a eee .--| IES. 
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(b) Institutions abroad—Continued 


State Institution Agency 


Pe iis sincere ode University of Grenoble_.................--- cence 
| RII 0 Bi ein ne acsnrpanibbaneameel 
Ue en ean ceekiiedions 
University of Montpelier............_-- 
Ty tO 68 DOT 6 encoun mae Jee ceewasuserarsen 
TSU WE OE Fa etire ono 55> nko dadueesenoeeen 
| Poiwerstte el Reems. asi ssis tee nda eee eens 
| University of Strasbourg. ...............---------. 
Walveraier Of TF OtNOUNR a. ins ~ stds icdeere oeeee-s:- 
Aachen Institute of Technology_- 
Berlin-Charlottenberg Institute of Technology ---- 
College of Physical Education, Cologne. .-_.....--- IES. 
Darmstadt Institute of Technology....-......-.--- 
Free University of Berlin 


Germany ..-..-- 





Karlsruhe Institute of Technology -~..-......----.- IES. 
| Munich Institute of Technology ---......---..----- IES. 
| State Academy of Fine Arts, Stuttgart.._.......-- IES. 
| Stuttgart Institute of Technology .......-.-...---- IES. 
tea College (Paedagogische Hochschule), | LES. 
| Berlin. 

Teachers College (Paedagogische Hochschule), | IES, 
| Hannover. 


| Teachers College for Vocational Teachers (Beruf- 

| spaedagogisches Institut), Wilhelmshaven. 

Jniversity of Bonn (Rheinische Friedrich-Wil- 

helms (Universitaet). 

ebversher. of OORMIIS. .. <. nanstcticmntinaneaciinmnnnn 

Jniversity of Tuebingen (Eberhard- Karls Uni- 

versity). 

University of Wuersburg (Julius-Maximilians 
University). 

Bradford Technical College, York__.-....-..--.--..- 

| Lady Mabel College, Rotherham, Yorkshire--__. 

Manchester College of Technology 


IES. 
IES and USIA. 


IES. 
IES. 


IES. 
IES, 


IES. 
IES. 


an « 


Great Britain... 





| Manchester Training College.-.. IES. 
| Matlock Training College, Matlock, Derbyshire _. IES 
| Medway College of Technology, Chatham......_- IES. 
Newcastle University College...........--.---.-..- IES. 
Queen’s University of Belfast.............--.-- IES. 
Royal College of Art, London_._....- aqemee an 
| Shoreditch Training College Egman, sane ibe IES. 
| Thornbridge Hall College, Near Bakewell any IES. 
| Training College, Bingley -..._...-.............. IES. 
| University College of North Wales, Bangor. -_...-. IES. 
U ay ersity College of the Southw est of England, | TES. 
| xeter. 
University College of Swansea, Wales__.-........- IES. 
| University of Aberdeen. siecle enersnenitens’>-teael ee 
| University of Birmingham cele cheated aadietasiontenianeas IES. 
| University of Bristol___. obo ease =errietamnl en 
| University of Cambridge.................-.....--- IES. 
Univeraity Of DSR. 0). id neckese-cenennamerbed IES. 
| University of Edinburgh.............-.-.-.....-- IES. 
| University of Glasgow .........- i einen IES. 
University of Leeds. sh wentiteanat limita aeeennnsirimaminie a 
| University of Liverpool. ...............-..-.-.-- IES. 
| University of London (including affiliated col- | TES and USIA 
|  leges). 
| University of Nottingham-__.......................] TES. 
ee oe Tide NA TE Aiea. IES. 


University of Reading, Berkshire 
University of St. Andrews. 
University of Sheffield. _...-.- 
University of Southampton. 
University of Wales, Cardiff c comet 
Victoria University of Manchester. ........... 


IES. 
IES. 
IES. 


Workingmen’s College, London_..............-.--- IES 
Greece viesbinala .| Higher School of Agriculture, Athenms__..........- IES. 
| National Technical University, Athens__-........_| TES. 
| National University of Athens. ................... IES. 
University of Salonika_._..........._.__-_.....__- IE8. 
icin wisnininwrecel .}| Normal School for Men, Port-Au-Prince......----| IES. 
Hong Kong--.-.-.-. Be lili ate Sa in ts IES. 
ia ciencismeiel .| University of Iceland -eunahthattataenarincesitlipananh. an 
IG Gin ctuncwed .| Andhra University, Waltair__...._---------------| IES. 
Baroda University. nae tibtihit nite AS 
Central Institute of Ec iucation, as IES. 
Christian Medical College, Ludhiana._..__...... U.N. 
D. A. V. College, Ajmer... | TES. 
Christian Medical College, Vellore.__.............- | IES.'9 
East Panjab University, Solan, Simila Hills.......| IES 
34053—59—_—_17 
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(b) Institutions abroad—Continued 





State Institution Agency 
— i 
as it ice te Hislop College, Nagpur (Affiliated with Nagpur | IES. 
| University). 
| Government Training College for Women, Simla_._| IES. 
| Indian Institute of Technology, Kharagpur ------. UNESCO. 


iiccitiens scene 








| Tokyo University of Science 


institute of Science, Bangalore--.................. 
Lady Irwin College, New Delhi 
SAIGON UTM oa os on ne se iwresmnnccshunnee 
Madras School of Social Work. 
Patna University 
POC TIVO NEES 6 5. tine nideks tapi enouideden 
Radhanath Training College_..............-..... 
St. Joseph’s College for Women, Madras 
School of Tropical Medicine, Calcutta 
Secondary Training College, Bombay .-_.-.......-- 
University of Bombay (including Bombay Vet- 
erinary College and St. Xavier College). 
TIMI WORUEEY OF TR eo a iinet a wcreamliioeins 
CUES OE SI le cian kd ecenensiaure) <hieenen 
PmIVORUIRT OF DEVO in odbc ccs tcccasnewsccmnsses 
WIRIVGREEEy OC MII. ot WacldenendudGastociancdent 
Women’s College, Hyderabad 
TOG SOE in whe ee ties an nnnsscccuncenuion® 
Indonesia College of Agriculture___.__-. 
Islamic University of North Sumatra_-_-_-........~- 
Post Graduate School of Nursing, Bandung--_-_--_-. 
Teacher Training Centers, Medan, Semarang, and 
others. 
University of Indonesia. .-.-..........- sanesasnemaialill 
Ashraf School of Nursing, Tehran 
University of Bologna... - 
University of Cagliari, ee 
University of Ferrara. ti ciel 
University of Florence 
I RACRCERE Oe Kein cocina nck enscenatn 
Wmivereaey OC Dae oe nn cdc enc ccenen ens 
RU here penestin <peacatien 
University of Naples__............-- win 
WRRVUREIET GE PICS = ncn cinctipewsnee sense cocaine 
CONE NEES is et tieien dp ecencdveenenein 
University of Perugia. -_- 
University of Pisa_..._-- 
University of Rome 
University Bt tha tattle cttinth ctdtmonninpesies 
Sees CRS to. watdawghabnetrattamns 
apes CSC a nn mn eh oo seen ene 
Doshisha Women’s College, Kyoto pth oom 
ee ATOR oii Jind itcdetawtiicncannee 
Hokkaido University, Sapporo-..-_-_..-........-- 
Hosei University, Tokyo. Tae US AE SS a 
International Christian University, Tokyo 
Kagoshima Prefectural University 
Kanazawa University-_- 
Keio University, Tokyo-- 
Kobe U niversity : 
Kumamoto Univ ersity-. 
Kyoto University. TN alanine 
Kyushu University, Denia Sees 
PE: CORDON oon oth... oo oneccoedbcutmins 
NET: SEMAN ORIN is oe nsec minsknieinenncdnnecien Z 
Nippon University, Tokyo................--...-- 
Ochanomizu Women’s University 










Oita University. -.--.---.--..-...---.-------------- 
ORayumea University...i.. - 2 5.6..6226.5. ences 
uke WabvetGies: sour lee 
Otaru University of Economics .........----.---.- 
Pe CORR ian dnd nvecpmaectice napa 
Shiga University Ft lle UNAM sheeted oo thcaasinecenepenrecaiion 
Sophia University, Tokyo_....................--- 
Tohoku University, Okayama-Ken..........-.._. 


Tokyo Union Theological Seminary, Tokyo-.----- 
Tokyo U INES. 3.525, cutee dnannsernncnnennns 
Tokyo University of Economics......-..-.-.----- 
Tokyo University of Education 


Tees Wr OME O CODED, oii ooo cen tecnnees 
Tottori University. --_-......-.-.-- 
Sy UNE OG idk et ner nnnnct «ane 
Waseda University, Tokyo..............-..-.--.-.- 
Yamaguchi University, Chofu- .._- 


IES and UNESCO. 





+e. 


UNESCO. 


Tes. 
WHO. 
ICA. 


ICA and IES. 
WHO. 

ICA and IES. 
IES. 

IES. 

IES. 

IES. 

IES and USIA. 
IES. 

IES. 


ICA and IES. 
IES. 

IES. 

1ES. 

IES and USIA. 
IES and USIA. 
IES. 

IES. 


ICA and IES. 
IES. 
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Laos 


SAE a istiilinnintecmanics ae 
ORO LE = IS 


New Zealand_.._..._..- 


Nicaragua.--.-...- ai alll 
North Borneo. .__._- 
Norway 


PONG sin diction ds ccmact 


POR a dbtcen cia 
Peru... 


The Philippines__..._._- | 


ORR: cclniiunscnscnadntiee 


TORR innddnocvssxseote 


Thailand.__... coaee 


Trieste--_.... 





(b) Institutions abroad—Continued 


Institution 


Chongju Normal School. --...............-..----.-. 
Kwagju Normal School...............-...-..-.-.. 
Kyong Puk University, Taegu__..........--.----. 
Posen Univeraity.. 1.2 ...424.65.52552045-. ike 
Seoul National University. ...............-..--.-.- 
Taegu Normal School. .....--...-s2242<05<45.-s605 
Vocational Teacher Training School, Vientiane___- 
High Pedagogical Center, Beirut.............---.-. 
School of Arts and Trades, Beirut..............-..- 
Booker Washington Institute... ...........--.-... 
Univernityy Of Baers wisn ga) Sodebc-adeuanseun 
Educational Training and Production Center_-_._- 
School of Nursing, Penang. ..--....._..--...-..--- 
School of Nursing, Singapore General Hospital ---- 
Royal University of Malta, Valleta_._........---- 
El Oliver School for Mechanics and Operators, 
Mexico City. 
Institute of Technology and Higher Studies, 
Monterrey. 
National Autonomous University of Mexico 
Agricultural Institute, Wageningen 
Institute of Technology, Delft_................-... 
Institute for Nuclear Research, Amsterdam ----_-_- 
Netherlands Institute of Economics, Rotterdam _-_ 
Roman Catholic University of Nijmegen 
Rotterdam Medical School_.................-.-..- 
St. Maarten College, Groningen 
State University of Groningen 
State University of Leiden..................-..... 
State ey of Utrecht... ......-. a a ee 


Cc enterbary Univ ersity College, Christ Church - --} 
Massey Agricultural College, Palmerston, North_- 
Teacher Training College, Ardmore, Papakura___- 
University of Otago, Dumedin_................-..- 
Victoria University College, Wellington........._- 
National Trade School, Managua.-........-...---- 
School of Nursing, Sandekan.___.............--... 
Norwegian Institute of Technology, Trondheim._- 
Norwegian School of Business, Economics, and 
Administration, — 

U niv ersity of Bergen 
Umi VGERy OE SIO. 6 io non saebeeucssetewe tsi 
School of Nursing, Dacca_..._- Senbitinctiliniit is sballiaaias 
UE VOR Ot BI ne nig an ncdetiinn oniiigntiaendnenat 
Wi Oe gt Re ee ee ee 
Univertaty fl Pesmmwars oi. .sscsi i ea. ae 
University of the Punjab 
CR nr a 
National Institute of Agriculture___.............-- 
Central Normal School at Chosica_-_.............- 
Main National University of San Marcos---....... 
National College of Agriculture, La Molina-.--_-.-_-- 
National School of Engineers, Li 
Bayambang Pilot Teacher Training Center - _____- 
Central Luzon Agricultural College, Nueva utensea 
Feati Institute of Technology, Manila 
Institute a5 Piygine.... 2. is... cab ckelae nad 
National Teachers College, Manila 
St. Mary’s School, Sagada 
ey LR SR a eA 
University of the Philippines, Manila 
I TR ENE Ee 
Royal institute of Tee hnoiogy, ‘Stockhoim - 
Teacner Training Coliege, Umea_._............--- 
Royal University of Uppsaia___.......-.....-..... 
University of Stockholm 
I 
Senool of Nursing, Damascus. - - - - 
IIS I ae chiihe S i. nwininninaennsronialiimeinls 
NationalTaiwan University 
‘Tarwen Teacnets Cele gcc cucenenmmen 
Chulaiongkorn University. ...................-.. 
College of Education, Bangkok_................._- 
Postgraduate School of Nursing, Bangkok ....___. 
Technical Institute of Thailand_.................. | 
Tnammasat University 

University of Trieste. 





Agency 


UNKRA. 
UNKRA 
TES. and UNKRA. 


10, 
ICA and IES. 
ICA, LES, and USIA. 
ICA‘and IES. 
ICA, IES, and UNESCO. 


IES 

UNESCO. 
IES. 
IES. 
IES. 
ICA and IES. 
IES. 
IES. 
IES. 
1ES. 

IES. 
IES 
WHO. 
UNESCO. 
ICA and USIA. 
ICA and UNESCO. 
1CA and IES. 
ICA, IES, and UNESCO. 
WwHo., 

ICA. 

ICA and IES. 
IES. 
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(b) Institutions abroad—Continued 








Institution Agency 
Tees. ss. at | Atatark Univeitity. -.. ..--isadact inaese ts <okinneto ICA, 
a RRR RS I RE [ES. 
School of Public Health, Ankara..........-.....-. WHo. 
Technical University of Istanbul.................- | UNESCO. 
UNIVORSILY OF DUE ORO. od cuwsisscbinéiniddnssllemaich ICA and IES. 
L AVORSiCy OF TSCM 8. ctu eetnid sae IES. 
Uganda. __..............| Kampala Technical Institute_...............-..... ICA 
MIGROS COUR os pel adh oq ng ed b-cnvincumeinatl- shied IES. 
Union of South Africa...| Natal Technical College.................-..-...... IES. 
| University of Capetown.............-.....-.....-- USIA. 
| OMivermity Gf PTeCORh........- adendéndnis adbienasdous IES. 
Uruguay ......$:250254 | Normal Institute, Montevideo._.................. IES. 
Venesuele... ..2.620-0885435 Central University of Venezuela, Caracas--........ IES and UNESCO. 
; Inter-American Rural Normal School, Rubio... OAS. 
Pememewis. .........ad Faculty of Agriculture and Forestry, Skoplje UNESCO. 
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PRICE DISCRIMINATION IN THE DISTRIBUTION 
OF DAIRY PRODUCTS 


I 
INTRODUCTION 


The Select Committee on Small Business was reestablished in the 
85th Congress by the House of Representatives on January 31, 1957 
(H. Res. 56). By this resolution the committee was authorized to 
conduct studies and investigations of the problems of all types of 
small business. 

During the 1st session of the 85th Congress, small-business men and 
their representatives complained to the House Small Business Com- 
mittee that large, powerful processors and distributors of dairy prod- 
ucts are discriminating in prices, and in that connection making sales 
in some areas at unreasonably low prices and at levels below cost, with 
the result of destroying competition. Numerous additional complaints 
to that effect were received by the House Small Business Committee at 
the beginning of the 2d session of the 85th Congress. 

When the House Small Business Committee adopted its program 
for the 85th Congress on March 12, 1957, and the chairman appointed 
and designated six subcommittees to handle various aspects of that 
program, no subcommittee was designated to study and investigate 
problems stemming from the practice of price discrimination. In- 
stead, the chairman announced that matters relating to the practice 
of price discrimination would be studied and investigated by the full 
committee. However, in view of the fact that a number of complaints 
about the practice of price discrimination in the distribution of dairy 
preenee were made during December 1957 and urgently called for 

earings at that time in Dallas, Tex., it did not appear to the chair- 
man that it would be feasible for the full committee to travel from 
all parts of the country to Dallas, Tex., for hearings on such matter 
during the year-end recess period. Therefore, the chairman appointed 
and designated a special investigating subcommittee to study and in- 
vestigate the complaints relating to price discrimination in the dis- 
tribution of dairy products, The chairman of the committee assumed 
the responsiiblity of the chairmanship of the special investigating sub- 
committee and named Hon. Tom Steed (Democrat, Oklahoma), Hon. 
Charles H. Brown (Democrat, Missouri), Hon. William S. Hill (Re- 
publican, Colorado), and Hon. R. Walter Riehlman (Republican, New 
York) as members. 

The first field investigation by the staff regarding this matter was 
conducted in Dallas, Tex., commencing December 16, 1957. The field 
investigation was conducted with full cooperation from the offices of 
the attorney general of the State of Texas and the office of the district 
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attorney, Dallas County, Dallas, Tex. Representatives of those offices 
had been investigating complaints about the sale of dairy products at 
prices below cost, and had accumulated considerable factual informa- 
tion on the subject. 

As the field investigation progressed, the chairman announced that 
the special investigating subcommittee would hold public hearings in 
Dallas, Tex., commencing December 30, 1957. During the course of 
those hearings, statements were received from more than 20 witnesses, 
including representatives of not only small- and independent-business 
men who had made complaints, but also representatives of the large 
nationwide distributors against whom complaints had been made. 
Testimony was received also from Government officials. 

Immediately following the public hearings held by the special in- 
vestigating subcommittee in Dallas, Tex., numerous complaints were 
received from small and independent processors and distributors of 
dairy products located in Midwestern States pleading that public hear- 
ings be held in their respective areas aoe the practice of price 
discrimination by large distributors of dairy products. <A field investi- 
gation was made in February 1958. It included interviews with a 
great number of businessmen engaged in the distribution of dairy 
products located and doing business throughout Kansas and Missouri. 
Other interviews were held with representatives of processors and dis- 
ributors doing business in Kentucky and Illinois. The results of these 
investigations prompted the chairman of the special investigating sub- 
committee to conclude that additional hearings should be held in Kan- 
sas City, Mo., in the early part of March 1958. However, due to the 
urgency of the matter and the pressure of other problems, the chair- 
man-made arrangements with Hon. Tom Steed (Democrat, Okla- 
homa), the ranking majority member of the special investigating sub- 
committee, to assume the position of acting chairman of the special 
investigating subcommittee and proceed with the conduct of the in- 
vestigation and hearings. 

Public hearings were held in Kansas City, Mo., March 6-8, 1958. 
During the course of those hearings, statements were received from 
more than 60 witnesses, including representatives of small and inde- 
pendent processors and distributors of dairy products located and 
doing business at various locations in Missouri and Kansas, and the 
representatives of many more small- and independent-business men 
engaged in the sale of dairy products in Michigan.? The latter in- 
cluded witnesses from Iron Mountain, Norway, Escanaba, Houghton, 
and Dollar Bay, Mich. In the meantime, the chairman, on February 
19, 1958, directed a questionnaire to each of a number of the leading 
nationwide processors and distributors of dairy products, requesting 
information about their pricing practices in a number of widely scat- 
tered consuming markets throughout the United States. Information 
submitted in response to those questionnaires, and additional testi- 
mony and affidavits from a number of witnesses, were received and 
made a matter of record during and subsequent to hearings held in 
Washington, D. C., April 21-25, 1958. During the course of those 
hearings, representatives of law-enforcement agencies, including the 
Department of Agriculture, Antitrust Division of the Department of 


1 Record, pp. 176-177. 
2Id., pp. 311 and 327. 
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Justice, and the Federal Trade Commission, testified regarding the 
problem, what was being done about it, and prospects for action 
regarding the problem under existing law. 

Included in the testimony of witnesses submitted in the form of 
affidavits subsequent to the close of the hearings held in Washington, 
D. C., April 25, 1958, and which affidavits were called to the attention 
of the Antitrust Division of the Department of Justice, were those 
presented by a number of small- and independent-business men en- 
gaged in the processing and distributing of ice cream and related dairy 
products in Oklahoma. In those statements, complaints were made 
that Swift & Co. has been selling ice cream and related dairy products 
in Oklahoma at prices below cost. The charge was made that this 
has been done to eliminate competition. The Department of Justice 
has been requested to give that aspect of this matter its immediate 
attention for the purpose of determining and taking such action as 
would be warranted under existing law. 








CHAPTER II 


THE DAIRY INDUSTRY, ITS SIZE AND IMPORTANCE 


An official of the United States Department of Agriculture, Mr. 
R. K. Smith, Deputy Director, Agricultural Estimates Division, Agri- 
cultural Marketing Service, testified about the nature and importance 
of the dairy industry. He pointed out that, in order to get a worth- 
while idea of the overall importance of the dairy industry, it is first 
necessary to examine the industry from the farm viewpoint. In that 
connection, reference was made to the 1954 census of agriculture, 
which enumerated 4,782,393 farms, of which 2,935,844 farms reported 
having milk cows on their places. Of course, this includes farms 
producing milk for home use, as well as for sale. However, of that 
number, 1,475,000 farms made sales of milk and cream during 1954. 

In 1957 it was estimated by the Department of Agriculture that 
20,500,000 dairy cows were on farms in the United States. During 
the same year, they produced 126,400 million pounds of milk, of which 
113,100 million pounds were sold from farms as milk and cream, an 
increase of about 6 percent over the 1954 sales. 

Cash receipts from combined farm marketing of milk and cream 
are estimated at $4,643 million in 1957, an increase of 12.8 percent 
over the $4,114 million return for 1954. 

An indication of the relative importance of the dairy industry to 
agriculture in general is shown by the portion of cash farm income 
attributed to dairying in 1956. The following tabulation shows that 
proportion : 

Cash farm income from major farm products, 1956 
{Thousands of dollars] 


NN tis ieee a a at a edd bllieedanails 4, 468, 865 
Pree an nUnO TI Ti iit hse etlcitas 1, 250, 000 
a a TE ON si espn tipi moms nemo iamiescaregamecdgan aaa 5, 718, 865 
Senn I GENO SU Naess access ash cells eae aren cde nades 5, 306, 
et chia chsh isd hash doenscncnn aids cs bas ccistaseae aks Sasa icine ties has lilitec ial 2, 609, 543 
I IS dk 5 os cctie ae aceldcnretnldipleesdiabinapiopdelgepanepmeaconnes alll 8, 218, 926 
I ae 2, 517, 567 
ERIE AT ee A eelmmee  O ND ER, SUR TY 1, 778, 647 
hse R ne F S e N e Jah nlne co cabahpeniadeaabadaee 1, 162, 782 
TI eg ee a a ee cee 1, 220, 045 
ig i al.) ct tes aesceienciiapeeiap esentutl cleus ttimaiapaianda abelian ‘ b 
EER = Te ee Ne aS De Syne RCRD SaaS Re > TES SEAT PPI WD ‘ 
I aes iweimcngnetons ae ean aetna 329, 623 
I PI nk EL oe paid itithcosmachdaidiadabieeen 457, 844 
atc cll acdc bs igltibecdadmei china ecebindbicee kbd Slit MOU E BENG lis ii iia ata 821, 948 
nd Nita eh ee ah 372, 158 
SREP a Oe Ce Le CET OS; _ OS SORN A IE 183, 140 
i acca i aes aes ns ie eit rina chietaiieceaaniigsdanion mes ae 217, 186 
Saath Se acd cca latices tcciace alanine masini sini ain tinsel abide neegatndtaihad 226, 
RR a so. ecancsapumeempaaiibabalaakia uetiailimaiae.oasnieice mearaiteek 129, 914 
1 Bstimated. 
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Cash farm income from major farm products, 1956—Continued 


POO ULM 656 miss sedis che hs+nsd osrcrinnchien die icine aise biubbbinkaninenndell 159, 842 
Other Carin DER ice ckinktssnocayihiiadhnines sheila cbipmaesminingliieile 2, 489, 398 
Government payments 553, 556 


we we a a a wo eo ee eee 


Source: U. 8S. Department of Agriculture. 


It is estimated that milk and cream sold by the 1,475,000 dairy 
farms in 1957 returned to them $4,648 million as above noted. In 
1957 consumers paid approximately $8.9 billion to cover the retail 
purchases they made of that milk and other dairy products processed 
therefrom. That figure, of course, includes the markup by the re- 
tailer in the price of the products handled by him. Except for the 
amount thus involved, which would total perhaps as much as $1 billion, 
the remainder of the figure of $8.9 billion would represent the gross 
dollar volume of sales of the processors and distributors. 

In the manufacturing and fluid milk distributing sectors of the 
industry, data on numbers of plants or establishments are not too well 
established. There were approximately 13,000 establishments dis- 
tributing fluid milk during 1954, according to trade sources. Some 
of these establishments also manufactured dairy products. Around 
10,000 piants throughout the country manufactured some type of dairy 
products. Roughly half of these also distributed fluid milk. There- 
fore, it appears that there were around 18,000 plants or establishments 
in 1954 which either manufactured dairy products or processed and 
distributed fluid milk and cream. It is probable that there has been 
some decline since 1954, although current information is not available. 
This does not include retail establishments such as roadside stands, 
drive-ins, drugstores, and other places which freeze products from 
purchased mix. 

Of the 10,000 plants throughout the country engaged in the manu- 
facture of some type of dairy products in 1954, it appears that 3,008 
were engaged in the production and wholesale disposition of ice cream, 
according to a list made by the Department of Agriculture for 1955 
and which, according to the Department of Agriculture, were selling 
ice cream at wholesale. It appears that these figures include all plants 
doing a volume of over 15,000 gallons each year. Plants are included 
in that figure as engaged in the production of ice cream at wholesale 
even though they sell a substantial volume at retail. In view of these 
circumstances, representatives of the Federal Trade Commission have 
made adjustments to eliminate from that figure the large retail estab- 
lishments even though they do make some sales on a wholesale basis. 
All were eliminated who were not making 50 percent or more of their 
sales at wholesale. Also, when two or more plants were under a 
single ownership and control, they were counted as a single plant. 
When those adjustments were completed, the figure of 3,008 was 
reduced to 1,672 as plants engaged in the manufacture and sale of ice 
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cream at wholesale. Of that number the 8 largest processors and 
distributors of dairy products in the United States account for the 
control over and operation of 240 plants. ' 

In 1956 approximately 40 percent of all milk produced in the United 
States was used in cities and villages in the form of fluid milk. An 
additional 8 percent was used on farms. 24.7 percent was processed 
into butter, 11 percent into cheese, 6.7 percent into ice cream, and 5 
percent into evaporated and condensed milk. 

An Assistant Surgeon General of the United States once spoke of 
the importance of milk in the following words: * 


Of all foods none is more important to the health of the 
individual than milk. It is the principal food of infants and 
children, and of the ill and aged, for which there is no satis- 
factory substitute. The inclusion of adequate amounts of 
milk in our diets is necessary to the proper development of 
the bodies and minds of our children, and for the mainte- 
nance of good health in all age groups. Milk or some form of 


milk product is consumed daily by practically every person in 
the United States. 


*P. 91, Brief for the Hearing Pxaminer of Counsel Supporting the Complaints in Federal 
Trade Commission Cases Docket Nos.: 6172 Carnation Company, 6173 The Borden Com- 
pany, 6174 Beatrice Foods Company (Delaware) et al., 6175 National Dairy Products Corp. 
et al., 6176 Pet Milk Company et al., 6177 Fairmont Foods Com ny et al., 6178 Arden 
Farms Company et al., 6179 Foremost Dairies, Inc., et al., 6425 H. P. Hood & Sons, Inc. 


* Hearings, Subcommittee Senate Committee on Agriculture and Forestry, on Milk and 
Dairy Products, June 1950, p. 1722. 


CHAPTER III 
THE PROBLEMS PRESENTED 


SALE OF MILK IN GLASS GALLON JUGS 


lor a considerable number of years small and independent dis- 
tributors of milk have undertaken to sell and distribute milk in glass 
gallon jugs. That has been done for several reasons. When a sale 
of a glass gallon jug of milk is made, it is of a sort of sale at whole- 
sale being a sale of 4 quarts in combination. Although the cost of 
the glass gallon jug exceeds the cost of a glass quart bottle, it is less 
costly than four glass quart bottles. Other savings are incident to the 
sale of milk in glass gallon jugs. Breakage of any one in the pos- 
session of the consumer is usually at the expense of the consumer be- 
cause of the required deposit to guarantee the return of the undamaged 
glass gallon jug. The cleaning and sterilizing of a single jug and 
refilling it with milk does not resuire the same activity required 
in the cleaning, sterilization, and refilling of milk for glass quart 
bottles. The testimony on that point is to the effect that the total 
of the savings effected would permit sale of milk in glass gallon jugs at 
as much as 10 cents per gallon less than the price per gallon of milk 
in other types of containers. One small independent distributor, who 
had been engaged in selling milk in glass gallon jugs at nondiscrimina- 
tory prices, testified as follows: * 

Mr. MacIntyre. Your prices have been lower than those of 
other distributors who were selling milk in other types of 
containers, have they ? 

Mr. Youna. Yes. When we started business, set our prices 
at the prevailing prices for glass gallon containers, those 
prevailing prices were lower generally than the two paper 
half-gallon containers. 

Mr. MacIntyre. In other words, about 10 cents per gallon 
less than the price per gallon in the 2 half-gallon paper con- 
tainers ? 

Mr. Youna. That enabled the retailer to sell it at 10 cents 
less. 

Mr. MacInryre. So, in effect, you and the preceding wit- 
ness were offering the people of Dallas milk in glass gallon 
jugs at about 10 cents per gallon less than the large distribu- 
tors were selling milk in paper containers? 

Mr. Youne. Yes; that is correct. And at those prices we 
were able to make a fair profit. 


Another small and independent distributor selling milk in glass 
gallon jugs in Missouri testified that he delivered milk to the home 


5 Record, p. 11. 
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at 70 cents per gallon, plus deposit on the jug, at a time when milk 
was being sold at retail through stores in other types of containers 
at 43 cents per half gallon or 86 cents per gallon. He testified that 
the price at which he was making sales he “was making money.” ° 

Although in neither Dallas, Tex., nor in the Kansas City, Mo., area 
was it shown that sales of milk in glass gallon jugs gained sufficient 
popularity to claim as much as 3 percent of the market, the larger com- 
peting distributors selling milk in other types of containers considered 
the sales by their smaller competitors of milk in glass gallon jugs as 
presenting quite a problem, competitively speaking, for the large dis- 
tributors. For example, an official of the second largest nationwide 
milk-distributing concern frankly stated, “We don’t like the pack- 
age.” * In that connection he said: ® 


I might say this now; that, since this condition started on 
November 29, we have placed orders for gallon-jug equip- 
ment. If we are going to have to compete with major 
competition, we feel that we will have to have it. 


The Dallas, Tew., situation 


It was ascertained that at Dallas, Tex., Borden, Foremost, and other 
large distributors of fluid milk had been selling milk in half-gallon 
paper containers for prices as low as 26 cents per half gallon or 52 
cents per gallon. According to the sworn testimony of the manager 
of one of those large distributors, those prices were at levels below 
cost. He testified that his company had been losing approximately 
18 cents per gallon in making sales at those prices and estimated that 
his company’s losses ran from “three to four thousand dollars a day.” ® 
In that instance it was contended that sales had been made at such 
low prices in an effort to recapture business, which had been lost to 
smal] and independent. distributors who were selling milk in glass 
gallon jugs. Those independents contended that they had only from 
1 to 2 percent of the total market and that they were being driven into 
bankruptcy by the practice of their larger competitors of selling at 
prices below cost.*° 

An independent dairy operator doing about 1 percent of the market 
in flued milk in the Dallas, Tex., area testified that he sold gallon jugs 
of milk at between 10 and 12 cents per gallon below that Shaved by 
distributors using other types of containers, but was warned by inter- 
mediaries for the large dairies to raise his price on gallon jug sales of 
milk so that the variation would not be so great or there would be a 
milk price war.’ Specifically, this witness testified that one inter- 
mediary said : ** 


He thought if the price of the gallon jug was raised to a 
closer margin that it would prevent the milk war. 


As a result of these warnings this independent did raise his price 
5 cents per gallon and held it for 10 days at stores and 15 days on retail 


* Record, pp. 224-225. 
7 Record, p. 83. 

8 Record, p. 84. 

® Record, p. 108. 

0 Id., pp. 2-30. 

1 Record, p. 3, 4, 90. 
2Id., p. 4. 
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routes but reduced when other dairies similarly selling gallon-jug 
milk had not raised their prices.** 

This witness testified that his basic cost of fluid milk was 46 cents 
er gallon and that the lowest he could sell to the stores and cover 

is costs of operating his plant was 65 cents a gallon (wholesale). 
Yet, during the price war competitors were delivering 2 half-gallon 
cartons of milk to the stores for 52 cents per gallon.** Another wit- 
ness testified that the gallon-jug price reached a low of 45 cents per 
gallon which was 1 cent below the actual cost of the raw milk.* The 
witness mentioned previously attributed part of the enmity toward his 
operation as due to his starting to sell milk in gallon jugs to stores 
only a year before, although he had been in the business of delivering 
milk to the homes since 1922.%* 

Another witness operating an independent dairy serving the Dallas 
area testified that he started in business in April of 1957 selling fluid 
milk only in glass containers and exclusively to grocery stores at 
wholesale prices. Sales never exceeded 1 percent of the Dallas mar- 
ket.7 Similarly, his prices on gallon jugs of fluid milk were 10 cents 
lower than the larger dairies were selling 2 half-gallon cartons of 
milk.’* Furthermore, he testified that he was making a fair profit.’® 

Throughout the summer of 1957, this witness testified he heard 
rumors and was called on by intermediaries in the trade, to the effect 
that a price war was in the offing if he did not raise his price on gallon 
jugs of milk so as to be within 4 cents per gallon of the prevailing 
prices on 2 half-gallon paper cartons of milk.” 

A further threat, due to the differential maintained between the gal- 
lon-jug price and the 2 half-gallon paper containers was that a large 
dairy doing 10 to 15 percent of the milk business in Dallas * had or- 
dered gallon bottling equipment and threatened to start selling gallon 
jugs of milk unless the differential was lowered to 4 cents per gallon.” 

This larger dairy did start operating its gallon-jug filling equip- 
ment, even offering to fill gallon jugs for the other large dairies at a 
charge of 10 cents per gallon over cost, though only 1, apparently, ac- 
cepted the offer on a small scale.** Immediately the price of milk fell 
in the Dallas area. The price dropped to below cost, until a differential 
of 4 cents between the gallon jugs and the 2 half-gallon cartons had 
been reached. A witness for the larger dairy contended they in- 
tended only to meet, and not undercut, competition. Yet milk sold 
as low as 30 cents a half gallon (2 half-gallon cartons for 59 cents) in 
the stores, and wholesaled to the stores at 26 cents per half-gallon * 
during the price war, and gallon jugs sold as low as 45 cents when the 
milk producers were receiving 46 cents per gallon for their raw milk.?* 
Sales were clearly below cost.” 


13 Id., p. 5. 

“4 Id., pp. 7, 82, 105. 

1% Td., p. 58. 

16 Record, p. 9. 

WTId., p. 10. 

%1d., p. 11. 

19 Id., pp. 11-12. 

2» Td., pp. 12, 59—60, 67. 
=. Record, P; 45. 

Id., pp. 12-15, 34, 51. 
*1d., pp. 54, 56, 58, 838. 119-120. 
*Id., pp. 15, 128. 
= 1d., p. 53. 

*I1d., pp. 97, 112. 





7 1d., p. 58. 
*1d., pp. 106-107. 
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This particular oe rreogge dairy operator, who handled milk only 
in gallon jugs, testified that during the first week of the price war in 
early December 1957 : *° 


I was approached by a real-estate agent or dealer, who 
informed me that he represented a local handler or a group 
of local handlers who wished to purchase my business, to run 
it for a limited time, and then slowly price it out of business 
until they permanently closed its doors. He subsequently 
made a cash offer for my business. 

ES * 2 BS * 


The offer that was made was on the basis of so much for 
my assets plus a fee for me to pay me directly over and above 
the cost of my assets and with an agreement that I would not 
do business within 50 miles of Dallas and Fort Worth for 5 
years. 


The real-estate agent mentioned contended, on the witness stand, 
that he must keep the confidence of his client, but did state that his 
client, while not involved in any place in Dallas, did have an interest 
in a Fort Worth dairy. But, he testified, he was trying to make a 
real-estate deal, and when he could not get a specific figure out of 
the independent dairy operator, he dropped the matter.” 

Another real-estate operator testified that a couple of weeks later 
he had an inquiry from a client who was interested in purchasing this 
same independent gallon-jug milk distributor. His client was en- 
gaged in the dairy business in Dallas. However, he confined his ac- 
tivities to inquiries and did not contact the distributor directly.” 

The obvious effect of any requirement that home-delivered milk be 
priced from 4 to 8 cents per gallon more than milk bought at stores 
would be to discourage the housewives from having milk delivered by 
the small and independent distributors to the homes; thus, the prospec- 
tive markets for the small and independent distributors were restricted 
at both the stores as well as at the homes. 


The Mexico, Mo., situation 


Testimony was presented during the course of the committee’s hear- 
ings in Kansas City, Mo., March 6-8, 1958, to the effect that on Febru- 
ary 7, 1958, National Dairy Products Corp., Foremost Dairies, Beat- 
rice Foods Co., Adams Dairy Co., and others reduced the wholesale 
price of milk in Mexico, Mo., to a level of 6 cents per half gallon in 
paper containers. Mexico, Mo., is approximately 100 miles northeast 
of Kansas City, Mo. The large distributors, who were selling milk 
in Mexico, Mo., on February 7-8, 1958, at 6 cents per half gallon 
wholesale, were paying approximately 40 cents per gallon for the raw 
milk they purchased from producers. 

The record shows that, prior to the pricing of milk at levels below 
cost in Mexico, Mo., in February 1958, the large distributors were con- 
cerned about the competition they were receiving from a regional 
and a small local dairy there. The local dairy was Haerer’s Dairy, 
Mexico, Mo. Its business was confined to that locality. It had under- 


*Id., pp. 12-13. 
*% Record, pp. 39-42. 
1 1d., pp. 43—44. 
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taken to sell milk in glass gallon jugs at. approximately 70 cents per 
gallon at a time when the large competing distributors were selling 
milk in small-size paper containers at prices from 80 to 90 cents per 
gallon. According to the testimony, the small, independent, loca] 
distributor suffered considerable damage by virtue of the sales below 
cost by its larger competitors. Later, the large distributors raised 
their prices to 49 cents per half gallon in paper containers.** 

A representative of the Adams Dairy Co., one of the large distribu- 
tors involved in that pricing activity, testified as follows: ™ 


Mr. Borron-Smirn. I want to ask one question of Mr. 
E. D. Adams, Jr. When you were testifying about Mexico, 
Mo., as I recall, you said that there was a dairy there which 
was neutralized by Sealtest. What did you mean by the word 
“neutralized” ? 

Mr. Apams, Jr. A year ago, they talked them into han- 
dling their product and delivering their milk, which, the next 
day, there would be a Sealtest Dairy. 

Mr. Bouron-Smiru. But you were describing a price- 
reduction situation, and I just wondered if “neutralized” 
implied that it was a price-war situation, which is—— 

Mr. Apams, Jr. They eliminated them. 

Mr. Botron-Smiru. They eliminated them ? 

Mr. Anas, Jr. They eliminated them as a competitor, and 
that had been done a year before. They had been struggling 
in that market a year before, years before. It can be shown 
that they have had trouble there before. 

Mr. Bouron-Smirnu. “Neutralized” meant eliminating 
them as a competitor ? 

Mr. Apams, Jr. Yes, sir. 


According to the testimony of a representative of the Adams Dairy 
Co., Blue Springs, Mo., its cost in pasteurizing, handling, and bottling 
fluid milk amounted to more than 8 cents per gallon.** It should be 
pointed out that those figures do not include the costs of transportation 
from the plant and the expenses of making delivery, advertising, 
selling, and a number of other items. 

The testimony received during the course of the hearings at Kansas 
City, Mo., showed that in that area less than 3 percent of the market 
had been captured by the small distributors who were selling fluid 
milk in glass gallon jugs. Indeed, their share of the market had 
declined from about 3 percent to approximately 2.85 percent of the 
market. Therefore, the sale of fluid milk in glass gallon jugs, while a 
ee factor, was never a sufficient factor to threaten the 


market’s position of the large distributors in either Dallas, Tex., or in 
the Kansas City area. 


2 Record, pp. 224—228. 
3 1d., p. 226. 
*P, 271, record of hearings before Subcommittee on Antitrust and Monopoly, Com- 


mittee on the Judiciary, U. S. Senate, entitled “Case Study of Incipient Monopoly in Milk 
Distribution.” 


*® Record, p. 174. 
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PRICE DISCRIMINATIONS BETWEEN AREAS 


The testimony of the small and independent distributors, who were 
engage din the sale and distribution of milk in glass gallon jugs, was 
to the effect that competing large nationwide distributors discrimi- 
nated in price by selling milk in some areas at a substantial profit, 
while in other areas they made sales at prices below cost where com- 
petition from the sale of milk in glass gallon jugs existed. 

The evidence is beyond dispute that prices at which a number of the 
large nationwide distributors sold milk in some areas in competition 
with the sale of milk in glass gallon jugs were at levels below cost.*” 
The record is also clear on the point that at the same time those large 
nationwide distributors were selling milk at prices substantially above 
cost in other areas.** 

Large distributors of dairy products presented less explanation for 
some discriminations practiced by them between areas than the 
explanations presented for the discriminations practiced because of the 
competition offered by small distributors selling milk in glass gallon 
jugs. For example, representatives of small and independent dis- 
tributors from the Upper Peninsula of Michigan testified that milk 
offered for sale by a large distributor of dairy products in the vicinity 
of Iron Mountain, Norway, Escanaba, and Houghton, Mich., was sold 
at prices in those far northern points near the Canadian border as low 
or lower than the same concern was offering the same quality of milk 
at and near its base of operations in Green Bay, Wis.* In that con- 
nection, it was pointed out that the milk thus being sold by that 
concern near the Canadian border was transported at considerable cost 
from Green Bay, Wis., and vicinity. 

Other small and independent distributors complained that large 
nationwide distributors during November 1957 sold milk at 1414 cents 
per half gallon wholesale in Topeka, Kans. (which milk in the raw 
state cost 20.8 cents per half gallon wholesale when purchased from 
producers), while at the same time they were selling milk of a similar 
quality in other areas at much higher prices and at levels substantially 
above cost.*° 

The record is replete with evidence that the nationwide distributors 
of dairy products and other large regional distributors have practiced 
discriminations in prices, charging higher prices in localites where 
competition from small and independent local distributors was not a 
bothering factor than they charged for similar products in localities 
where competition from small and independent distributors proved 
to be a bothering factor. Much of the history of those pricing prac- 
tices, which was made a ‘nate of the record, is in the form of answers 
made by the large distributors to a questionnaire submitted to them 


%Td., pp. 2-18, 224-227 and p. 520 of appendix to pt. II of record. 

* Record, pp. 108, 225, 226, and p. 520 of appendix to pt. II of record. 
% Td., pp. 83, 109, 182, 365, et seq. 

* Record, p. 315. 

“ Td., pp. 212—224 and 644 et seq. 
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by the chairman of the committee. The answers to the questionnaire 
have been printed as a part of the appendix to the record.* 

Earlier in this chapter of the report references have been made to 
the fact that Borden, Foremost, and other large distributors engaged 
in the selling of milk at prices below cost in Dallas, Tex., during 
December 1957. Officials of those companies acknowledged that when 
they were selling milk in Dallas at approximately 52 cents per gallon, 
or approximately 18 cents per gallon below cost, they were selling 
milk of like grade and quality in other areas at prices substantially 
above cost. For example, an official of Foremost acknowledged that 
at the time its prices were 52 cents per gallon in Dallas, they were 
above 90 cents per gallon in Waco, Houston, and Corpus Christi.** An 
official of Borden Co. made an acknowledgment to the same effect. His 
testimony on that point is quoted as follows: * 


Mr. MacIntyre. And in the other areas distant from Dallas, 
the price continued, so far as Borden was concerned, 90 cents 
to $1 ¢ 

Mr. Wiuson. Yes, sir. 


Also, as has been shown, large distributors indulged in selling milk 
at prices below cost in Topeka, Kansas City, and Mexico, Mo. For 
example, as has hanateifcid’ eet pointed out, the price in Topeka dur- 
ing November 1957, dropped to 141% cents per gallon, although the 
dealers paid the producers approximately 20 cents per half gallon for 
the raw milk. In Kansas City, where milk was being sold in half- 
gallon paper containers at prices of 29 to 35 cents per gallon, the prices 
paid by dealers for raw milk approximated 40 cents per gallon. In 
Mexico, Mo., on February 7, 1958, the resale of milk in half-gallon 
paper containers dropped to 6 cents at a time when producers were 
paid shprosaay 20 cents per half gallon for the raw milk. The 
record shows that at that time there were wide variations in the prices 
at which the large distributors were selling milk in those and other 
areas. Many of those variations in prices between those and other 
areas continued even after the prices in Topeka, Kansas City, and 
Mexico, Mo., had been raised to levels which would recover costs. On 
that point one of the witnesses testified at the hearing in Kansas City 
on March 6, 1958, to the following effect: ** 


In Kansas vity today the cost price to the dairies for class 
I (bottling) milk is $4.82 per hundredweight for milk with 
a butterfat test of 3.8 percent. Adjusted to the standard sell- 


“See record at pages indicated for the answers to the questionnaires relating to the 
activities of each of the following distributors : 


Pages 
TORGREIRE ED, SERENE COO io crerts cn wvidhinrannerainineinnics ings qed canal m 770-884 
he MroeGee Cel ei Se LE ea ee ae 845-902 
WasROee IRON BB cn tee seeitntisid eistewinidiniey 6 teil tals aia had ln ae 903-1077 
CE I SI ea a ice ao Sn pcre epenkon Soto etn ining at aad eens en teats elie 1078-1114 


Beatrice Foods Co 
Oe Ce Site act eprdcnp cngennpteamelatb amined 
Fairmont Foods Co 
Arden Farms Co 
RPGR Be, RG ncn cepewnesewencmmicisatssee inte eagle 
BEE DAE OO sis od iin kpc hjpntstieeotdhbh ded sass betQdbatbiee 
Adams Dairy, Inc 


# Record, pp. 109, 110. 
*® Id., p. 83. 
“ Record, pp. 182, 183. 
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ing butterfat test in the market this milk costs $4.62 a hun- 
dredweight or 20 cents a half gallon before processing. The 
quoted wholesale price is 39 cents a half gallo on, or a markup 
for processing, packaging, and delivery of 19 cents a half 
gallon. The following is a table giving comparable figures 
for other markets: 

Kansas City, cost of 20 cents, wholesale price 39 cents, the 
markup was 19. 

In Chicago the cost per half gallon is 18 cents, the whole- 
sale price is 41 cents, a markup of 23 cents. 

In New York the cost price is 26 cents, the wholesale price 
is 49 cents, a markup of 23 cents. 

In Dayton, Ohio, the cost is 19 cents, the wholesale price is 
40 cents, a markup of 21 cents. 

At Atlanta the cost is 28 cents, wholesale price is 48 cents, 
a markup of 20 cents. 

Miami, the cost is 29 cents, the wholesale price is 51 cents, 
a markup of 22 cents. 

Louisville, the cost is 19 cents, the wholesale price is 41 
cents, a markup of 22 cents. 

New Orleans, the cost is 25 cents, the wholesale price is 49 
cents, a markup of 24 cents. 

In Oklahoma City the cost is 22 cents, the wholesale price 
is 49 cents, a markup of 27 cents. 

In Dallas the cost is 24 cents, the wholesale price is 46 
cents, a markup of 22 cents. 

These figures were obtained from the Agricultural Market- 
ing Service Crop Reporting Board of the United States De- 
partment of Agriculture in their bulletin for February 1958. 
This chart clearly indicates that even under normal pricing 
policies the consumer in Greater Kansas City is receiving 
milk at a substantially lower markup than many other major 
markets. 


From the foregoing testimony it is clear that the variations in 
prices charged in one area from those charged in other areas is not 
accounted for by differences in the cost of the milk. Likewise, that 
fact is borne out by an abundance of evidence in the committee’s files 
secured from the United States Department of Agriculture providing 
information on prices paid by dealers for fluid milk and cream in each 
of many major consuming markets during the period from January 
1956 to March 1, 1958. That information and the tabulations of 
selling prices submitted by the large distributors were drawn upon for 
comparisons in an effort to ascertain to what extent, if any, the dis- 
criminations in prices between areas were accounted for by differences 
in the prices paid by dealers to producers for milk and cream. In 
making that comparison it was determined that the differences in 
prices, as a rule, are not accounted for by the differences in prices paid 
to producers for milk and cream. 

Complaints were made to the committee that large distributors of 
milk and other dairy products were selling at prices below cost in 
Topeka, Kans., and other nearby consuming markets. The complaints 
related particularly to the period of November 1957 and during the 
months that followed. It was alleged in the complaints that the 
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prices at which milk was being sold in Topeka, Kans., and. nearby areas, 
wholesale amounted to about 131% cents per half gallon in paper con- 
tainers or 27 to 28 cents per gallon. According to the testimony given 
by a representative of the De artment of Agriculture, at that time 
the price paid by dealers for the raw milk amounted to more than 40 
cents per gallon. In that connection the record shows that. the 
following large distributors were, as of November 1957, making sales 
in the Topeka area at prices below the cost of the raw milk: Beatrice 
Foods Co.,“ Fairmont Foods Co. 

In consuming markets north of Topeka to Kansas City, Kans., and 
Kansas City, Mo., the record shows that the National Dairy Products 
Corp. and others, including Adams Dairy Co., Blue Springs, Mo., 
were making sales of milk as recently as February 1958 at prices as 
low as 37 cents per gallon in 2 half-gallon paper containers. 

During April 1958 the record shows that National Dairy Products 
Corp.—Sealtest—advertised the sale of its special brand Vita-Lure, a 
skim milk product, refortified with 10 percent milk solids and reforti- 
fied with 2 percent butterfat content, at prices as low as 3 half gallons 


for 99 cents retail.“° The witness in testifying about this matter 
stated : °° 


I have had it told to me by a representative of National 
Dairies. I wouldn’t like to repeat his name at this time, be- 
cause I’m sure he would lose his job on it. 

The first time this ad appeared in the paper, I ran into 
him in the hotel and said, ‘What are you trying to do? It’s 
the craziest thing I ever saw.” 

He said, “Well, we’re meeting Dean’s competition of three 
for a dollar. That is below cost; so is ours.” 

* * * * * 


Mr. Witurncer. There is no question about this item bein 
below cost and I don’t think there is a man at the Nationa 
Dairies or in their accounting department or in their na- 
tional organization that wotild deny it under oath. (The 
information referred to follows :) 














Cents 
Price... <2. cscs ee ea eee 80 
23.4 
OWontmissteh . i605 lies ol 6 UL By LA 3. 744 
eR isn etrnierrpckenb thinned etn aie 27. 144 
OE ORES ROI coc cntinn-4 ors: retneten dealin eneainteeaiinienineasmdaluaia 1. 950 
TOTCene RUVET Co cabana sae awa kek gatadidteel ; 
Total... ccnccnsnsencarsncdiveselsoui<ucewesds ise 29. 394 
* * * * * 


The only thing I’m leaving out of their costs I can’t figure 
it because they are alien to our business, truck expense, ad- 


# Record, p. 167. 
“Td., pp. 1115-1280. 
“ Id., pp. 1312-1827. 
#Id., p. 306, and record of hearings before Subcommittee on Antitrust and Meungnlp, 
Committee on the Judiciary, U. 8. Senate, entitled “Case Study of Incipient Monopoly in 
Milk Distribution,” pp. 358, 360, 8364-867, 369-376, 383-385. 
#1Id., pp. 657-660. 
% Id., pp. 657 and 659. 


83302—59—-—-4 
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vertising through the national program, their administra- 
tion, sales department, office, depreciation, and so on. 


During July 1958 complaints were received by the committee from 
representatives of small and independent distributors of fluid milk in 
Fort Smith, Ark. They complained that Beatrice Foods Co., a large 
distributor of milk with more than 50 percent of the market in Tulsa, 
Okla., was moving in to replace the two small and independent dis- 
tributors of fluid milk in Fort Smith, Ark. They alleged that Be- 
atrice was undertaking to do that through the sale of fluid milk in 
Fort Smith at prices below cost. In that connection they pointed 
out in affidavits, which are now in the committee’s files, that the cost 
of milk in Tulsa, where Beatrice bottles the milk it sells in Fort 
Smith, is approximately 20 cents per half gallon, that the processing 
cost is.7 cents per half gallon, and that the delivery and selling costs 
amount to 9 cents per half gallon, making a total of 36 cents per half 
gallon; but that Beatrice Foods is presently engaged in buying milk 
in the Tulsa area, processing, bottling it, and shipping it to Fort 
Smith, and reselling it for prices as low as 28 cents per half gallon. 


PRICE DISCRIMINATION IN THE SALE OF EVAPORATED CANNED MILK 


A representative of a number of small and independent processors 
and distributors of evaporated canned milk complained that the Bor- 
den Co. has practiced price discrimination by selling evaporated 
canned milk under private label to large buyers at substantially lower 
prices, than it is selling its Borden brand.** It was poimted out that 
the discriminations thus practiced have resulted in the consumer pay- 
ing 9 cents more for 4 cans of the Borden brand packed by Borden 
than the consumer is asked to pay for 4 cans of the same milk packed 
by Borden under a private label.” In that connection, it was stated 
that Borden’s reported motives are that they have the facilities so “why 
not run them at full capacity regardless of what they had to do to 
dispose of the milk.” **’ It was alleged that this has been done to secure 
the best private label accounts in the United States and to curry favor 
with the large supermarkets and to drive the independents out of this 
field.** An additional contention was made that— 


Another factor in this unfair pricing picture resolves into 
Borden selling private label at a lesser price than its regular 
standard brand milk—some 50 or 60 cents per case less than 
the independent can sell for—which enters into retail compe- 
tition with other private label brands just across the street 
and also enters into competition with Borden’s regular stand- 
ard brand in the same locality.® 


That complaint was presented to the committee during the course 
of a public hearing on April 22, 1958. The testimony was to the effect 
that Borden is currently selling its Borden brand of evaporated canned 
milk at $6.60 a case for forty-eight 1414-ounce cans, and is putting 


51 Record, pp. 574-579. 
62 Id., p. 576. 
% Loc. cit. 
54 Loe. cit. 
% Id., p. 581. 


DAIRY PRODUCTS 17 


the identical product under private label and into the market to large 
buyers at from $1 to $1.25 per case less than the $6.60 price apply- 
ing on the Borden brand. According to the testimony, “the only dif- 
ference is a piece of paper around the can.® 


It was also testified that: 


Accounts that have gone to Borden because of the current 
ridiculous pricing situation are lost to us because it is im- 
possible for the private-label packer to meet such prices. We 
estimate, though we cannot definitely state, that Borden has 
in the past 12 months taken on private-label business repre- 
senting somewhere between 600,000 to 750,000 cases on an 
rr basis and maybe more. In addition to this, Borden 
has for the past 8 to 10 years been selling Safeway Stores 
their private-label milk at prices which exclude the independ- 
ents from this business. If Borden is permitted to continue 
their present sales methods and prices, they will absolutely 
eliminate all small packers.” 


On the day that testimony was presented to the committee, the 
Federal Trade Commission issued a complaint against Borden (FTC 
docket No. 7129), alleging that Borden had unlawfully discriminated 
in price in the sale of its canned evaporated milk in violation of the 


Robinson-Patman Act. In its complaint, the Federal Trade Com- 
mission— 


* * * alleged that Borden has recently entered the pri- 
vate-label field and is selling the same grade and quality of 
evaporated milk under private label at unjustifiably lower 
prices than those at which it sells under the Borden label 
to the competitive injury of other manufacturers of cann 
evaporated milk. Those manufacturers who sell only private- 
brand products are particularly vulnerable to this type of 
price discrimination.™ 


The testimony was to the effect that the discriminations in prices 
charged large and small buyers have increased in recent years in the 
sale of canned milk, with the large buyers buying the canned milk 
under private labels at much lower prices than the small buyers were 


paying for the milk under regular brand names. On that point, a 
witness stated : ® 


Over a period of years, the spread between the advertised 
brands and the independent unadvertised brands, as well as 
private-label brands, was from 15 to 50 cents per case. How- 
ever, since Borden actively entered the private-label field in 
1956, the spread has been greatly increased because the buyers 
of private label, not supplied by Borden, were trying at all 
times to buy their milk at prices so that they would be able to 
compete with the chain grocers and supermarkets supplied by 
Borden’s very low prices. 


% Record, p. 582. 
*1d., p. 582. 
%1Id., p. 718. 

* Record, p. 576. 
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Quantity discounts, rebates, and advertising allowances have ap- 
plied in the sale of milk and other dairy products. In some instances, 
the quantity discounts have amounted to as much as 25 percent in 
sales to large buyers below the prices paid by small buyers who pur- 
chased in small quantities.” 


A PROGRAM STEMMING FROM FEDERAL MILK MARKETING ORDERS 


Mr. Harvey L. Richards, Sr., president, Hygeia Dairy Co., Har- 
lingen, Tex., testified * that his base of operations is located in the 
Rio Grande Valley between Corpus Christi, Tex., and the Mexican 
border, but that his principal market for fluid milk and other dairy 
products is in Corpus Christi and Houston, Tex., a considerable dis- 
tance to the north of the location of his plant in Harlingen. He 
pointed out that in Corpus Christi, Tex., he is compelled to compete 
with such large, nationwide distributors as Borden Co., and Carnation 
Co. He pointed out that those large competitors secured their sup- 
eo of milk and cream in the area to the west and northwest of 

orpus Christi in the direction of San Antonio, Tex. He said that, 
by virtue of the application of Federal milk-marketing orders in the 
areas where he secures supplies of milk and cream, and in the areas 
where his competitors, Borden Co. and Carnation Co., secure their 
supplies of Sak and cream, his competitors pay lower prices than he 

ays, and that they enjoy a further competitive advantage over him 
in that their cost of transporting milk into Corpus Christi is lower 
than his cost in transporting it from the Rio Grande Valley. He com- 
plained at length about this disadvantage stemming from the appli- 
cation of Federal milk-marketing orders. 

It was pointed out that usually each of the small and independent 
distributors operates in only one restricted area of the country, while 
the large distributors are able to buy milk in one area and ship it into 
other areas. It was contended that in some instances the Federal 
milk-marketing orders are so drawn and administered as to provide 
undue discriminatory advantages to the large distributors, who are 
able to operate in a number of markets simultaneously.*? 


PRICE DISCRIMINATION THROUGH USE OF SPECIAL PROMOTIONAL DEALS 


More than 60 small and independent distributors of milk and other 
dairy products doing business in Kansas and Missouri * complained 
regarding discriminatory practices of Adams Dairy Co., Blue Springs, 
Mo.; Adams Dairy, Inc., St. Louis, Mo.; National Dairy Products 
Corp.; Borden Co.; and a number of other large processors and dis- 
tributors. They testified * that much of the discrimination about 
which they were complaining took the form of differentials in net 
prices stemming from promotional deals. For example, it was testi- 
fied that although the cost of raw milk, under the terms of Federal 
milk-marketing orders, was 20.88 cents per half gallon,® the large dis- 


© 1d., pp. 770-1400. 

“© Td., pp. 18 et seq. 

@ Record, pp. 18 et seq. 
®1d., pp. 176-177. 

* Id., pp. 178-334. 
®1d., p. 215. 
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tributors against whom the complaints were being made. had been ad- 
vertising and selling milk at 131% and 14 cents per half gallon when 
purchased in lots of 2 half-gallon paper containers. 

Small and independent processors and distributors of milk and other 
dairy products have asserted that one of their major competitive prob- 
lems is that of securing display space for their products in retail out- 
lets. They have claimed that their larger competitors have all but 
preempted the display space and pushed the small-business concerns 
out of the retail establishments. They have claimed that this has been 
done by virtue of deals made by the large distributors with retail out- 
lets.°7 In that connection, it was asserted that at least one large dis- 
tributor had made arrangements with operators of retail outlets to 
not only cut down on the display space to be made available to small 
and independent distributors, but also arrangements were made with 
operators of retail outlets to offer products of the small and independ- 
ent distributors at higher retail resale prices than the products of the 
large distributors.®* 

The pricing data subpenaed from the Great Atlantic & Pacific 
Tea Co., the Kroger Co., and Safeway Stores, Inc., by the Subcommit- 
tee on Antitrust and Monopoly of the Committee on the Judiciary, 
United States Senate, in connection with its “Case Study of Incipient 
Monopoly in Milk Distribution,” shows that Adams Dairy Co., Blue 
Springs, Mo., and Adams Dairy, Inc., St. Louis, Mo., extend to those 
3 large chainstore organizations special prices, rebates, advertising 
allowances and special promotional deals, which result in those buyers 
switching most of their purchases from small and independent dis- 
tributors of dairy products to the 2 Adams companies.” Officials of 
the Great Atlantic & Pacific Tea Co., Kroger Co., and Safeway Stores, 
Inc., who testified during the course of these hearings before the 
House Small Business Committee, acknowledged that in Missouri 
and adjacent areas they were purchasing from the Adams Co. most 
of the dairy products they were offering for resale.” 

The testimony of another witness on the point that arrangements 


between large distributors and chains eliminated small distributors 
was to the following effect : ™ 


Twenty-five years ago there were approximately 400 
dairies serving the Greater Kansas City market alone. The 
first of the chain dairies to locate in Kansas City was the Na- 
tional Dairy Corp. which purchased the Chapman Dairy Co., 
at that time the largest company in the market. This was 
in line with their policy of being the No. 1 company in any 
market they served. They were followed into the market 
by the Borde. Co. Since World War II three other major 


*Id., pp. 214~218 ; see also pp. 196, 206, 211, 220-224, 230, 238-240, 243-250, 257-258, 
261-268. 

* Record, pp. 204, 207, 235, 246, 271, 278, 278, 282, 285, 287, 300, and FTC dockets 
Nos. 6172 6179. 

®Id., pp. 274 and 284. 

® Pp. 312- 873, hearings before Subcommittee on Antitrust and Monopoly, Committee on 
the Judiciary, U. S. Senate, entitled “Case Study of Incipient Monopoly in Milk Dis- 
tribution.” 

7 Record, see testimony of Harold Offer, grocery merchandiser, Kroger Co., Kansas City 
division, pp. 419-434; Ira R. Bartels, Atlantic & Pacifie Tea Co. 4, PP 393-415 ; and John 
ed manager Kansas City division, Safeway Stores, pp. 434—4 

7” p. 179 





DAIRY PRODUCTS 


national operators have purchased local concerns and started 
doing business in this market. 

In 1940, 75 percent of the milk sold in Greater Kansas 
City was delivered directly to the home by the dairies. 
Twenty-five percent of the milk was purchased by the con- 
sumer through grocery store outlets. Today that ratio has 
been reversed. Now 75 percent of the milk is purchased in 
grocery stores. 

In 1940, the Adams Dairy Co., of Blue Springs, Mo., began 
supplying milk to the A. & P., Kroger, and Safeway Stores. 
In the post-World War II years these three companies have 
vastly increased their volume of grocery business in Greater 
Kansas City, and during this period the sale of home-deliv- 
ered milk has been its most rapid decline. Kansas City is 
unique in that in other major markets these three large 
grocery chains are usually served by the large dairy chains. 

Locally there is only one other retail grocery organization, 
the Milgram Food Stores, that occupies a position in the re- 
tail grocery market comparable to the position of the three 
large national chain grocers. The Milgram stores obtain 
their milk from the Borden Co. and Sealtest. 


There is considerale testimony to the effect that representatives of 
Adams Dairy Co. and Adams Dairy, Inc., made arrangements with 
representatives of the A. & P. Tea Co., Kroger Co., and Safeway 
Stores, Inc., which would operate to exclude the sale of competitive 
dairy products on the retail outlets of those chainstore organiza- 
tions. There is an abundance of testimony to the effect that those 
arrangements include the reduction of display space available to the 
independent distributors.” The arrangements also included an under- 
atti tiny that the products of small and independent distributors could 
not be offered in promotional activities through a given retail outlet 
at the same low prices that the products of the Adams Co. could be 
offered. Loans of cash and equipment were made available by the 
large distributors to various customers in order to persuade them to 
switch from the products of the small and independent distributors.” 

Supplementing the effect of the pricing practices of the large dis- 
tributors, and their arrangements with officials of large chainstore 
organizations to exclude the products of the small and independent 
distributors of dairy products from the retail stores, were efforts to 
require the small and independent distributors to price their products 
at prices from 4 to 8 cents per gallon for home delivery above the retail 
prices charged for milk at the stores.” 

Coupled with the efforts of the larger distributors to maintain a 
higher price for home deliveries than the price at which milk is being 
me at retail through stores were efforts to prevent a large spread be- 
tween the price of milk sold in glass gallon jugs and milk sold in 
containers of other types and sizes. 


™ Record, pp. 204, 207, 235, 246, 271, 273, 278, 282, 285, 287, and 300. 

7 Record, PP: 274 and 284. 

™ Pp. 785-791, record of hearings before Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, U. S. Senate, entitled “Case Study of Incipient Mono 
in Milk Distribution,” affidavits in the files of the House Small Business Committee, an 
Federal Trade Commission dockets Nos. 6172-6179. 

% Record, pp. 7, 12, 208, 224, 239, 241, 249, 251, 257, and 2938. 
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SALE OF DAIRY PRODUCTS AT PRICES BELOW COST 


As shown above, the testimony and other evidence is to the effect 
that the large distributors in their sale of dairy —— at discrimina- 
tory prices made sales of fluid milk in half-gallon paper containers at 

rices as low as 6 cents per half gallon (or 12 cents per gallon) in 

exico, Mo., 1314 cents per half gallon (or 27 cents per gallon) in 
Topeka, Kans., 26 cents per half gallon (or 52 cents per gallon) in 
Dallas, Tex., and at 3714 cents per gallon in 2 half-gallon paper con- 
tainers in the Kansas City, Mo., area. Also, we have wt fonts the 
testimony and other evidence of record that the large processors and 
distributors of ice cream, in the sale of that product at discriminatory 
prices, made sales in the Kansas and Oklahoma areas at prices as low 
as $1.40 per gallon. 
Milk costs 


It did not prove difficult to secure reliable information regardin 
the prices paid by dealers for their raw materials; namely, milk an 
cream. Statistics available in the offices of the United States Depart- 
ment of Agriculture provided information regarding prices paid by 
dealers for milk and cream in most of the principal consuming markets 
throughout the country. 

Representatives of the Department of Agriculture cooperated in 
preparing and furnishing the staff of the House Small Business Com- 
mittee with tabulations containing information showing the prices 
an by dealers for milk and cream in the principal consuming mar- 

ets during the period from January 1956 through February 1958. 
Those tabulations are in the files of the committee. From that and 
other information collected by the House Small Business Committee 
during the course of its investigation of this matter, it has been ascer- 
tained that purchasers of fluid milk in a given market for distribution 
in that menue as fluid milk, as a rule, pay the same prices for milk of 
like grade and quality. 

While prices paid hy dealers in one consuming market do vary from 
the prices paid by dealers in other consuming markets, those differ- 
ences are not sufficiently great to account for the differences in the 
prices at which the distributors resell the milk in most instances. For 
example, as of January 1, 1956, wholesale prices paid and received for 
fluid milk, adjusted to 3.5 percent butterfat content and as sold in half- 
gallon containers, showed that for New York City dealers paid 27.4 
cents for a half gallon of milk that resold at wholesale for 44 cents, 
while in Washington, D. C. the dealers paid 28.5 cents for an equal 
quantity of like grade and quality of milk, which they resold at whole- 
sale for 43 cents. As of February 7, 1958, dealers in Kansas City, Mo., 
were paying 19.8 cents for a half gallon of milk adjusted to 3.5 percent 
butterfat content, and reselling milk of that grade and quality in half- 
gallon containers wholesale at 26 cents. On the same date dealers were 
paying the same price for the milk they purchased for resale in Mex- 
1C0, Mo., but were reselling it there at 6 cents per half gallon whole- 
sale. 

Prof. G. W. Starr, professor of business administration, Indiana 
University, has conducted a series of studies sponsored by the Milk In- 
dustry Foundation on the cost of milk distribution. at series of 
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studies began in 1941 and has been made annually since 1952. The re- 
sults of one of the studies published quite recently was entitled “Milk 
Processing and Distribution Costs, 1956.” It was included in the 
record of the subcommittee’s hearings on this subject. They studied 
the operations of 425 plants in 342 cities and towns scattered through 
45 States and the District of Columbia. Only Rhode Island, Utah 
and Nevada are not represented in that report. The companies, 
whose figures are included in the analysis of the cost data reported, 
operated 12,477 retail routes; 4,558 wholesale routes; and 2,046 mis- 
cellaneous routes, a total of 19,081 routes. They paid an average 
price for milk amounting to $5.45 per hundred pounds, and the aver- 
age retail price for a quart of milk in their resale of milk for home 
delivery was 24.2 cents per quart as of the end of 1956. That was on 
the basis of average butterfat content of 3. 8 percent.” 

According to the studies made by Professor Starr and various pub- 
lished data in the files of the committee, the prices paid by dealers for 
raw milk utilized by the dealers and distributors in bottling and dis- 
tributing fluid milk claimed approximately 50 cents per gallon or one- 
half of the revenues from the sale of fluid milk. The cost of handling, 
pasteurizing, and filling the cartons with fluid milk ranged from 6 to 
8 cents per gallon, exclusive of the cost of the cartons, It appears that 
the cost of cartons was 3.2 cents per half-gallon paper carton.”® 

According to Professor Starr, other costs such as selling, deliveries, 
general administrative costs (including taxes and insurance), and 
depreciation amounted to 20 cents of each sales dollar.” 

Ice cream costs 

Complaints were made to the committee to the effect that the large 
processors and distributors of ice cream were making sales at prices 
below cost. One of those complaints was made by Mr. George Arm- 
strong of the Armstrong Ice Cream Co., Wichita, Kans. In that 
connection it was pointed out that on January 28, 1957, the National 
Dairy Products Corp. set a price of $1.40 a gallon for ice cream in 
Wichita, Kans., as it had duri ing November 1957, and also that it had 
sold sherbert as low as $1.12 in Wichita with higher prices elsewhere 
as much as $1.75 per gallon.** It was alleged that the low prices in 
Wichita were at levels below cost. 

One independent manufacturer and distributor of ice cream in 
Louisville, Ky., complained about the National Dairy Products Corp.— 
Sealtest—engaging in sales below cost in that market. He testified 
that the low prices were being made by National Dairy Products 
Corp. to gain the business of the large chainstore organizations. In 
that connection he stated : ** 


Your chainstores and multiple stores all get special dis- 
count rates, and special advertising allowances, which are 
not available to what we term your Mom and "Pop stores. 

* * * * * * * 


76 wee pp. 727-734. 


71d 
2p, 174, record of pearing? before the Subcommittee on Antitrust and Mono opoly, 
Committee on the Judiciary, U. 8. Senate, March 5-7, 1958, regarding a Case Study of 


eth Monopolies in Milk ‘Distribution. 


 Id., pp. 4H. et seq. 
st Record, p. 330. 
82 1d., p. 653. 
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Mr. Witi1neer. Our company varies around a percenta 
oint of 3 percent of the gross sales in Louisville in the milk 
usiness. 

Our ice-cream business we are about ready to throw up our 
hands on. I have complained to the Federal Trade Com- 
mission on it. We have never filed a suit on it, because we 
are the largest independent ice-cream dealer in the city of 
Louisville, our major competitors being Sealtest, Borden, 
Swift, Mendowiead and what percentage we have of that 
would be so infinitesimal that I would be ashamed to admit 
it, and, on top of that, our gross sales have fallen off about 
46 percent in 1957 over 1956. 


Quite recently the committee received important factual data in 
the form of affidavits from small and independent manufacturers of 
ice cream and related dairy products, located and doing business in 
Oklahoma City and other Oklahoma markets. Those affidavits were 
placed in the committee’s files and do not appear in the printed record 
of the hearings before the committee. In fact they were not received 
by the committee until July 1958. The committee’s public hearings 
were closed April 25, 1958. In brief, they allege that Swift & Co. 
has engaged in the sale of ice cream and related dairy products in 
Oklahoma City, and in the surrounding consuming markets, at prices 
ranging from 32 to 34 cents per half gallon wholesale. Milk used 
in the manufacture of ice cream in Oklahoma City and surrounding 
consuming markets is for the most part produced in that area. <Ac- 
cording to the best information available to the committee, it cannot 
be purchased at prices which would permit the manufacture and sale 
of ice cream at 32 to 34 cents per half gallon and still cover all costs 
involved. This matter was submitted to the Antitrust Division of 
the Department of Justice for attention and appropriate action. 

An examination of the pricing data submitted to the committee by 
the large manufacturers and distributors of ice cream (record, pp. 

70-1400) discloses that a number of the large nationwide manufac- 
turers and distributors of ice cream have in some localities apparently 
made sales at levels below cost. Again, it is clear that variations in 
the cost of the milk and cream used in the production of ice cream 
could not, as a rule, be shown as the basis for the variations in the 
prices at which ice cream is sold by the manufacturers. For example, 
according to information received from the United States Department 
of Agriculture, the cost of milk and cream used in ice cream produced 
in Miami, Fla., on January 21, 1956, would have cost more than $4 
per hundredweight delivered. Yet, a national distributor was sellin 
ice cream at that location at that time at $1.40 per gallon in half- 
gallon packages. The same manufacturer was buying milk and cream 
for use in the manufacture of ice cream produced therefrom at prices 
higher than $1.40 per gallon in half-gallon packages. 

In a number of affidavits placed in the files of the committee, small 
and independent distributors have asserted that the large processors 
and distributors of ice cream and other dairy products make loans 
of refrigerating cabinets, other equipment, and cash to retail outlets 
in order to secure the exclusion of the products of small and inde- 
pendent distributors from the premises of those retail outlets, Testi- 
mony was received from Government officials to the effect that numer- 
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ous complaints were made to the Federal Trade Commission regarding 
this practice.” 

Testimony was presented regarding discrimination in prices be- 
tween areas in the sale of ice cream. For example, it was pointed 
out that National Dairy Products Corp. and other nationwide proc- 
essors and distributors during 1957 quoted and sold sherbets in Wich. 
ita, Kans., for prices as low as $1.12 per gallon, while quoting and 
selling such products at much higher prices in other areas.* The 
testimony about the sale of ice cream was to the same general effect on 
the point of discriminating in prices between areas. 

Quite recently (September 1958) a number of small and independ- 
ent manufacturers and distributors of ice cream, operating in various 
localities in Oklahoma, submitted affidavits to the committee for in- 
clusion in the committee’s files stating that Swift & Co. has been 
engaging in the sale of ice cream and related dairy products in Okla- 
homa City and surrounding consuming markets at prices substantially 
below cost. 

There is available in the committee’s files definite information 
relating to the cost of the manufacture and distribution of ice cream. 

Also, it is noted that the International Association of Ice Cream 
Manufacturers published a report in April 1958 covering a survey 
it had made of costs of manufacturing and distributing ice cream. 
Since the report of that survey stressed detailed expense items in- 
volved in and related to the transportation of ice cream, the report 
is entitled “Trucking and Delivery Analysis, 1956” ; however, on page 
7 of that report is set forth an analysis of the costs of manufactur- 
ing, handling, and selling and distributing ice cream. It is entitled 
Re pense Dollar—Ice Cream and Related Products, United States, 
1956.” It shows that the total cost of a gallon of ice cream, based 
on weighted averages, equaled $1.5044 in 1956. It shows that the 
cost of milk products included therein was $0.4360. Its report on 
the cost of that item is reasonably close to the reported cost of that 
item as included in the data compiled by the United States Depart- 
ment of Agriculture on prices paid by dealers for milk used in the 
manufacture of ice cream during 1956. Also, the total figure of 
$1.5044 as the cost of a gallon of ice cream for 1956 reflects reason- 
ably the cost data appearing in the records of an ice cream manu- 
facturer. The eel of that manufacturer showed its total cost in 
producing a gallon of ice cream in 1956 to be $1.3703, exclusive of 

neral and administrative costs and before taxes, insurance, and 

epreciation. That compares with the cost data of the International 
Association of Ice Cream Manufacturers for 1956 to $1.3398. In view 
of this information and other reliable information in the files of the 
committee, it appears that these figures reflect approximately the 
cost of manufacturing ice cream during 1956. 


THE PROBLEM OF MERGERS 


It has been shown that the three largest nationwide processors and 
distributors of dairy products have acquired and absorbed hundreds of 
independent processors and distributors in the last few years. 


* Record, pp. 716-717. See also pp. 785-791 of record of hearings before Subcommittee 
on Antitrust and Monopoly, Committee on the Judiciary, U. 8. Senate, March 5—7, 1958, 
regarding a Case Study of Incipient Monopoly in Milk Distribution. 

* Record, pp. 829-884. 
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A small and independent distributor of dairy products from Ames, 
Iowa, testified that the Borden Co. has reeently engaged in a war of 
destructive competition through a unit it had acquired in Ames, Towa, 


— recently.*® ; 
ther representatives of small and independent processors and dis- 
tributors complained about the nature and extent o uisitions, mer- 


gers, and consolidations, which have been occurring in the dairy indus- 
try in recent years. They pointed out that the large nationwide dis- 
tributors through such action are obtaining a strong and overpower- 
ing position in the distribution of dairy products.** An official of the 
Federal Trade Commission testified about actions undertaken by that 
agency to halt this trend toward alleged undue concentration in the 
distribution of dairy products. In his testimony he stated :*7 


Complaints charging violation of section 7 of the Clayton 
Act have been issued by the Commission against four of the 
largest dairy companies in the country. The first of those 
complaints was issued against the Foremost Dairies, Inc. 
(docket 6459), on January 17, 1956. It is contended under 
this complaint that Foremost illegally made 48 corporate ac- 
quisitions and 9 noncorporate acquisitions for a total of 52 
dairy concerns during the preceding 5-year period. During 
this period Foremost’s net sales increased from approximately 
$48 million in 1950 to $388 million in 1955, principally as a re- 
sult of these acquisitions. 

In addition to the Foremost case, the Commission has 
charged the National Dairy Products Corp., the Borden Co., 
and Beatrice Foods Co. with making illegal acquisitions. 
The National complaint covers 22 corporate and 18 noncor- 
porate acquisitions; the Bordon complaint covers 83 corporate 
and 47 noncorporate acquisitions; and the Beatrice com- 

laint covers 44 corporate and 87 noncorporate acquisitions. 
n 1955 these companies’ net sales totaled—National Dairy 
$1,260 million; Borden, $810 million; and Beatrice, $325 
million. 

In these cases certain of the acquired concerns were com- 
petitors of the respondent at the time of acquisition. In many 
of the acquisitions, however, the respondent entered a new 
geographical area by buying a company with which it did 
not compete. These cases, therefore, squarely raise the issue 
as to whether it is legal for these national dairy concerns to 
acquire, one after another, local and regional dairy concerns 
who are not competitors. It is contended that this continuin 
practice may substantially lessen competition or tend dotard 
eo within the meaning of section 7 of the Clayton Act. 

In addition to the Clayton Act charge, each of these com- 
plaints alleges that the acquisitions have violated section 5 of 
the Federal Trade Commission Act. These charges include 
acquisitions not covered by section 7 of the Clayton Act; 


® Record, p. 644. 
“Td., pp. 16—18., 224, 575, et seq. 
*? Record, p. 715. 
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namely noncorporate acquisitions and those of concerns not in 
interstate.commerce. In reversing an order of the hearing 
examiner dismissing these charges in the Foremost case, the 
Commission ruled that such acquistions of concerns not tech- 
nically within the scope of the Clayton Act may constitute 
violations of the Federal Trade Commission Act. 

The Supreme Court of the United States in the Eastman 
Kodak case (FTC v. Eastman Kodak Co., 274 U. S. 619) 
held that the Commission had no authority under section 5 to 
order divestiture of acquired assets. However, it is believed 
that an order can be issued under that section which would 
prohibit future illegal acquisitions. The Commission, of 
course, does have the power to order divestiture of acquisitions 
prohibited by the Clayton Act. In these cases the relief 
sought is divestiture of all acquisitions covered by section 7 
of the Clayton Act and an order prohibiting all future illegal 
acquisitions. 

All of these cases are still in litigation. The Foremost case 
in chief has been completed (case in chief closed August 9, 
1957) and it is before the hearing examiner for decision on 
Foremost’s motion to dismiss the complaint for failure of 
proof. Detailed briefing of this motion has been required by 
the hearing examiner because of the necessity of considering 
the facts as to each of the many acquisitions involved. 


CONCENTRATION IN THE DISTRIBUTION OF DAIRY PRODUCTS 


According to information furnished by the large distributors and 
placed in the files of the committee, it is shown that the dollar volume 


sales for the top eight distributors and processors of dairy products 
for the year 1957 were as follows: 


EE TUNITY BION FIO inte standin nsec sean nine $1, 432, 319, 000 
Oe eee PSS Seb ke cae de ein eceippens 931, 221, 000 
Wereieies Deairides dnei ik 6tok dh Aoi 415, 141, 000 
I a sieges asin: epee sage main iealealaties etc 368, 640, 000 
a I A tenn sehen eipintiaeiadiel 342, 087, 000 
ne Re eR ec gs wtorniegnensente acoder ae iiaes 256, 158, 000 
eee ne ee ee SS eee 184, 602, 000 
Wairment Péode: Oo. iccvseses- i a 102, 821, 000 

ETNIIEI sinion sana Aiciecorscasst anita penare aired nian tieiaaaidiae aiden Ae ane 4, 032, 989, 000 


The dairy products sold by these 8 distributors and all of the other 
thousands of distributors in the United States, were produced by 
1,475,000 dairy farmers. The total revenues from sales made by those 
dairy farmers in 1957 approximated $4 billion or about the same 
amount in terms of dollars accounted for in the total of the sales by 
the top 8 distributors of dairy products in the United States. 

Much of the concentration in the dairy industry has been brought 
about by acquisitions, mergers, and consolidations. The 3 largest 
firms have acquired more than 1,000 formerly independent: processors 
and distributors of dairy products. Largely through this process of 
— independent firms, one of the large nationwide processors 
and distributors of dairy products increased the volume of its net sales 
between 1932 and 1955 b 38,706.89 percent. Each of the three top 


* Federal Trade Commission Docket No. 6495. 
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nationwide processors and distributors of dairy products have en- 
joyed a phenomenal increase in its net sales during the past 10 years; 

he following tabulations and charts dramatically demonstrate the 
rate of that phenomenal increase: 


NATIONAL DarrRy Propucts Corp. 
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THE BorDEN Co. 
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Likewise, each of these three top nationwide processors and dis- 
tributors of dairy products enjoyed a phenomenal increase in its 
earnings during the past 10 years. Information bearing on that aspect 
of the matter is set forth as follows: 

NATIONAL Dariry Propucts Corp. 
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THE BorvDEN Co. 
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CHAPTER IV 
CONCLUSIONS 


The committee concludes and finds that : 

1. The dairy industry is not only important because of its size, but 
also because the products of the industry are vitally needed by all 
of the population. 

2. It is vitally important that competition be maintained and pre- 
served in the sale and distribution of dairy products. 

3. Small and independent processors and distributors have pro- 
vided a substantial amount of price competition in the sale of dairy 
products. 

4. Much of the competition provided by small and independent 
processors and distributors of dairy products has stemmed from the 
low nondiscriminatory prices at which they made their sales reflect- 
ing efficiency and economy in operations, such as, for example, the sale 
of milk in glass gallon jugs and in the operation of small family- 
owned plants, where close, strict supervision of the operations was 
applied. 

5. A small increase in the sales activity by any small processor or 
distributor of dairy products has brought a quick response from large 
competing distributors, usually in the form of drastic price reductions 
in the particular locality involved. 

6. In a number of instances where large competitors sought to com- 
bat the price competition of small and independent processors and 
distributors of dairy products, the large distributors lowered their 
prices to levels below cost in particular localities, while at the same 
time maintaining much higher prices in other localities. 

7. It has been from the higher of the discriminatory prices charged 
and collected by the large distributors that they have been able to 
secure revenue sufficient to more than offset the losses incurred through 
the sale of dairy products in any particular locality at prices below 
cost. 

8. Almost all of the small and independent processors and dis- 
tributors do only a limited business and usually confine it to a par- 
ticular locality and are, therefore, in no position to engage in the 
practice of price discrimination between areas as their large competi- 
tors have done. 

9. In some areas the large processors and distributors of dairy 
products have engaged in price discrimination and in making sales 
apparently below cost with no showing that it was done to meet an 
equally low price of a competitor in a given market. This is especially 
true respecting the sale of ice cream by Swift & Co. in various Okla- 
noma consuming markets; by National Dairy Products Corp. in 
Wichita, Kans. ; and in the sale of milk by several large distributors in 
Mexico. Mo.; Topeka, Kans. ; and Kansas City, Mo. 
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10. Frequently, efforts of a large distributor such as Adams Dairy 
Co. of Blue Springs, Mo., to establish itself as a pape market factor 
in a given consuming market, resulted not only in sales at levels 
apparently below cost but also involved the making of advertising 
allowances and entering into arrangements for the exclusion of prod- 
ucts of competitors from retail stores where Adams products were 
being offered for resale. 

11. A competitive practice used by large processors and distributors 
of dairy products has been the making of arrangements with retail- 
store operators to reduce the amount of display space to be made avail- 
able in the retail stores to small and independent processors and dis- 
tributors. Sometimes this has included the granting of rent-free re- 
frigeration cabinets, cash financing, and other items contributing to 
the promotion of exclusive dealing in the products of large dis- 
tributors. 

12. Small and independent processors and distributors of dairy 
products have been informed by representatives of large competing 
distributors that if the small concerns would agree to maintain prices 
at higher levels, especially for home deliveries, than the levels to be 
maintained through retail stores, all price levels would be raised. 

13. The small concerns have eat that private agreements in re- 
straint of trade do not provide solutions for the problems they face in 
their efforts to survive the discriminatory practices of their large 
competitors. 

14. Also, private agreements to maintain or increase prices not. only 
failed to provide the solution to the problems faced by small and in- 
dependent concerns, but they operated to the detriment of the public 
interest and appear to cut across and conflict with the public policy 
against restraints in trade. 

15. The discriminatory pricing practices and other above enumer- 
ated competitive practices of some of the large processors and distribu- 
tors of dairy products threaten the continued existence of large 
numbers of small and independent processors and distributors. That 
conclusion of the committee is amply supported by a large amount of 
testimony and other evidence in the record. It was dramatically 
pointed up by one witness who testified to the following effect : ** 


If Borden is successful in its present price drive in elimi- 
nating all or some of the independent packers, the end result 
is obvious. 

They will then have a virtual monopoly and when that time 
arrives, and it is rapidly approaching, they need no longer 
carry on such a wide spread in prices as now exists between 
their own brand and the private label brand about which we 
are speaking. Iam sure you realize how difficult it is for our 
small independent companies to ferret out what a large con- 
cern like Borden has been and is doing in the market. Our 
group of independent packers, and other small independent 
packers not of our association, represents the product outlet 
for thousands of dairy farmers, provides employment for 
hundreds of wage earners, and is a substantial factor in in- 
dustry in small American grassroot communities. 


® Record, pp. 582, 583, 584. 
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I would also like to bring out one of the things that we 
must guard against. It has become the practice of a large 
company if they wish, whether in avapereten milk or some 
other line of business, to knock the socks out of the market. 
There might be a farmer on the edge of a town selling a little 
milk from a roadside stand and they would use that price as 
representative of the market. 

* * * * * of * 


I would like to bring in here a point also that I think is 
most important to consider. 

By selecting the very large supermarkets and giving them 
this advantageous price in my opinion Borden is twice guilty, 
because they are guilty of violation of the law in so selling 
those fellows and they are guilty as a cooperator with the 
large supermarkets to put the small supermarkets out of 
business. A small supermarket cannot stand a differential 
of 6 to 7 percent. Supermarkets make a profit, I believe, 
of 1 to % percent on their sales. So how in the world can 
the fellow across the street who has to pay an independent 
packer 50 or 60 cents a case more compete with this big super- 
market fellow who is getting Borden’s favorite price on 
private label ? 

Looks like Borden is conniving with the real big operators 
in the field to drive out their competitors, too. So I say they 
are twice guilty. 

* * * * * * a 


I say to you frankly, gentlemen, the laws must be made so 
watertight that lawyers, no matter where they graduated 
from or what position they hold in our economy, cannot 
break them. 

Otherwise, we might just as well say that the milk in- 
dustry—and I dislike to say this—will be nationalized within 
15 years. 

16. In some areas Federal milk marketing orders have been so 
framed and administered as to result in small processors and dis- 
tributors of dairy products paying higher prices for fluid milk than 
the prices paid by larger competing distributors. An example of 
this is the Federal milk marketing order as it applies in the marketing 
of milk in the San Antonio and Rio Grande Valley areas of Texas 
os resale in the consuming markets of Corpus Christi and Houston, 

ex. 

17. Unless change in these practices and conditions is effected, the 
end result is obvious. There will be fewer processors and distributors 
of dairy products. Therefore, even in a growing economy, a larger 
volume of business will be concentrated in the hands of fewer parties. 
A trend to such a result is contrary to the public interest and the 
public policy against monopoly and monopolistic practices. 

18. Positive action should be taken by all branches of the Govern- 
ment to alleviate and, if possible, remedy this situation. 


CHAPTER V 
PROSPECTIVE RELIEF 


UNDER EXISTING LAW 


Action by the Department of Justice 

The Department of Justice is authorized and empowered under and 
through several sections of the antitrust laws, section 3 of the Robin- 
son-Patman Act, and various other provisions of the law, to proceed 
against acts, practices, and conditions destructive of competition, in 
restraint of trade, the creation of monopoly, and attempts to monop- 
olize. Not only is the Department of Justice thus authorized and 
empowered, but also it is made clear in section 4 of the Sherman Anti- 
trust Act, section 15 of the Clayton Antitrust Act, and various other 
sections of antimonopoly law, that “it shall be the duty of the several 
district attorneys of the United States, in their respective districts, 
under the direction of the Attorney General, to institute greta all 
to prevent, restrain, and to punish for acts, practices, and things for- 
bidden in such laws. 

It appears that of the various provisions of law administered by 
the Department of Justice, the two that provide the most promising 
prospects for use in dealing with the problems discussed in this report 
would be section 2 of the Sherman Antitrust Act and section 3 of the 
Robinson-Patman Act. Section 2 of the Sherman Antitrust Act is 
to the following effect : 


Every person who shall monopolize, or attempt to monop- 
olize, or combine or conspire with any other person or per- 
sons, to monopolize any part of the trade or commerce among 
the several States, or with foreign nations, shall be deemed 
guilty of a misdemeanor, and, on conviction thereof, shall be 
punished by fine not exceeding five thousand dollars, or by 
imprisonment not exceeding one year, or by both said punish- 
ments, in the discretion of the court. 


Section 3 of the Robinson-Patman Act provides that— 


It shall be unlawful for any person engaged in commerce, 
in the course of such commerce, to be a party to, or assist in, 
any transaction of sale, or contract to sell, which discrimi- 
nates to his knowledge against competitors of the purchaser, 
in that, any discount, rebate, allowance, or advertising serv- 
ice charge is granted to the purchaser over and above any 
discount, rebate, allowance, or advertising service charge 
available at the time of such transaction to said competitors 
in respect of a sale of goods of like grade, quality, and quan- 
tity; to sell, or contract to sell, goods in any part of the United 
States at prices lower than those exacted by said person else- 
where in the United States for the purpose of destroying 
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competition, or eliminating a competitor in such part of the 
United States; or, to sell, or contract to sell, goods at unrea- 
sonably low prices for the purpose of destroying competition 
or eliminating a competitor. 

Any person violating any of the provisions of this section 
shall, upon conviction thereof, be fined not more than $5,000 
or imprisoned not more than one year, or both. 


A third section of substantive law, which the Department of Justice 
has the duty to enforce, is subsection (a) of section 2 of the Clayton 
Antitrust Act, as amended by the Robinson-Patman Act. The sub- 
stantive provisions of that section of the law provide: 


That it shall be unlawful for any person engaged in com- 
merce, in the course of such commerce, either directly or in- 
directly, to discriminate in price between different purchasers 
of commodities of like grade and quality, where either or any 
of the purchases involved in such discrimination are in com- 
merce, where such commodities are sold for use, consump- 
tion, or resale within the United States or any Territory 
thereof or the District of Columbia or any insular possession 
or other place under the jurisdiction of the United States, 
and where the effect of such discrimination may be substan- 
tially to lessen competition or tend to create a monopoly in 
any line of commerce, or to injure, destroy, or prevent com- 
petition with any person who either grants or knowingly 
receives the benefit of such discrimination, or with customers 
of either of them. 


Several provisos inserted in that section ofthe law follow the sub- 
stantive provisions of the section. Those provisos substantialy restrict 
the application of the section. That is especially true of the proviso 
appearing in subsection (b). It is known as the good-faith proviso. 
It is to the following effect : 


That nothing herein contained shall prevent a seller rebut- 
ting the prima facie case thus made by showing that his lower 
price or the furnishing of services or facilities to any pur- 
chaser or purchasers was made in good faith to meet an 
equally low price of a competitor, or the services or facilities 
furnished by a competitor. 


In a case brought by the Federal Trade Commission against Stand- 
ard Oil Company of Indiana in an effort to enjoin that firm’s price 
discriminations in the metropolitan area of Detroit, and where the 
effect of the discriminations had been found to substantially lessen 
competition and to have a tendency to create a monopoly, the Supreme 
Court of the United States (340 U. S. 231) held that section 2 (a) of 
the Clayton Antitrust Act, as amended, could not be used to stop the 
Standard Oil Co. from continuing its discriminations. It reached 
that decision after ruling that the good-faith proviso afforded an 
absolute defense to a charge of price discrimination regardless of the 
effects and results of the discrimination to competition. The decision 
in that case was handed down in 1951. For several years bills have 
been introduced (H. R. 11 and §S. 11, 84th Cong.; H. R. 11 and S. 11, 
85th Cong.) to remedy the weakness in the law found by the Supreme 
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Court in the Standard Oil Co. case. The bills have failed to receive 
eee because of the strong peer voiced by representatives of 
the major oil companies and others. In fact, representatives of the 
Department of Justice have voiced opposition to H. R. 11 and S. 11.°° 

Although the Antitrust Division of the Department of Justice has 

roceeded in a large number of cases to enjoin and punish parties 

ecause of violations of the antitrust laws, it has, nevertheless, pro- 
ceeded in very few instances to utilize the three above-quoted sections 
of law to enjoin or punish parties for violations involving discrimina- 
tions in price or sales at unreasonably low prices, including those at 
levels below cost. Included in those few instances, however, are two 
notable cases. One was brought against the Great Atlantic & Pacific 
Tea Co., at Danville, Ill., almost 20 years ago. In it the Department 
of Justice won a signal victory." The second case is that of United 
States v. Safeway Stores, Inc. That case involved both criminal and 
civil actions. The criminal action was filed in the northern district of 
Texas, Forth Worth division, July 7, 1955 (criminal action No. 9564) . 
It included charges of violations of section 2 of the Sherman Act and 
section 3 of the Robinson-Patman Act. To that action Safeway Stores, 
Inc., and its president, L. A. Warren, plead nolo contendere. The 
Court, therefore, adjudged the defendants guilty as charged and as- 
sessed fines totaling $180,000 and committed defendant, L. A. Warren, 
toa term of 1 year in prison, but then proceeded to place the defendant 
on probation.” 

Immediately following the institution of criminal proceedin 
against Safeway Stores, the Department of Justice filed civil proceed- 
ing against Safeway Stores, charging violation of section 2 of the 
Sherman Act.** That proceeding was concluded through the entry 
of a consent decree. The decree enjoined Safeway Stores from 
operating any store or department thereof below the cost of doing 
business for the peryors of attempting to monopolize or monopolizing 
the sale of food or food products at retail in any part of the United 
States or for the purpose of or with the natural and probable effect of 
destroying competition or eliminating a competitor engaged in the sale 
of food or food products at retail. Other provisions of the decree were 
equally strong in enjoining the activities of Safeway Stores related 
to attempts to monopolize through the sale of merchandise at prices 
below cost. 

Several other investigations and proceedings have been undertaken 
by the Department of Justice against similar practices but few of 
those were concluded with any worthwhile results. In only three 
other cases did the Department of Justice proceed formally charging 
violation of section 3 of the Robinson-Patman Act because of sales at 
unreasonably low prices. They included the case of U.S. v. American 
Petroleum Institute (Civil No. 8524 D. D. C.), YU. S. v. Bowman 
Dairy Company, and U. S. v. Borden Company (No. 48 Criminal, 
361 and 362, N. b., Ill). All of those cases were dismissed. 


* Record, p. 691. 

" Great Atlantic & Pacific Tea Co. v. U. 8., 67 F. Supp. 626 (BH. D., Ill., 1946), 173 F. 2d, 
79 (7 Circuit 1949). 

® Record, pp. 739-749. 

8 Id., pp. 754-755. 

“ Id., pp. 757-764. 
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Currently the Department of Justice is proceeding against the Bor- 
den Co. and Bowman Dairy Co. on the bein of charges that those 
companies are discriminating in price in violation of subsection (a) 
of section 2 of the Clayton Antitrust Act, as amended by the Robinson- 
Patman <Act.*%* A representative of the Department of Justice 
testified : *” 


That case is now being prepared for trial. Incidentally, 
it is, to my recollection the first time that the Department of 
Justice will be involved in the arduous task of proving a civil 
Robinson-Patman Act violation. 


In that connection it was pointed out that the Federal Trade Com- 
mission has usually been looked to by the Department of Justice to 
undertake proceedings under subsection (a) of section 2 of the Clayton 
Act, as amended by the Robinson-Patman Act, and for that reason 
the Department of Justice had not been proceeding in such cases. 

From the foregoing it can be seen that the Department of Justice 
has not been very active in prosecuting cases involving practices such 
as are involved in the problems which were presented to this committee. 
However, there is promise of stepped-up activity in that regard.** 
Information has just been received by the committee to the effect that 
the Department of Justice is moving to convene grand juries to con- 
sider some of these problems. 

It is clear that section 2 of the Sherman Act and section 3 of the 
Robinson-Patman Act afford prospects for a degree of relief if vigor- 
ously enforced against the acts and practices involved in the problems 
presented to the committee. 

Action by the Federal Trade Commission 

The Federal Trade Commission is authorized and empowered under 
several sections of law to proceed against practices such as are involved 
in the problems which have been presented to this committee. Its 
primary authority is found in section 5 of the Federal Trade Com- 
mission Act. There the Commission is empowered and directed to 
prevent persons, partnerships, and corporations from using unfair 
methods of competition in commerce and unfair or deceptive acts or 
practices in commerce. Although the words “unfair methods of com- 
petition” and “unfair or deceptive acts or practices” are not defined by 
the statute and their exact meaning is often in dispute, the courts have, 
nevertheless, determined from time to time as a matter of law that 
certain acts and practices and courses of action are included within the 
broad sweep of those words. The Supreme Court of the United 
States has held that if a course of action “is against public policy 
because of its dangerous tendency unduly to hinder competition or to 
create monopoly, it is within the power of the Commission to make an 
order forbidding its continuation.” ®” Also, the Federal Trade Com- 
mission is authorized and empowered to exercise concurrent jurisdic- 
tion with the Department of Justice and to proceed against discrimina- 
tions in price violative of subsection (a) of section 2 of the Clayton 
Antitrust Act, as amended by the Robinson-Patman Act. That sec- 
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1d., p. 678. 

% Td., p. 675. 

® Federal Trade Commission v. Beechnut Packing Co. (257 U. S. 441, 454); see also 
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tion of the law has been quoted and discussed above in a subsection 
relating to actions by the Department of Justice. The Federal Trade 
Commission has taken the position that subsection (a) of section 2 of 
that law should be stoungtiondad through the enactment of H. R. 11 
and S. 11. As recently as April 30, 1958; the Federal Trade Com- 
mission presented to this committee its suggestions for strengthening 
the sections of the law it is charged with the duty to enforce. In that 
connection it informed the committee to the following effect: ? 


The Supreme Court’s decision in the Standard Oil case, 
followed by the opinions of the Court of Appeals, Seventh 
Circuit, in the same matter (233 F. 2d 649 (1956) ), and the 
courts of appeals in Balian Ice Cream Co. v. Arden Farms 
(231 F. 2d 356 (C. A. 9, 1955)) and Brown v. Standard Oil 
Co. (238 F. 2d 54 (C. A. 5, 1956) ), make it clear that section 2 
(b) provides an absolute defense to all price discriminations 
regardless of the seriousness of the probable effect. The 
Commission is of the opinion that the objectives of H. R. 11 
and H. R. 398 are of sufficient importance to the effective 
operation of the Clayton Act that such legislation should be 
enacted without awaiting further case-by-case development 
under section 2 (b) as presently worded. 


The Federal Trade Commission is not authorized and empowered 
to enforce the provisions of section 2 of the Sherman Antitrust Act or 
the provisions of section 3 of the Robinson-Patman Act. The en- 
forcement of those provisions rests solely with the Department of 
Justice. 

The FTC is authorized and empowered to proceed under only one 
section of law, which specifically forbids the practice of price dis- 
crimination. That section is subsection (a) of section 2 of the Clay- 
ton Act as amended by the Robinson-Patman Act. Earlier in this 
report, it was pointed out that the thrust of subsection (a) of section 2 
has been blunted substantially by virtue of the Supreme Court’s de- 
cision in the case of the Standard Oil Company of Indiana. In the 
face of the handicap presented by the decision in the Standard Oil case, 
the Federal Trade Commission has, nevertheless, quite recently under- 
taken a number of investigations and institutec a number of proceed- 
ings in an effort to find a solution for some of the problems currently 
plaguing small-business men engaged in the processing and distribu- 
tion of dairy products. 

It has issued complaints charging * Borden Co., Beatrice Foods Co., 
Pet Milk Co., Arden Farms Co., Carnation Co., Fairmont Foods Co., 
Foremost Dairies, Inc., National Dairy Products Corp., and H. P. 
Hood & Sons with the use of unfair methods of competition in the sale 
of ice cream in violation of section 2 of the Federal Trade Commis- 
sion Act. The practices to which the complaints are directed include 
supplying ice-cream cabinets to retail dealers without charge, making 
loans of money with and in some instances without interest, and sup- 
plying or financing the purchase of ice-cream cabinets and other equip- 
ment. It is further alleged in the complaints that as a result of these 


1 Record, p. 699-713. 
21d., p. 708. 
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practices a substantial number of frozen-products dealers are now 
selling the ice cream and related products of those companies to the 
exclusion of products of other manufacturers, with the further result 
that a substantial number of the small manufacturers, with insufficient 
resources to carry on such practices, have had to sell out or merge with 
these large companies, or to go out of business entirely. 

The mentioned ice-cream cases were instituted by the Federal Trade 
Commission in 1954. The hearings have dragged slowly, but now 
there is prospect of an early disposition of the cases by the Commis- 
sion. There is some prospect of worthwhile results flowing from 
these cases. 

Quite recently the Commission has instituted proceedings in Wash- 
ington, D. C., against the Chestnut Farms-Chevy Chase Dairy Co., a 
subsidiary of National Dairy Products Corp., and against that con- 
cern in Toledo, Ohio, charging it with discriminatory practices viola- 
tive of the Robinson-Patman Act. The first of those two cases has been 
concluded through the issuance of an order to cease and desist. The 
second case is now in the course of trial. 

Also, the Commission has issued formal complaints charging the 
Borden Co, with discrimination in price in the sale of fluid milk in 
the Wilmington, Del., area and in the sale of evaporated canned milk 
in violation of the Robinson-Patman Act.‘ The first of those cases 
has been concluded through the entry of a consent by Borden to the 
issuance of a cease-and-desist order. The second case, that dealing 
with the charge that Borden is discriminating in price in the sale 
of evaporated canned milk, is not yet in the course of trial, the com- 
plaint having been issued on April 22, 1958. 

In addition to the ice-cream cases mentioned whove and the milk 
cases involving the price-discrimination practices, the Commission 
has instituted cases against four of the largest dairy companies, 
charging them with unlawful mergers and acquisitions. The four 
companies which are alleged to have thus violated section 7 of the 
Clayton Aci are National Dairy Products Corp., Border Co., Fore- 
most Dairies, Inc., and Beatrice Foods Co.° Those cases are in the 
course of trial. 

Quite a number of additional complaints regarding alleged unfair 
competitive practices in the processing and distribution of dairy 
products have been made the subject of investigation by the Federal 
Trade Commission.°® 

It would appear from all of these actions that a measure of relief 
could be expected for the small and independent processors and dis- 
tributors of dairy products. However, representatives of a number 
of small concerns have complained to the committee about delays in 
the Federal Trade Commission proceedings. They feel that these 
proceedings should be expedited. Also, the Commission has been 
criticized for its issuance of limited complaints against each of a 
number of the large dairy concerns. For example, the belief has been 
expressed that the Commission, instead of issuing a number of com- 
plaints against Borden and then against National Dairy Products 
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Corp., charging in each such complaint one of those companies with 
discriminating in price in a particular area in violation of the law, 
should have issued a complaint broad enough to have covered price 
discrimination activities of such company in any area of the country. 
It has been stated that to have proceeded under a broad complaint 
of that character would have afforded an opportunity to secure the 
needed relief through fewer proceedings. 


Action by the Department of Agriculture 


The Secretary of Agriculture is authorized and empowered under 
the Packers and Stockyards Act (7 U. S. C. 194) to proceed against 
“unfair, unjustly discriminatory, or deceptive practice or device in 
commerce” and against the making or giving “in commerce, any undue 
or unreasonable preference or advantage to any particular person or 
locality in any respect whatsoever.” 

It is clear from the terms of the Packers and Stockyards Act that 
whenever a “packer” engages in any of the practices above enumer- 
ated in the processing and sale of dairy products, the Secretary of Ag- 
riculture is clothed with authority to enjoin those practices. Likewise, 
it is clear from the Packers and Stockyards Act that “the Federal 
Trade Commission shall have no power or jurisdiction so far as relat- 
ing to any matter which by (the Packers and Stockyards Act) is made 
subject to the jurisdiction of the Secretary (of Agriculture), except 
when the Secretary of Agriculture, in the exercise of his duties,” shall 
request of the Federal Trade Commission that it make investigations 
and report in any case.’ Under such circumstances the Federal Trade 
Commission is precluded from proceeding against discriminatory 
prices by Swift & Co., or any other packer engaged in the sale and dis- 
tribution of dairy products. 

According to information secured from representatives of the De- 
partment of Agriculture, the Secretary of Agriculture has proceeded, 
under the Packers and Stockyards Act, since 1921 in only three cases 
against unjust discriminatory practices. One of those involved Ar- 
mour & Co. and Swift & Co.’ in 1939; another involved a case against 
Swift & Co. in 1955; ° and a third involved a case against the David- 
son Meat Co., a subsidiary of Wilson & Co., filed on August 15, 1957.*° 

The first of those cases, the one against Armour & Co. and Swift & 
Co., was instituted in 1939. The order entered by the Secretary was 
set aside by the court." The second of those cases charges that Swift 
& Co. has been engaging in supplying ice cream cabinets to retail 
dealers without charge, making loans of money with or without inter- 
est, supplying or financing the purchase of ice cream cabinets and 
other equipment, in an unjust and discriminatory manner in violation 
of the Packers and Stockyards Act. Thus, the proceedings in that 
case closely parallel the proceedings instituted by the Federal Trade 
Commission against National Dairy Products Corp., Borden Co., and 
others in its “ice cream cases.” However, the Department of Agricul- 
ture has not pressed its case against Swift & Co. toa conclusion. Some 
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hearings have been held, but all of the evidence in support of the 
complaint has not been presented. Part of the delay has been for the 
purpose of allowing the trial of the Federal Trade Commission cases 
to proceed first. be 

In the third case regarding discrimination brought by the Depart- 
ment of Agriculture under the Packers and Stockyards Act against 
Davidson Meat Co., a subsidiary of Wilson & Co., no aspect of the 
dairy industry appears to be involved. That case is being readied 
for trial. 

From the record of the Secretary of Agriculture it is shown that 
no case has been concluded under the Packers and Stockyards Act 
which would afford small-business concerns relief from discriminatory 
practices. The pending Swift & Co. case presents the prospect of the 
first such instance of relief under the Packers and Stockyards Act for 
small-business men from discriminatory acts and practices. 


PROPOSALS FOR NEW LEGISLATION 


The Walter Page proposal 


The Walter Page, general manager of the Midland Cooperative 
Dairy Association (an organization of small processors and distribu- 
tors of dairy products), Syracuse, N. Y., presented testimony to the 
committee in which he not only particularized regarding the problems 
faced by small and independent concerns in the processing and distri- 
bution of dairy products, but also made suggestions for new legisla- 
tion, which he believed necessary to assist small-business concerns in 
their efforts to cope with these problems. 

One of the sidcbibiatis hi ghlighted through the testimony of Mr. Page 
is the need of small-business concerns to secure speedy relief from 
destructive trade practices. He pointed out that often before relief 
can be secured under existing law, the victimized small-business con- 
cerns have been forced out of business. In that connection he made 
a proposal for an amendment to the laws to provide for preliminary 
injunctive relief. His testimony in presenting that proposal is to the 
following effect : * 


Due to the slowness of our enforcement divisions, and I 
say this with no bitterness on the subject because I believe 
that. our enforcement divisions of the United States Govern- 
ment are terribly overloaded at the present time because 
we have so many sinners in the camp, I offer the following 
suggestion as an amendment to the Robinson-Patman Act. 

When a formal complaint is entered with Federal Trade 
Commission, by one or more of a group of small concerns, 
operating either in a limited area and/or on a few items of 
an industry against a large and formidable company oper- 
ating in all lines of an industry and often with diversified 
interests this formal complaint should go before a committee 
of 3 members of the Federal Trade Commission, who shall 
make a prompt preliminary investigation of the formal com- 
plaint, not taking more than 30 days. If they have reason- 
able belief that the complaint justified a complete detailed 
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investigation then they should order the company, against 
whom the formal complaint is lodged, to discontinue the 
practice pending further investigation, final hearings, and 
conclusion. 

Gentlemen, you cannot let a thing like this go. Last week 
one of our people lost another customer. It would be just like 
picking on this man here and starting a fight and he calls a 
policeman and the policeman stands by and says, “I’ve got to 

ro back and read the law, because he is smaller than this fel- 
ow and maybe the other fellow is rougher, I’ll go back and 
look.” Finally I knock him out. The policeman finally comes 
= and says the case is settled. Heisgone. The big fellow 
is bigger. 

ote gentlemen, you have got to get this thing down so the 
action is prompt. A fire chief does not go and look at a fire 
and then afterward call out his engines. He brings his en- 
gines with him and that is what must be done. 

Large companies know the laws as they have large expen- 
sive legal organizations. Sometimes one wonders whether 
these legal organizations are employed to keep the company 
operating within the laws and whether they are engaged in 
finding ways to evade the laws. 


Proposals for legislation providing preliminary injunctive relief 
have been made by others. One such recent proposal would authorize 
the Federal Trade Commission to “issue preliminary orders requiring 
any respondent” charged with an unlawful acquisition or merger in 
violation of section 7 of the Clayton Act to maintain the acquired cor- 
poration as a separate spueung business entity, where the Commis- 
sion would have found that any part or all of any order to cease and 
desist and divest, which it would have jurisdiction to issue, might be 
impaired or rendered ineffectual if the acquired corporation or prop- 
erty should not be maintained as a separate operating business entity 
pending the resolution of the issues in the litigation. 

The Federal Trade Commission has not recommended the enactment 
of that proposal nor of the proposal made by Mr. Page for the issuance 
of preliminary injunctions. 

Proposals for amendments to existing law 


Legislation was introduced to amend the Clayton Act so as to sup- 
plement existing laws against unlawful restraints and monopolies b 
providing that violations of the Robinson-Patman Act shall consti- 
tute violations of the antitrust laws. That bill was prompted by the 
5-4 decisions of the Supreme Court of the United States im the cases 
of Nashville Milk Company v. Carnation Company and Safeway 
Stores, Inc. v. Vance (355 U. S. 373 and 389). The effect of enacting 
H. R. 10243 would be to nullify the decisions in those cases. 

The ruling by the Supreme Court in the Nashville Milk Co. case 
means that Sune existing law small and independent business con- 
cerns will not be permitted to use section 3 of the Robinson-Patman 
Act in proceedings against unlawful selling at unreasonably low 
prices even though such practices result in the creation of monopoly. 
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The effect of that decision is to limit the use of section 3 of the Rob- 
inson-Patman Act to criminal cases instituted by the Government. 
Section 3 provides that— 


It shall be unlawful for any person engaged in commerce, in 
the course of such commerce, to be a party to, or assist in, any 
transaction of sale, or contract to sell, which discriminates 
to his knowledge against competitors of the purchaser, in 
that any discount, rebate, allowance, or advertising service 
charge is granted to the purchaser over and above any dis- 
count, rebate, allowance, or advertising service charge avail- 
able at the time of such transaction to said competitors in 
respect of a sale of goods of like grade, quality, and quantity, 
to sell, or contract to sell, goods in any part of the United 
States at prices lower than those exacted by said person else- 
where in the United States for the purpose of destroying 
competition, or eliminating a competitor in such part of the 
United States; or, to sell, or contract to sell, goods at unrea- 
sonably low prices for the purpose of destroying competition 
or eliminating a competitor. 

Any person violating any of the provisions of this section 
shall, upon conviction thereof, be fined not more than $5,000 
or imprisoned not more than one year, or both. 


The court in the Nashville Milk Co. case held that section 3 of the 
Robinson-Patman Act is not a part of the antitrust laws of the United 
States and, therefore, cannot be used by small-business men as a basis 
for private civil proceedings for treble damages. 

The proposed legislation would change that result by redefining 
the “antitrust laws” by broadening the definition to include section 3 
of the Robinson-Patman Act. That would be accomplished through 
an amendment to section 1 of the Clayton Act. 

The provisions of H. R. 10243 are as follows: 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
the first paragraph of the first section of the Act entitled 
“an Act to supplement existing laws against unlawful re- 
straints and monopolies, and for other purposes”, approved 
October 15, 1914 (15 U.S. C. 12), is amended by inserting 
immediately before “and also this Act” the following: “sec- 
tion 3 of the Act entitled ‘An Act to amend section 2 of the 
Act entitled “An Act to supplement existing laws against 
unlawful restraints and monopolies, and for other purposes”’, 
approved October 15, 1914, as amended (U. S. C., title 15, 
sec. 13), and for other purposes’, approved June 19, 1936;”. 


The Federal Trade Commission, Small Business Administration, 
and the Department of Justice have reported that they are in favor 
of this legislation. In that connection the Federal Trade Commis- 
sion stated : 


The Commission favors the legislation for the reason that 
it would have a salutary effect upon private enforcement. 


In that connection it should be pointed out that section 3 of the 
Robinson-Patman Act invests the Department of Justice to proceed 
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under it in criminal cases. Even where the Department of Justice 
is successful in such cases, the fines which could be secured for viola- 
tions will not prove sufficient either as deterrents to future violations 
or provide redress to the injured parties for damages suffered by virtue 
of the violations. 

It has long been recognized that the help of all citizens is needed 
for the effective enforcement of our antitrust laws and is supporting 
public policy. It was that thought that prompted Con to in- 
clude in the Sherman Antitrust Act of 1890 and in section 4 of the 
Clayton Antitrust Act of 1914 provisions giving private parties the 
right to sue in private litigations for threefold the damages sustained 
and the cost of the suit including reasonable attorney’s fees because 
of violations of the antitrust laws. 

At first few private parties made use of the rights thus extended to 
them for instituting civil proceedings under the antitrust laws. How- 
ever, according to a study made by the Department of Justice, private 
plaintiffs proceeded in more than 400 civil antitrust suits in the pe- 
riod from 1947 to 1952, inclusive. More than 130 of those cases were 
won. According to information apeparing at page 662, House Doce- 
ument No. 240, 85th Congress, more than 1,000 private civil anti- 
trust cases were filed in the 6-year period of 1951-56. That number 
exceeds the total number of all antitrust proceedings, criminal and 
civil, by the Department of Justice in the entire period from the date 
of enactment of the Sherman Act in 1890 to 1938. 


Additional proposals for amendments 


Another legislative proposal would amend subsection (b) of section 
2 of the Clayton Act, as amended by the Robinson-Patman Act, so as 
to provide that— 


Upon proof being made, at any hearing on a complaint 
under this section, that there has been discrimination in 

rice or services of facilities furnished, the burden of re- 
butting the prima facie case thus made by showing justifica- 
tion shall be upon the person charged with a violation of this 
section, and unless justification shall be affirmatively shown, 
the Commission is authorized to issue an order terminating 
the discrimination : Provided, however, That unless the effect 
of the discrimination may be substantially to lessen compe- 
tion or tend to create a monopoly in any line of commerce it 
shall be a complete defense for a seller to show that his lower 
price or the furnishing of services or facilities to any pur- 
chaser or purchasers was made in good faith to meet an equal- 
ly low price of a competitor, or the services or facilities furn- 
ished by a competitor. 


The changes in existing law, which would be effected through the 
enactment of such amendments, are that part of the above quoted pro- 
vision following the words “Provided, however.” 

A 5 to 3 decision by the Supreme Court of the United States 
in 1951 in the case of Standard Oil Company of Indiana v. Federal 
Trade Commission * prompted the introduction of the legislation pro- 
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posed in H. R. 11. That decision, in effect, held that a large concern, 
such as the Standard Oil Company of Indiana, is not to be considered 
to be engaged in discrimination in price in violation of the Clayton 
Act, as amended by the Robinson-Patman Act, when it is able to show 
that it did so through the meeting of an equally low price of a com- 
petitor. The Court held that it was immaterial that the discrimina- 
tions involved were shown to have had the effect of substantially 
lessening competition or tending to create a monopoly. 

Thus, as a matter of law the Supreme Court held that price dis- 
criminations are not to be considered as violative of the law when 
practiced in “good faith” regardless of the economic consequences. 

The “meeting competition” provision of section 2 of the Clayton 
Act of 1914 had proved an obstacle to Federal Trade Commission en- 
forcement of the provision against price discrimination. Therefore, 
in 1934 the Commission recommended that the law be strengthened so 
that the “meeting competition” provision could not operate as an 
obstacle to the enforcement of the law against destructive price dis- 
crimination practices.** In that connection the Commission concluded 
that unless the law should be strengthened in the manner in which it 
was proposing to narrow the “good faith” defense, it would remain 
unworkable and without effective enforcement. 

In the dissenting opinion in the Standard Oil Co. case of 1951, 
Justice Reed pointed out that one of the major purposes for the 
enactment of the Robinson-Patman Act in 1936 was to narrow the 
good-faith defense, since it, as it existed in the Clayton Act of 1914, 
had proven to be such a loophole frustrating the enforcement of that 
law. In that connection Justice Reed stated :*5 


What follows in this dissent demonstrates, we think, that 
Congress intended so to amend the Clayton Act that the 
avenue of escape given price discriminators by its “meeting 
competition” clause should be narrowed. The Court’s inter- 
pretation leaves what the seller can do almost as wide open 
as before. 


Subsequently, the Supreme Court of the United States on January 
27, 1958, in a 5-to-4 decision again dealt with the case of FTC v. 
Standard Oil Company of Indiana. In that instance it held that as 
a matter of fact the Standard Oil Company of Indiana had made out 
its case of “good faith” by showing that it had met an equally low 
price of a competitor. 

In that instance Mr. Justice Douglas, the Chief Justice, Mr. Justice 
Black and Mr. Justice Brennan dissented. Mr. Justice Douglas wrote 
the dissenting opinion in which he stated: 


The Court today cripples the enforcement of the Robinson- 
Patman Act (49 Stat. 1526; 15 U. S. C. 13( in an important 
area. 


The Committee on the Judiciary of the United States Senate, 
July 28, 1958, in Report No. 2010, reported favorably on S. 11, a com- 
panion bill to H. R. 11. In that report it made reference to these 


4FTC, Final Report on the Chainstore Investigation, S. Doc. No. 4, 74th Cong., ist 
sess., 51 (1984). 
1% Standard Oil v. FTC (p. 253). 


DAIRY PRODUCTS 47 


decisions by the Court, and other related decisions by lower courts, 
dealing with this problem, and stated : 


As a result of these decisions, the Robinson-Patman Act 
has been seriously weakened. It now affords no real protec- 
tion to competition. The public interest in a alae 
petition has been subordinated to private interest. e act 
has become largely a declaration of the right of sellers to 
discriminate in price to accommodate large buyers even 
though competition may be substantially lessened. 


Earlier, the Committee on the Judiciary of the House of Repre- 


sentatives, in reporting favorably on a similar bill in the 84th Congress, 
stated : %° 


Price discriminations favoring preferred buyers present a 
danger to the competitive enterprise system which is incon- 
sistent with the policy of the price discrimination statute. 
Firms can abuse their superior market position and engage 
in discriminatory practices that eliminate small suppliers 
and small retailers from the competitive scene. In practical 
effect the law as presently construed allows the private inter- 
ests of a discriminator to outweigh the public interest in 
preserving competitive opportunity at all levels of business 
activity. H. R. 1840 (H. R. 11) would reassert that the 
public interest in protecting the economy against discrimi- 
nations which may substantially lessen competition or tend to 
create a monopoly must prevail over private interests served 
by discrimination. 


As heretofore stated, the Federal Trade Commission has urged 
enactment of H. R. 11 and in that connection stated : 27 


The Commission is of the opinion that the objectives of 
H. R. 11 and H. R. 398 are of sufficient importance to the 
effective operation of the Clayton Act that such legislation 
should be enacted without awaiting further case-by-case de- 
velopment under section 2 (b) as presently worded. 


Representatives of the National Independent Dairy Association 
in testifying before the committee in the course of the hearings on 
the problems of small and independent processors and distributors of 
dairy products strongly urged enactment of H. R. 11.* 


SUMMARY 


From the foregoing, it is clear that small and independent business- 
men do not believe that existing laws are adequate to deal with the 
problems they presented to the committee during the course of the 
earings regarding price discrimination in the distribution of dairy 
products. Also, they do not believe that existing laws have been 
used to the extent possible by the enforcement agencies. Therefore, 


# See H. Rept. No. 2202, 84th Cong. 
Record, p. 708. 
% Id., p. ab7, 
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they are disheartened over prospects for relief from the practices 
about which they complain unless the enforcement machinery is 
speeded up for more effective enforcement of existing law and existing 
law is strengthened through the enactment of new legislation. The 
committee is in agreement that there is considerable room for im- 
provement in the enforcement of existing law and that there is need 
for strengthening existing law through the enactment of new 
legislation. 





CHAPTER VII 
RECOMMENDATIONS 


It is recommended that : 

1. The Department of Justice, the Federal Trade Commission, and 
the Department of Agriculture increase and expedite the use of pro- 
visions of existing law to bring to a halt the injurious and unfair 
competitive practices found by this committee to exist in the process- 
ing and distribution of dairy products. 

2. Congress should enact new legislation to strengthen the antitrust 
laws and provide relief from the injurious and unfair competitive 
practices herein found to exist in the dairy industry. 

3. Specifically, Congress should enact legislation which would (a) 
strengthen the antitrust laws by providing that the “good faith” de- 
fense of subsection (b) of section 2 of the Clayton Antitrust Act shall 
be a complete defense to a charge of unlawful price discrimination 
“unless the effect of the discrimination may be substantially to lessen 
competition or tend to create a monopoly”; (6) amend the Clayton 
Act so as to supplement existing laws against unlawful restraints and 
monopolies by providing that violations of section 3 of the Robinson- 
Patman Act shall constitute violations of the antitrust laws; and 
(c) amend section 11 of the Clayton Act to provide for the more 
expeditious enforcement of cease-and-desist orders issued thereunder, 
and for other purposes. 

4. The Department of Agriculture should review the Federal milk 
marketing orders with a view to taking such action as would be appro- 
priate to remove unjust discriminations in the prices paid by dealers 
for milk and cream. 
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I. INTRODUCTION 


The Select Committee on Small Business was reestablished in the 
85th Congress by the House of Representatives on January 31, 1957 
(H. Res. 56). By this resolution the committee was authorized to 
aaa studies and investigations of the problems of all types of small 

usiness. 

The committee received many complaints about the failure of law 
enforcement agencies to act timely and effectively under our anti- 
monopoly laws to protect small-business firms from predatory and 
other unfair trade practices. Many of the complaints were to the 
effect that when the law enforcement agencies acted, the action was 
not timely and that the delays prevented appropriate, timely and 
effective relief. Therefore, when the committee organized and an- 
nounced its program March 12, 1957, it was then stated that Subcom- 
mittee No. 1, under the chairmanship of Representative Joe L. Evins 
and with Representatives Sidney R. Yates, Charles H. Brown, William 
M. McCulloch, and Craig Hosmer (later replaced by Representative 
Arch A. Moore, Jr.) as members, would investigate and study law- 
enforcement activities affecting small business. 

Considerable investigation and study of this problem has been made 
by the staff under the direction of the chairman of Subcommittee No. 1. 
This has included the collection of data from the Antitrust Division 
of the Department of Justice, Federal Trade Commission, and the 
Packers and Stockyards Administration of the United States Depart- 
ment of Agriculture, including records of the enforcement activities 
of those agencies thought to involve or affect small business. These 
records and other information available regarding law-enforcement 
activities affecting small business, including the available information 
about the role of private antitrust enforcement in protecting small 
business, have been studied, tabulated, analyzed and summarized. 
It is on the basis of such summary that this report is founded. 
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Il. Recorps or ENFORCEMENT ACTIVITIES 


The Department of Justice and the Federal Trade Commission 
primarily have the responsibility for the enforcement of Federal anti- 
monopoly legislation directly affecting small business. Important 
legislation against practices affecting small business was included in 
the Packers and Stockyards Act of 1921. The authority and respon- 
sibility for the enforcement of that legislation was entrusted in the 
Secretary of Agriculture. The Packers and Stockyards Act of 1921 
(7 U.S. C., see. 181, et seq.) was amended through the enactment of 
Public Law 85-909, September 2, 1958, to strengthen, define, and 
clarify the jurisdiction of the Secretary of Agriculture and the Fed- 
eral Trade Commission over unfair methods of competition, unfair 
acts and practices respecting livestock and livestock products in un- 
manufactured and in manufactured form. 


DEPARTMENT OF JUSTICE 


Although the Department of Justice has been entrusted with the 
authority and responsibility of the enforcement of the Sherman Anti- 
trust Act since it became law in 1890, the Department did not estab- 
lish the office defined as ‘‘the Antitrust Division” for the handling of 
antitrust cases until 1904. Since 1904 the Antitrust Division, under 
the supervision of an Assistant Attorney General, in cooperation with 
the various United States district attorneys has handled litigation 
arising under the Sherman Act and other antitrust laws for the en- 
forcement of which the Department of Justice is responsible. In 
these last 54 years there has been appropriated for use of the Anti- 
trust Division approximately $60 tnillion. In using those funds, the 
Antitrust Division has prepared and filed more than 1,400 civil and 
criminal charges for violations of the Sherman Act and for violations 
of certain sections of the Clayton Act. The Antitrust Division alone 
has the authority to move for the enforcement of the Sherman Act 
but it shares with the Federal Trade Commission the authority to 
enforce sections 2, 3, 7, and 8 of the Clayton Act. 

As noted earlier, section 1 of the Sherman Antitrust Act makes 
unlawful every contract, agreement, or combination in restraint of 
trade and section 2 makes it unlawful for any person to monopolize 
or attémpt to monopolize any trade or line of commerce. 

The Clayton Act makes illegal (sec. 2) price discrimination, (sec. 3) 
exclusive dealing arrangements, and (sec. 7) mergers and acquisitions, 
which may substantially lessen competition and tend to create a 
monopoly. Section 8 made unlawful interlocking directorates be- 
tween competing corporations where the elimination of competition 
by agreement between them would constitute a violation of any of the 
provisions of the antitrust laws. 

From January 1, 1957, the beginning of the 85th Congress, through 
September 30, 1958, the Antitrust Division of the Department of 
Justice prepared and filed 62 antitrust civil charges and 42 criminal 

2 
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charges. In the same period of time it terminated 49 antitrust civil 
charges and 43 antitrust criminal charges. 

As pointed out earlier the Department of Justice has filed about 
1,400 antitrust charges in the period from 1890 to September 30, 1958. 
That would amount to the filing of an average of approximately 20 
charges annually. However, it would be misleading to attempt to 
use any annual average number of charges filed. That is true be- 
cause during the first 40 years the Sherman Antitrust Act was on the 
books very few antitrust charges were filed. In the last 18 years (less 
than one-third of the period the Sherman Act has been law) more anti- 
trust charges have been filed by the Department of Justice than in 
the first 40 years of that law. More cases were instituted in the 10- 
year period from 1937—46 than in the 46-year period from 1890 to 1936. 
A much higher rate has occurred in the filing of charges in the last 
10 years than in any like period from 1890 to 1936. Therefore, it is 
obvious that a figure purporting to represent an average annual rate 
of charges filed would be practically meaningless. Also numbers, 
whether large or small, do not provide an accurate index of the sig- 
nificance of antitrust actions. The bringing of a few important cases 
could be of greater significance than the fling of a large number of 
relatively unimportant antitrust actions. Moreover the filing of im- 
portant antitrust cases does not necessarily indicate effective antitrust 
enforcement. Of greater value in the measuring of the significance 
of antitrust enforcement is the disposition and followup of cases 
brought. In other words, were the cases won or lost? If they are 
in the won column, what practices or conditions were removed to im- 
prove the private competitive enterprise system? If monopoly prac- 
tices and conditions were enjoined and the injunction violated, what 
action has been taken to punish the violators? The answer to these 
questions as well as a showing of the number and nature of charges 
filed are needed in order to determine whether antitrust enforcement 
is effective. 

FEDERAL TRADE COMMISSION 


The Federal Trade Commission was organized as an independent 
agency of the Federal Government in 1915, pursuant to the provisions 
of the Federal Trade Commission Act of 1914. It is headed by 5 
Commissioners appointed for staggered terms of 7 years each, not more 
than 3 of whom may be from the same political party. 

The basic objective of the Commission is the maintenance of free 
competitive enterprise as the keystone of the American economic 
system. Although the duties of the Commission are many and varied 
under the statutes, the foundation of public policy underlying all 
these duties is essentially the same: to prevent the free enterprise 
system from being stifled or fettered by monopoly or corrupted by 
unfair or deceptive trade practices. 

In brief, the Commission is charged with keeping competition both 
free and fair. 

This basic purpose finds its primary expression in the Federal Trade 
Commission Act, cited above, and the Clayton Act, both passed in 
1914 and both successively amended in the years that have followed. 
As an administrative agency, acting quasi-judicially and quasi- 
legislatively, the Commission was established to deal with trade 
practices on a continuing and corrective basis. It has no authority 
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to punish; its function is to ‘‘prevent” through cease and desist orders 
and other means, those practices condemned by the law of Federal 
trade regulation. 

Section 5 of the Federal Trade Commission Act makes unlawful 
“unfair methods of competition in commerce and unfair and deceptive 
acts or practices in commerce.’”’ These words and phrases have been 
interpreted by the courts to include any act or practice which would 
be against public policy because of its ‘dangerous tendency unduly to 
hinder competition or create a monopoly.” 

The Federal Trade Commission is not only entrusted with the 
responsibility of the enforcement of section 5 of the Federal Trade 
Commission Act but it also has concurrent jurisdiction with the 
Department of Justice over enforcement of sections 2, 3, 7, and 8 
of the Clayton Act of 1914. 

In its enforcement of section 5 of the Federal Trade Commission 
Act and sections 2, 3, 7, and 8 of the Clayton Act, the Commission 
acts in a quasi-judicial capacity. In doing so, it issues complaints 
to be heard before it. In those complaints it cites specific parties 
with the use of practices which the Commission states it “has reason 
to believe’’ that proceedings in respect thereof would be to the interest 
of the public. In the complaints the parties charged are provided 
with an opportunity to appear in the course of a hearing and “show 
cause why an order should not be ordered by the Commission requiring 
such person, partnership, or corporation to cease and desist from the 
violation of the order so charged in the complaint.”’ Of course, orders 
entered by the Commission in such proceedings are reviewable by the 
United States courts of appeals. 

Under these circumstances and conditions, it is clear that both the 
Antitrust Division of the Department of Justice and the Federal 
Trade Commission are invested with jurisdiction and authority to 
proceed against a large variety of questionable competitive business 
acts and practices. Immediately the question is presented, ‘“Doesn’t 
this overlap in the concurrent jurisdiction result in a mass of dupli- 
cation of effort?’ The question is appropriate but the answer to it 
is “‘No.” 

For many years there has been an effective liaison arrangement 
between the Antitrust Division of the Department of Justice and the 
Federal Trade Commission. This has been at the instance of the 
Commission. The purpose of the liaison arrangement is to avoid 
unnecessary duplication of effort on the part of the two agencies. 
The principal feature of the arrangement is an agreement for the 
agencies to exchange information regarding the plans of each to 
undertake antimonopoly investigations and proceedings. That 
agreement was expressed in a written instrument more than 10 years 
ago. It remains in effect. The pertinent portions of that written 
instrument are as follows: 


This “Memorandum of Agreement’’ established a “system- 
atic mutual exchange of information regarding pending anti- 
monopoly investigations and of each new investigation at 
the time it is directed.’”’ It provided for creation of a “card 
system.”’ These “‘cards are to be made in duplicate, ex- 
changed between the two offices, and a file of such exchange 
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cards retained in each office. The information to be shown 
on the said cards will include the following for each pending 
investigation and each new investigation at the time it is 
directed: the file number, the title, specification of product 
or products involved, and a statement of the charges in- 
volved.” 

The agreement continues that “upon receipt of a card 
disclosing * * * a new investigation has’ been directed, 
information is to be conveyed back as to whether or not 
any matter is pending in * * * (the other) agency con- 
cerning the specific party or parties, commodity and charges. 
Should there be no matter pending * * * the submitting 
agency can proceed without further Tiaieon: If, on the other 
hand, a matter is pending, further liaison is to be effected 
before the new investigation is undertaken. However, noth- 
ing herein contained shall in any way limit either agency 
in making an independent decision as to what investigation 
it will undertake. 


Although it is alleged occasionally by persons outside of the Gov- 
ernment that there is an unnecessary duplication of effort between 
these two agencies, it is clear that those who make these allegations 
are misinformed about the facts of the situation in question and are 
unaware of the above-described liaison arrangement. 

The major part of the work of the Federal Trade Commission is 
devoted to the handling of cases arising out of false, misleading, and 
deceptive acts and practices. Less than half of its entire effort is 
devoted to the handling of cases arising from monopolistic acts, 
practices, and conditions. For example, in the period sitice it was 
established in 1915 through June 30, 1958, approximately $99 million 
was appropriated for use by the FTC in the performance of its duties. 
Of that amount only approximately $29,400,000 was expended for 
antimonopoly work. Thus it is seen that through the period of its 
existence only about 30 percent of the funds made available to it 
were used in antimonopoly work. In more recent years that per- 
centage has risen. During the last 10-year period more than 40 
percent of all of the funds made available to the Federal Trade Com- 
mission have been used by it for antimonopoly work. This is in 
contrast to a percentage of less than 20 percent of its funds devoted 
to antimonopoly work during the period from 1915 to 1932. 

In the period since it was established in 1915, the FTC has filed 
more than 1,500 antimonopoly cnarges. Again we could repeat what 
we have said in the section of this chapter relating to the Department 
of Justice about the number of charges filed. The number does not 
necessarily serve as an index to effective antimonpoly law enforcement. 
Scrutiny of the nature of the practices or conditions involved, the 
economic forces used and the effectiveness of the action in arresting or 
removing the practices or conditions must all be considered in apprais- 
ing the effectiveness of the antimonopoly work. 

Later in this chapter we discuss the effectiveness of antimonopoly 
action taken by not only the Federal Trade Commission but also the 
Department of Justice and the Secretary of Agriculture. 
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SECRETARY OF AGRICULTURE 


In the period following World War I, the Federal Trade Commission 
made a general investigation for the Congress of the practices and 
conditions existing in the meatpacking industry. The demand for 
such investigation stemmed from charges that the “beef trust’? was 
using unfair methods of competition and operating a monopoly in 
meatpacking and in the purchase and sale of livestock products. In 
its report on that investigation, the Commission advised the Congress 
that the largest of the meatpacking firms were using unfair methods 
of competition and promoting monopoly conditions in the meat- 
packing industry and in the purchase and sale of livestock products. 
The Commission recommended that legislation be enacted to arrest 
the monopolistic practices and conditions which had been found to 
exist. Out of those recommendations legislation eventuated. How- 
ever, due to claims of representatives of the meatpacking industry 
that the Federal Trade Commission had become prejudiced against 
certain elements in the industry the newly enacted legislation did not 

rovide for its administration by the Federal Trade Commission. 
nstead that legislation commonly referred to as “The Packers and 
Stockyards Act of 1921” provided for its enforcement by the Secretary 
of Agriculture. 

The Packers and Stockyards Act of 1921 (7 U.S. C., sec. 181, ete.) 
among other things makes it unlawful for packers or handlers to: 


(1) Engage in or use any unfair, unjustly discriminatory, 
or deceptive practice or device in commerce; or 

(2) Make or give, in commerce, any undue or unreason- 
able preference or advantage to any particular person or 
locality in any respect whatsoever, or subject, in commerce, 
any particular person or locality to any undue or unreason- 
able prejudice or disadvantage in any respect whatsoever; or 

(3) Engage in any course of business or do any act for the 
purpose or with the effect of manipulating or controlling 
prices in commerce, or of creating a monopoly in the acquisi- 
tion of, buying, selling, or dealing in, any article of commerce, 
or of restraining commerce. 


In providing for the Secretary of Agriculture to enforce that law 
it was also specified (7 U.S. C. 227) that the Federal Trade Commis- 
sion shall have no power or jurisdiction relating to any matter which 
by that law was made subject to the jurisdiction of the Secretary of 
Agriculture except when the Secretary of Agriculture should request 
the Federal Trade Commission that it make investigations. 

Thus passed to the Secretary of Agriculture exclusive authority (ex- 
cept the authority retained by the Attorney General to enforce the 
provisions of the Sherman Antitrust Act against monopoly practices 
and conditions) to proceed against unfair and monopolistic practices 
and monopolistic conditions in the meatpacking industry and in the 
purchase and sale of livestock products. 

The Secretary of Agriculture proceeded in very few cases to prohibit 
(unjustly discriminatory) practices of large sellers injurious to small- 
business firms. In the few cases where action was instituted, no relief 
was provided because either the cases were dismissed or in 1 or 2 in- 
stances, they are pending. 
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In view of these circumstances, a number of large retail grocery 
chainstore organizations undertook to either engage in meatpacking 
as a part of their business or to buy a few shares of stock in a meat- 
packing firm. In taking such action those large retail grocery chain- 
store organizations became immune from prosecution by the Federal 
Trade Commission because of the restriction on the Federal Trade 
Commission jurisdiction in the Packers and Stockyards Act of 1921 as 
heretofore noted. 

In addition to the authority to proceed against monopolistic prac- 
tices and conditions, the Secretary of Agriculture is authorized by the 
Packers and Stockyards Act of 1921 to establish regulations for the 
handling of livestock and for other related purposes. In the period 
since 1921, the Secretary of Agriculture has filed charges in more 
than 2,200 cases for violations of the Packers and Stockyards Act of 
1921. However, only about 200 of those cases were directed against 
monopolistic practices and monopolistic conditions. Only 3 of those 
were directed against unjust discriminatory practices directly and 
adversely affecting small business. 

Since January 1, 1957, the Secretary of Agriculture has instituted 
a total of nine cases having antimonopoly aspects under the Packers 
and Stockyards Act of 1921. They are as follows: 

Docket No. 
2272. Arabi Packing Co.: 
Date filed: August 30, 1957. 
Nature of charges: Restriction of competition in purchase 
of livestock. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Cease and desist order issued November 1, 
1957. 
2273. Dixie Packing Co. : 
Date filed: August 30, 1957. . 
Nature of charges: Restriction of competition in purchase of 
livestock. 
Section of law: Title Il, Packers and Stockyards Act. 
Status of case: Cease and desist order issued November 1, 
1957. 
2274. V.L. Brousse: 
Date filed: August 30, 1957. 
Nature of charges: Restriction of competition in the pur- 
chase of livestock. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Cease and desist order issued November 1, 
1957. 
2280. Wilson & Co., Inc., and Davidson Meat Co.: 
Date filed: August 15, 1957. 
Nature of charges: Restricting competition in the sale of 
meats. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Hearings held in November 1957 and March 
1958—pending final order. 
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2310. Tarpoff Packing Co.: 
Date filed: February 12, 1958. 
Nature of charges: Restriction of competition in purchase 
of livestock. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Cease and desist order issued May 22, 1958. 
2328. Klarer Co., Louisville Provision Co., and C. F. Vissman Co., 
Inc.: 
Date filed: April 4, 1958. 
Nature of charges: Restriction of competition in the pur- 
chase of livestock. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Cease and desist order issued July 8, 1958. 
2358. Swift & Co. (Neuhoff Packing Co.): 
Date filed: May 15, 1958. 
Nature of charges: Restriction of competition in purchase 
of livestock. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Hearing set: for October 1, 1958. 
2359. Swift & Co.: 
Date filed: May 15, 1958. 
Nature of charges: Restriction of competition in purchase 
of livestock. 
Section of law: Title II, Packers and Stockyards Act. 
Status of case: Hearing set for September 15, 1958. 
2260. Charles Youngson: 
Date filed: June 12, 1957. 
Nature of charges: Accepting a rebate or ‘“‘kick-back’’ in 
the purchase of livestock. 
Section of law: Title III, Packers and Stockyards Act. 
Status of case: Agreed to cease and desist—Pending order. 
Before adjournment of the 2d session of the 85th Congress, legis- 
lation was enacted to provide for amendments to the Packers and 
Stockyards Act of 1921. That legislation is embodied in Public Law 
85-909, approved September 2, 1958. Its purpose is to remove from 
existing law serious enforcement loopholes through which large 
concerns practicing destructive price discrimination against small- 
business concerns escaped prosecution. That escape was accomplished 
as a result of the loose definition of the term ‘‘packer’’ as set forth in 
the Packers and Stockyards Act of 1921. That term was so loose and 
so broad that grocery chains and other major elements of the food 
industry escaped adequate Federal supervision by the simple expedient 
of acquiring a few shares of stock in a meatpacking corporation. 
Public Law 85-909, approved September 2, 1958, narrowed this 
legal loophole through provisions for more liaison between and a 
clarification of the jurisdiction to be exercised by the Federal Trade 
Commission and the Secretary of Agriculture over “packers.”” The 
jurisdiction of each of those two agencies over acts and practices of 
‘‘packers”’ was so clearly spelled out in Public Law 85-909 that prose- 
cution of violators of the provisions of the Packers and Stockyards 
Act, 1921, as amended and the Federal Trade Commission Act as 
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amended is provided for by either the Secretary of Agriculture or the 
Federal Trade Commission or both. 

These things have been accomplished by making it clear that the 
Federal Trade Commission shall have power aiid! jurisdiction over 
any}matter involving meat food products, livestock products in un- 
manufactured form or poultry products, even when such a matter is 
also aan to the jurisdiction of the Secretary of Agriculture. 


) When the Secretary in the exercise of his duties re- 
ati of the Commission that it make investigations and 
reports in any case. 

(2) In any investigation of, or proceeding for the preven- 
tion of, an alleged violation of any Act administered by the 
Commission, arising out of acts or transactions involving 
meat, meat food products, livestock products in unmanufac- 
tured form, or peultry products, if the Commission deter- 
mines that effective exercise of its power or jurisdiction with 

respect to retail sales of any such commodities is or will be 
impaired by the absence of power or jurisdiction over all acts 
or transactions involving such commodities in such investi- 
gation or proceeding. In order to avoid unnecessary dupli- 
cation of effort by the Government and burdens upon the in: 
dustry, the Commissioner shall notify the Secretary of such 
determination, the reasons therefor, and the acts or transac- 
tions involved, and shall not exercise power or jurisdiction 
with regard to acts or transactions (other than retail sales) 
involving such commodities if the Secretary within ten days 
from the date of receipt of the notice notifies the Commission 
that there is pending in his Department an investigation of, 
or proceeding for the prevention of, an alleged violation of 
this Act involving the same subject matter. 
3) Over all transactions in commerce in margarine or 
oleomargarine and over retail sales of meat, meat food 


products, livestock products in unmanufactured form, and 
poultry products. 


Section 202 of the Packers and Stockyards Act of 1921 was amended 
by Public Law 85-909 to make it clear that the jurisdiction of the 
Secretary of Agriculture in the enforcement of that law had to do 
with its application to meats “‘with respect to livestock, meats, meat 
food products, livestock products in unmanufactured form, poultry, 
or poultry products’’ [emphasis supplied]. Also it was made clear 
that the Federal Trade Commission shall have no power or jurisdic- 
tion over any such matter which was thus made subject to the juris- 
diction of the Secretary of Agriculture except in the provisions of 
Public Law 85-909 as noted above. 

Section 3 of Public Law 85-909 also amended the Federal Trade 
Commission Act to make it clear that the Federal Trade Commission 
has jurisdiction over “persons, partnerships, and corporations engaged 
in the handling and sale of meat products, meat food products and 
livestock products not made subject to the jurisdiction of the Secretary 


of Agriculture through the provisions of Public Law 85-909 as above 
noted. 


H. Rept. 2714, 85-2 3 
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ANTITRUST LITIGATION BY PRIVATE PARTIES 


The antitrust laws provide that parties injured by reason of any- 
thing done in violation of the antitrust laws may =e private suits 
for threefold damages sustained. Also section 16 of the Clayton 
Antitrust Act provides— 


That any person, firm, corporation, or association shall be 
entitled to sue for and have injunctive relief, in any court of 
the United States having jurisdiction over the parties, against 
threatened loss or damage by a violation of the antitrust 
laws, including sections 2, 3, 7, and 8 of this Act, when and 
under the same conditions and principles as injunctive relief 
against threatened conduct that will cause loss or damage is 
granted by courts of equity under the rules governing such 
proceedings, and upon the execution of proper bond against 
damages for an injunction improvidently granted and a show- 
ing that the danger of irreparable loss or damage is immediate, 
a preliminary injunction may issue. 


In addition, in section 5 of the Clayton Act, there was included a 
provision that the final judgment or decree rendered in any criminal 
prosecution brought by, or on behalf of, the United States, under the 
antitrust laws, to the effect that a defendant has violated said laws, 
shall be prima facie evidence against such defendant under said laws 
as to all matter respecting which said judgment or decree would be 
an estoppel as between the parties thereto. 

At first few private parties made use of the rights thus extended to 
them for instituting civil proceedings under the antitrust laws. How- 
ever, according to a study made by the Department of Justice, private 
plaintiffs proceeded in more than 400 civil antitrust suits in the 
period from 1947 to 1952, inclusive. More than 130 of those cases 
were won. According to information appearing at page 662, House 
Document No. 240, 85th Congress, more than 1,000 private civil anti- 
trust cases were filed in the 6-year period of 1951-56. That number 
exceeds the total number of all antitrust proceedings, criminal and 
civil, by the Department of Justice in the entire period from the date 
of the enactment of the Sherman Act in 1890 to the date in 1938 when 
Hon. Thurmond Arnold became head of the Antitrust Division, a 
period of almost 50 years. 

It is not possible to estimate the extent of the benefit to the public 
interest flowing from all of these actions. One thing is certain—that 
benefit has been substantial. The extent of the great value flowing 
from the enforcement of our antitrust laws, by virtue of the filing of 
private civil proceedings, will never be known fully. 

The Assistant Attorney General supervising the Antitrust Division 
of the Department of Justice has stated: 


Private actions * * * do more than duplicate Gov- 
ernment work. They may adjudicate practices not expressly 
covered by Government decrees. Or they may help close the 
breach left by necessarily incomplete Government policing 
of decrees. And most important, private recoveries heighten 
the financial standpoint and consequently the deterrent value 
of both civil and criminal Government actions. 
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The role of private antitrust enforcement in protecting small business 
experienced a considerable setback January 20, 1958, when the 
Supreme Court of the United States in a 5 to 4 decision in the cases of 
Nashville Milk Company v. Carnation on eeny and Safeway Stores, 
Ine. v. Vance (355 a 5. 373 and 389), ruled that section 3 of the 
Robinson-Patman Act is not a part of the “antitrust laws’ and there- 
fore small and independent business concerns cannot use it as a basis 
for filing private suits under the antitrust laws. 

The effect of that decision is to limit the use of section 3 of the 
Robinson-Patman Act to criminal cases instituted by the Government. 
Section 3 provides that— 


It shall be unlawful for any person engaged in commerce, 
in the course of such commerce, to be a party to, or assist 
in, any transaction of sale, or contract to sell, which dis- 
criminates to his knowledge against competitors of the pur- 
chaser, in that, any discount, rebate, allowance, or advertis- 
ing service rips is granted to the purchaser over and above 
any discount, rebate, allowance, or advertising service charge 
available at the time of such transaction to said competitors 
in respect of a sale of goods of like grade, quality, and quan- 
tity, to sell, or contract to sell, goods in any part of the 
United States at prices lower than those exacted by said 
person elsewhere in the United States for the purpose of 
destroying competition, or eliminating a competitor in such 
part of the United States; or, to sell, or contract to sell, 
goods at unreasonably low prices for the purpose of destroy- 
ing competition or eliminating a competitor. 

Any person violating any of the provisions of this section 
shall, upon conviction thereof, be fined not more than $5,000 
or imprisoned not more than 1 year, or both. 


Immediately legislation was introduced to provide for a change in 
the term ‘antitrust laws” as used in section 1 of the Clayton Act to 
include section 3 of the Robinson-Patman Act. 

It is pleasing to note that the principal agencies of the Federal 
Government having to do with enforcement of the antitrust laws; 
namely, the Department of Justice and the Federal Trade Commis- 
sion, and one specifically charged with the duty to assist small business; 
namely, the Small Business Administration, all have submitted reports 
favoring this proposed legislation. The Federal Trade Commission 
stated: 


The Commission favors the legislation for the reason that 
it would have a salutary effect upon private enforcement. 


The proposed legislation was not enacted during the 85th Congress. 


SIGNIFICANCE OF ENFORCEMENT 


Review of the large number of antimonopoly charges filed and 
processed by the Antitrust Division of the Department of Justice 
since 1890, the Federal Trade Commission since 1914 and the Packers 
and Stockyards Administration of the United States Department of 
Agriculture since 1921, discloses that. while a considerable number of 
cases have been filed in that field by those agencies many of them 
appear to have had relative insignificant effect in preventing the 
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growth and concentration of monopoly power. Instead of numbers, 
the timeliness, nature, and effectiveness of antimonopoly actions are 
yardsticks for measuring success in antimonopoly effort. Of course, 
a high rate of activity is important and all complaints alleging viola- 
tions of our antimonopoly cases should be studied. Even the most 
innocent appearing practice can involve and contribute to a major 
monopolistic condition. It is for the experts in the antimonopoly 
field to study these complaints and separate trivia from important 
problems. However, generally speaking antimonopoly resources 
should be conserved by instituting proceedings only in matters of 
importance. 

In the appendixes to this report are lists of all antitrust cases 
instituted by the Department of Justice from July 1890 through 
September 30, 1958. Also, lists are included of all formal adminis- 
trative cases instituted by the Packers and Stockyards Administration 
of the United States Department of Agriculture under title IIT of the 
Packers and Stockyards Act involving antitrust aspects or restrictions 
of competition. In the files of the committee are records of the 
thousands of charges which have been filed by the Federal Trade 
Commission including more than 1,500 involving antimonopoly 
aspects. 

Appendix A contains a list of cases instituted by the Antitrust 
Division under Federal antitrust law, by fiscal years, from July 1890, 
through September 30, 1958. That listing contains not only the title 
of the case but also an indication of the industry and commodity 
involved and the nature of the proceeding—that is whether criminal 
or civil. 

Examination of appendix A reveals that a large percentage of all 
Federal antitrust cases instituted by the Antitrust Division have been 
brought in criminal proceedings. Usually the disposition of a criminal 
proceeding, brought under the Federal antitrust laws, is based upon a 
nolo contendere plea followed by the imposition of a fine less than the 
maximum provided for in the law. In rare instances, the convictions 
in such criminal proceedings whether after nolo contendere pleas or 
after litigation have sentences of imprisonment been imposed. In 
the few instances where sentences of imprisonment have been im- 
posed, the sentences have been suspended. In the few instances 
where sentences imposed imprisonment they involve for the most part 
members and officials of trade associations and labor unions. Rare 
indeed, are the instances such as the recent Forth Worth, .Tex., 
criminal case involving Safeway Stores, Inc., and its high officials 
where one of the officials received a prison sentence for violation of 
the Federal antitrust laws. In that instance, the sentence was 
suspended. 

From the foregoing, it is seen that the institution of criminal 
proceedings for violation of Federal antitrust laws does not neces- 
sarily provide deterrence from future violations. 

Even in those instances where civil cases were instituted by the 
Department of Justice under Federal antitrust laws, it is not clear 
that effective relief from the challenged practices and conditions has 
been secured except in but few instances. Reports have been made 
by various committees of the Congress and other agencies to that 
effect. A recent report made by the Select Committee on. Small 
Business of the United States Senate on the Role of Private Anti- 
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trust, Enforcement in Protecting Small Business noted that there is 
a rising incidence of consent.decrees and consent settlements in the 
disposition of Federal antimonopoly cases resulting in the presentation 
of a disturbing situation because the relief provided in such decrees 
and judgments does not appear to be clear or adequate. 

Appendix B of this report contains a listing of the consent decrees 
entered in cases brought by the Antitrust Division of the Department 
of Justice under Federal antitrust law during the period from Jul 
1890 to September 30, 1958. That listing includes the title of eac 
such case, the date it was instituted, the date the consent decree was 
entered, and for the period up through July 1946, the nature of 
further action taken regarding such decrees such as for example pro- 
ceedings for modification of the decrees and contempt proceedings for 
violations, 

Appendix C contains a listing of Federal antitrust cases in which 
the Department of Justice instituted contempt proceedings for 
violations in the period from July 1, 1946, through September 30, 
1958. 

An examination of the data appearing in appendix B and appendix 
C discloses that in only a few of the large number of Federal antitrust 
cases settled by the Department of Justice through the entry of con- 
sent decrees have contempt proceedings been instituted, but in fewer 
cases still, have judgments been entered sufficient to provide substan- 
tial deterrence from future violations. For example, since 1890 in 
only two cases have the judgments and convictions for violations of 
decrees entered under Federal antitrust laws resulted in sentences of 
imprisonment without suspension. They involved the case of United 
States v. Debs, a labor leader convicted in 1894 for violating a decree 
entered in a Federal antitrust case. He was sentenced to a term of 
imprisonment from 3 to 6 months (64 Fed. 724). The other case was 
that of United States v. Wiener, a case involving handlers of live 
poultry. Wiener was convicted of violating a decree in 1934 and was 
sentenced to a term of from 3 months to 3 years (73 Fed. 2d. 1001). 
The only other conviction in a contempt for violation of a decree 
entered under the Federal antitrust laws in the period of July 1890 
to July 1958 in which a term was imposed arose in the case of United 
States v. The Gamewell Company, a dealer of municipal fire alarm equip- 
ment. The sentence of imprisonment was for 1 year in 1951 but the 
sentence was suspended. 

In the few additional Federal antitrust cases in which there have 
been convictions for violations of decrees entered in Federal antitrust 
cases, the defendants have gotten off by paying fines. It isn’t clear 
that these fines have served to prevent subsequent violations of the 
antitrust laws. There are instances where the indications are to the 
contrary. For example, in 1911 the Department of Justice instituted 
a civil antitrust proceeding against the National Cash Register Co. 
that resulted in the entry of a consent decree in 1916. By the terms 
of that decree, the National Cash Register Co. was enjoined from doing 
or engaging in a number of acts and practices found to be unfair and 
illegal. ‘These included the obtaining of trade secrets through espio- 
nage of competitor’s operations and the use of such information in 
disparaging, or otherwise harming, the competitors. An information 
charging contempt was filed November 2, 1925, against 90 officials, 
agents, and employees of the National Cash Register Co. in violation 
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of the decree. That proceeding was dismissed before trial as to all 
the defendants except two. In 1928, the remaining portion of the 
proceeding was disposed of through the imposition of fines totaling 
$2,000. Asis hott in appendix C, on January 8, 1947, a further pro- 
ceeding against the National Cash Register Co. and its officials was 
concluded through the imposition of fines totalling $25,000 after pleas 
of nolo contendere. In November 1958, a number of smaller firms in 
competition with the National Cash Register Co. filed a civil complaint 
in the United States District Court for the District of New Jersey 
charging that the National Cash Register Co. is violating the Federal 
antitrust laws. An examination of that complaint reveals that it 
charges National Cash Register Co. of carrying on practices involving 
things and methods included in the charges brought by the Federal 
Government against National Cash Register Co. in the proceeding 
filed in 1911. Hence, the question, is National Cash Register Co. 
continuing practices in 1958 which were alleged to be in violation of 
the Federal antitrust laws in 1911 and for which it was found guilty 
in 1916? If so, why has it not been stopped from carrying on those 
practices? 

Another notable case brought under Federal antitrust law was that 
against the so-called Standard Oil Trust. It was concluded in Mav 
1911 when the Supreme Court of the United States (221 U.S. 1) found 
the Standard Oil Company of New Jersey, the Standard Oil Company 
of Kentucky and a number of other companies and affiliates and sub- 
sidiaries guilty of monopolization and of a combination and con- 
spiracy in violation of the Sherman Antitrust Act. Thereupon, a 
decree was entered ordering a dissolution of the monopoly and a cessa- 
tion of the combination and conspiracy. Although that case is famed 
as evidence of one of the most outstanding trustbusting efforts of the 
United States Government under the Federal antitrust laws, it would 
appear that the judgment entered in that case did not deter the de- 
fendants from further violation of the Federal antitrust laws. 

Appendix A of this report discloses that numerous additional 
Federal antitrust cases have been instituted against a number of the 
defendants who were made subject to the judgment entered in the 
Standard Oil Co. case of 1911. Also, it is noted that on December 2, 
1958, the Antitrust Division of the Department of Justice filed in the 
United States District Court for the Western District of Kentucky a 
civil complaint (Civil Action 3722) against the Standard Oil Company 
of New Jersey and one of its subsidiaries, the Esso Standard Oil Co., 
and the Standard Oil Company of Kentucky in which they were 
charged with violations of the Sherman Antitrust Act. Respecting 
the defendants in that action, the Standard Oil Company of New 
Jersey and the Standard Oil Company of Kentucky, it is alleged that— 


For many years past and continuing to the date of the filing 
of this complaint, the defendants have engaged in a combina- 
tion and conspiracy in unreasonable restraint of the herein- 
above described interstate trade and commerce in violation 
of section 1 of the Sherman Act. 


In that connection, it was further alleged that— 


The aforesaid combination and conspiracy has consisted 
of a continuing agreement, plan, and concert of action 
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among the defendants, their subsidiaries, and affiliates, the 
substantial terms of which have been and are that— 

(a) Marketing territories for refined petroleum products 
will be divided and allocated as follows: 

1. Kentucky, Mississippi, Georgia, Alabama, and Florida 
to Kyso, 

2. The rest of the United States to Jersey and its sub- 
sidiaries and affiliates; 

(b) Kyso will refrain from marketing refined petroleum 
er aca outside of the territory allocated to it as herein- 

efore alleged; 

(c) Jersey, Esso, and other subsidiaries and affiliates of 
Jersey will refrain from marketing refined petroleum prod- 
Si nn the territory allocated to Kyso, as hereinbefore 
alleged. 


Here again the question may be asked, are those who were defend- 
ants in the famous Standard Oil case of 1911 continuing to violate 
the Federal antitrust laws? If so, have these violations continued 
despite the fact that the defendants were found guilty in 1911 and 
some of them in other instances since that date found guilty of re- 
peated violations of the Federal antitrust laws? If the answers to 
these question are in the affirmative, then isn’t it fair to inquire how 
effective has been the application of our Federal antitrust laws in 
deterring defendants from future violations thereof. 

Appendix D contains a list of antimonopoly complaints filed by the 
Federal Trade Commission in the period from January 1, 1957, through 
September 30, 1958. Appendix 13 contains a list of orders to cease 
and desist entered in Federal Trade Commission antimonopoly cases 
during a period of January 1, 1957, through September 30, 1958. 
Appendix F contains a list of Federal Trade Commission antimonopoly 
cases instituted since January 1, 1946, for violations of Federal Trade 
Commission orders designed to stop violations of antimonopoly laws. 

An examination of appendix D discloses that many of the anti- 
monopoly cases brought by the Federal Trade Commission were 
brought against firms and organizations not of sufficient size to be 
nationally known. However, it does appear that in that list the 
number of large nationally known firms has a greater ratio to the 
total number of firms in the list than is the case in the list of anti- 
monopoly cases instituted by the Department of Justice and as is 
shown in appendix A. 

An examination of appendix E discloses that the orders to cease 
and desist entered by the Federal Trade Commission in antimonopoly 
cases are for the most part based upon consent. In that respect, it is 
similar to the list of decrees entered in the cases brought by the 
Department of Justice (appendix A). The orders and decrees entered 
after litigation are in the minority. 

In the 20-year period from 1935 to 1955, less than three-fourths of 
all of the Government’s civil antimonopoly cases completed ended in 
consent judgments. In 1957, more than seven-eighths of all of the 
Government’s civil antimonlpoly cases terminated were so concluded. 

Undoubtedly there have been many antimonopoly cases where it 
was in the public interest to conclude the litigation by consent judg- 
ments. In the relatively unimportant and clean-cut, hard-core viola- 
tion cases in which defendants consent to judgments providing for all 
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of the relief prayed for in the complaints, there would appear to be no 
reason for not ending such cases by consent judgments. In such 
cases time, effort, and expenses are saved for use in litigating more 
important matters. However, in the more important and significant 
antimonopoly cases, where stiff bargaining takes place, consent decrees 
and orders are rarely entered except where they provide for less relief 
than was prayed for in the complaints. A striking example of this is 
the consent judgment entered in the recent case of United States v. 
American Telephone and Telegraph Company. 

Another reason for caution and extreme care in using consent de- 
crees and consent settlements for concluding antimonopoly cases is 
that the concluding of cases in that manner forecloses to injured small- 
business firms the opportunities for utilizing evidence underlying Gov- 
ernment cases in the prosecution of private antitrust cases. When 
consent decrees and consent settlements are entered into for the dis- 
position of antimonopoly cases without trial, the evidence accumu- 
lated, often at great cost to the public, is suppressed and kept secret. 
Also consent judgments entered before the commencement of the 
taking of testimony cannot be used in the prosecution of private liti- 
gation antitrust cases by private parties. In that way consent judg- 
ments operate to deny to injured small-business firms opportunities for 
assisting effectively in the enforcement of our antimonopoly laws. 

The Assistant Attorney General supervising the Antitrust Division, 
recently spoke about the “role private suits must play to insure effec- 
tive antitrust.’”’ In doing so, he paid tribute to the value of private 
litigation as an aid in the enforcement of our public policy against 
monopolistic practices and conditions. In that connection he pointed 
to the “need for increased reliance on private suits.” 

It is obvious that to take full advantage of the assistance that 
private litigation could afford would be to provide full opportunity for 
using the evidence, or in using as prima facie evidence, the judgment 
utilized by the Government in public antimonopoly cases. 

A further defect stemming from consent decrees and consent 
settlements is that of compliance. Absent a record of the evidence of 
practices said to be prohibited by the consent decree, few parties can 
agree on what is forbidden and what is permitted. The end result is 
that rarely do we find effort made to enforce compliance with orders 
and decrees entered by consent. The number of such orders and 
decrees in the lawbooks grows; so does the lack of their enforcement. 

In the few cases where either the Department of Justice or the 
Federal Trade Commission has moved to enforce decrees or orders 
entered in antimonopoly cases, they have consisted of actions to punish 
for violations, with two exceptions, only in those cases where decrees 
and orders were entered after litigation. Those instances where ac- 
tions have been undertaken to punish for violations of decrees or orders 
have been few even where the decrees and orders were entered after 
full litigation. Even in these few actions those punished have for the 
most part been small-business firms. This is a curious commentary 
on our antimonopoly policy which is designed to protect and preserve 
a free and competitive enterprise system by providing for the protec- 
tion and preservation of small-business enterprises. 

Reference to appendix F, the listing of the proceedings which have 
been brought to secure penalties for violations of orders entered in 
Federal Trade Commission antimonopoly cases, discloses that in such 
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cases the story is little different from the facts heretofore discussed 
regarding contempt proceedings brought for violation of cases entered 
in Federal Antitrust cases brought by the Department of Justice. 
Appendix F shows that from January 1, 1946, through September 30, 
1958, only two proceedings were instituted after January 1, 1946, 
which have been concluded with judgments imposing penalties for 
violation of orders entered in Federal Trade Commission antimonopoly 
cases. They are the Federal Trade Commission Docket 4565 in the 
matter of Midwest Bottle Cap Co., fined $3,000, and Federal Trade 
Commission Docket 4565 American Seal-Kap Corp., et al., concluded 
September 15, 1958, with a fine of $12,000. All other cases listed in 
appendix F are pending and unresolved or were brought prior to Jan- 
uary 1, 1946, or, as in the case of the Morton Salt Co., did not involve 
a charge of a violation of an order to cease and desist but instead 
involved violations of ancillary orders. 

Appendix G contains a list of all formal administrative cases 
brought by the Secretary of Agriculture, United States Department of 
Agriculture, under title [II of the Packers and Stockyards Act relating 
to antitrust and restrictions on competition since 1921. That list 
contains the names of a few large nationally known firms. In that 
respect, it is similar to the lists of antitrust cases instituted by the 
Department of Justice (appendix A), and the lists of antimonopoly 
cases instituted by the Federal Trade Commission (appendix D). 

At best and under the most favorable circumstances, the litigation 
of antimonopoly cases proceeds slowly. This is due in part to the 
fact that, ordinarily, complex economic problems are involved as 
well as intricate legal questions. Frequently the issues are regarded 
of sufficient importance by the defendants to call for the employment 
of a large staff of attorneys, economists, accountants, and other 
personnel merely to prepare and present the defense in a given anti- 
monopoly case. When the defendants are numerous and several 
groups of attorneys and economists are employed, time is consumed 
and records enlarged in the recording and consideration of objections, 
exceptions, petititions, and motions for attorneys of each of a large 
number of defendants. There have been occasions when as many as 
40 attorneys represented defendants in a single antitrust proceeding 
and each insisted on stating in his own words his objection to a question 
Government counsel propounded to a witness. In such a situation 
it is obvious that in order to elicit an answer from a single witness 
much time is required and enlargement of the records results. Under 
such circumstances we have seen the big case and the long delays 
incident to antimonopoly proceedings. 

From time to time studies have been made by committees of the 
Congress regarding delays in the handling of cases in the Antitrust 
Division of the Department of Justice and the Federal Trade Com- 
mission. These studies have led to the conclusion that antitrust pro- 
cedure utilized by those agencies have not offered prompt relief to the 
small-business man complaining of monopolistic practices. In previ- 
ous years the House Small Business Committee has reported on this 
problem. It did so in House Report No. 2513, 82d Congress. There 
it noted that a problem faced by the Federal Trade Commission for 
many years has been the inordinate amount of time needed to com- 
plete its actions. In other reports prepared and made by the House 
Small Business Committee, both the Federal Trade Commission and 
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the Department of Justice have been criticized for the delays in the 
handling of antimonopoly cases. 

A recent review made of pending antimonopoly cases brought by the 
Antitrust Division and the Federal Trade Commission reveals that 
many of those cases have been pending for a number of years. For 
example, at the Federal Trade Commission, 8 cases involving charges 
of discriminatory and other unfair practices by the largest processor 
and distributors of dairy products have been pending for more than 
4 years. Other cases hate and at the Department of Justice have 
been pending for longer periods. In the meantime, complaints have 
been made to the House Small Business Committee alleging that unless 
small-business men receive relief more promptly from the practices 
about which they have complained, it will be useless to complete the 
cases because the complainants will have passed out of existence 
before the cases are concluded. 





III. Concivusions 


1. Prompt positive action should be taken to eliminate undue delays 
in undertaking and concluding antimonopoly actions. 

What can be done to eliminate and prevent undue delays in the 
handling of antimonopoly cases? Some have proposed that we re- 
move all antimonopoly litigation from the regular courts and from the 
Federal Trade Commission and vest in a new antitrust court or admin- 
istrative court the jurisdiction for hearing and deciding antimonopoly 
cases. It has been argued that to place such jurisdiction in a single 
court would give rise to a special expertness in that court for the 
handling of antimonopoly cases. 

We are not convinced that the establishment of a new special court 
to handle antimonopoly cases is the answer to this problem. Likewise, 
we are not convinced that it would be wise to relieve the Federal 
Trade Commission from its duty of hearing and deciding antimonopoly 
cases. 

According to recent reports made by the Director of the Adminis- 
trative Office of United States Courts, the Federal courts in 1958 
experienced the heaviest workload in history. Despite the fact that 
they disposed of one of the largest number of cases on record, the 
year 1958 ended with an increase of some 10 percent in the backlog 
of pending cases over the number pending at the end of 1957. Asa 
consequence, at the present time a litigant cannot get a trial in one 
district in a Federal court for almost 4 years after he institutes his 
suit; in other districts it requires from 2 to 3 years. This is several 
times the amount of time which the Judicial Conference of the United 
States estimates that a case should take in reaching trial. In our 
opinion, this deplorable situation cannot be remedied by transferring 
the trial of antimonopoly cases from Federal district courts and from 
the Federal Trade Commission to a special Federal antitrust court. 
This view is based on the fact that the trial of an antimonopoly case 
in any court must be subjected to full judicial processes with all their 
attendant procedural delays. 

In view of these circumstances, what can be suggested as a remedy? 

These delays should not be attributed to any particular person or 
organization. Instead it appears that they are inherently a part of 
a “‘system.’’ In turn, the “system” is one that has grown, like 
Topsy, over the years. Largely, the delay proceeds from the fact 
that the present “system” requires an administrator in one of the 
Federal regulatory agencies or commissions to treat each administra- 
tive law problem as a “case at law.” Of course, we are all agreed 
that ‘‘cases at law’’ should be made subject to judicial process and 
be judicially determined. However, it would be a travesty on justice 
and upon commonsense to try to fit each administrative law problem 
into the mold of a “case at law.” The ultimate logical conclusion 
would be to make a “‘case at law” out of each allotment or quota for 
wheat or cotton made to a farmer under programs administered by 
the Department of Agriculture. Of course, if that were done, the 
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year for which each of those allotments had been made would be past 
before the ‘‘case at law’’ would be adjudicated. 

It seems to us that we have lost sight of the original concept of the 
administrative process which was in the minds of the framers of the 
legislation creating the Federal regulatory agencies and commissions. 
That concept provided for agency heads to make determinations and 
take administrative actions implementing legislative processes. In 
other words, the legislative process should be implemented to the 
greatest extent possible through the use of the rulemaking process. 
It is our view that it was never intended that the procedures of courts 
be used exclusively in the performance of those tasks. 

In order to emphasize the great difference in the amount of time 
involved in the use of administrative rulemaking process as against 
the use of the judicial process, permit us to cite a couple of examples. 
In 1887, the Interstate Commerce Commission was established. At 
that time it undertook the consideration of the problem arising be- 
cause of differentials in the railroad rates. It was called upon to de- 
termine whether a shipper shipping 30,000 tons of coal annually should 
pay a substantially lower rate per ton than smaller shippers who were 
shipping in carlots and less than carlots. At that time, Judge Cooley 
was Chairman of the ICC. The problem to which we refer came 
before the Commission for consideration and decision in the matter 
of the Providence Coal Co. v. The Providence and Worcester Railroad 
Co. (1 I. C. C. 107). Judge Cooley and his colleagues on the Com- 
mission applied an administrative process instead of a court-case 
process in the disposition of that matter. It was in that case that the 
important principle was announced that the lowest applicable quantity 
railroad rate shall be that of a carlot rate. It required the IC 
(through the application of the administrative-law process) only about 
30 days from the time it received that matter until it made final 
disposition of same. The principle established by the decision in the 
matter has stood the test of the times. 

Contrast the ICC coal proceeding with a proceeding brought by 
the Federal Trade Commission in 1947 under the Robinson-Patman 
Act. The latter proceeding was for the purpose of considering and 
disposing of a problem relating to differentials which applied in con- 
nection with sales of rubber tires in various quantities. Under the 
present system, the FTC, in effect, made that matter a ‘‘case at law.” 
In effect, it applied, to a degree, a judicial process in the handling of 
the matter. As a result, 10 years have been spent in handling and 
litigating that matter. The result is not only unsatisfactory, but it 
is “‘out of season,” for many of the small-business men affected have 
been destroyed in the meantime by the practices which gave rise to 
the proceedings in the first instance. 

It is our view and hope that the appropriate committees and 
subcommittees of the Congress will have the opportunity to probe, 
study, and perhaps report upon the possibility and the feasibility of 
Congress considering anew the matter of entrusting to independent 
regulatory agencies and commissions the congressional prerogative 
of regulating interstate commerce. It should be considered whether 
such regulation can be accomplished through greater application of 
the administrative rulemaking processes and with a lesser dependence 
on the procedures utilized in the courts of law. Some remedies along 
these lines, to reduce the present long delay in arriving at decisions 
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would, in our view, represent a most valuable contribution to the 

preservation of small business and our free and competitive enterprise 

system. 

Note is needed in antimonopoly cases than mere simplification of 

procedures. There is need also for augmentation of substantive law. 
We agree with the proposition that President Wilson placed before 

the 63d Congress in 1913 when he said: 


We are sufficiently familiar with the actual processes and 
methods of ouniele and of the many hurtful restraints of 
trade to make definition possible, at any rate up to the 
limit of which experience has disclosed. These practices, 
being now abundantly disclosed, can be explicitly and item 
by item forbidden by statute in such terms as will practically 
eliminate uncertainty, the law itself and the penalty being 
made equally plain. 


Therefore, it is our view that, where experience has demonstrated 
that particular actual processes and methods of monopoly and hurtful 
restraints of trade destroy small business and threaten free and 
competitive enterprise, we should not hestitate to forbid them, item 
by item, by statutes in such terms as will practically eliminate un- 
certainty and thereby promote expeditious handling of antimonopoly 
cases. 

In view of the foregoing, it is urged that the Department of Justice 
and the Federal Trade Commission study this problem with the view 
to making recommendations to the Congress for simplification and 
strengthening of antimonopoly law enforcement. 

2. Great care should be exercised to insure that more of the limited 
resources available to antimonopoly law enforcement activities are used on 
really important matters even vf it should result in a smaller number of 
cases instituted. 

Review of the records of cases instituted under antimonopoly laws 
leads to the conclusion that a great number of those cases have con- 
tributed very little toward preventing the growth of concentration and 
monopoly since the enactment of the Sherman Act in 1890, the Federal 
Trade Commission and the Clayton Acts in 1914 and the Packers and 
Stockyards Act in 1921. 

How much worse the situation might have been without the legis- 
lative acts and the enforcement activities we have noted is a matter of 
speculation. We do know that despite this effort concentration and 
monopoly has grown apace. On July 12, 1957, Senator Joseph C. 
O’Mahoney presented a report of the Subcommittee on Antitrust and 
Antimonopoly, Committee on the Judiciary, United States Senate, 
entitled “Concentration in American Industry.’”’ That report pre- 
sents statistics gathered by the Bureau of the Census. For each of a 
number of the basic industries, this report shows heavy concentration 
in the top 3 or 4 concerns. For example, in 1954, 94 percent of the 

roduction and sale of motor coaches was in the hands of the four 
argest companies. At the same time 84 percent of the production 
and sale of gasoline and 93 percent of the production and sale of 
unfinished oils and lubricating oil base stock were in the hands and 
under the control of the 20 largest companies. 

Now, what about the production and sale of TBA (tires, batteries, 
and automobile accessories) items? By 1954, 93 percent of the pro- 
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duction and sale of vulcanized fiber, 52 percent of the synthetic rub- 
ber, 79 percent of the synthetic fibers, and 78 percent of tires and 
inner ies were in the hands of the four largest companies in this 
industry. Eighty-one percent of camelback and tire repair materials 
were being produced and sold by the 20 largest companies. Also, by 
1954, 93 percent of the production and sale of electirc lamps (bulbs), 
and 99 percent of the jeweled domestic watch movements were in the 
hands and under the control of the 4 largest companies, while the 4 
largest companies in these industries controlled two-thirds of the pro- 
duction and distribution of storage batteries. 

Small and independent business is receiving a decreasing share of 
manufacturing in all lines of business. At the end of 1952 the few 
corporations, having more than $100 million of assets each, owned 
51.5 percent of all of the assets of the manufacturing corporations of 
the United States. At the end of 1955 this percentage had grown to 
57.1 percent. In other words, the big business share of the total 
business of the Nation had increased by more than 10 percent in that 

eriod. In 1956 their share of the total manufacturing assets had 
increased to 59 percent. According to 1957 reports of the Federal 
Trade Commission and the figures published by Fortune magazine, 
about one-half of 1 percent of the manufacturing corporations in the 
United States had 57 percent of the sales made by all manufacturing 
corporations, leaving only 43 percent for all others—large, medium, 
and small manufacturers. 

The failure of antimonopoly law-enforcement activity to prevent 
the growth of concentration and monopoly should not be allowed to 
obscure certain very solid accomplishments of the Antitrust Division, 
Department of Justice, the Federal Trade Commission, and the Secre- 
tary of Agriculture in a number of important antimonopoly cases in- 
stituted by them. The Antitrust Division and the Federal Trade 
Commission are to be commended on their brilliant accomplishments 
in some of those cases. For example, the recent court decisions in the 
Dupont-General Motors case and in the Youngstown-Bethlehem Steel 
case are landmarks. Likewise, the decision by the Federal Trade 
Commission in the Crown Zellerbach antimerger case is significant. 
However, we repeat that more of our limited antimonopoly resources 
should be diverted from the less important to the more important 
cases 

3. Important antimonopoly cases should not be settled through the 
entry of consent decrees and orders where the price paid involves the 
foregoing of needed relief. 

It has been noted that in some of the important and significant 
antimonopoly cases consent decrees and orders have been entered 
which did. not provide for important elements of relief prayed for in 
the complaints. A striking example of that is the consent judgment 
entered in the recent case of United States v. American Telephone and 
Telegraph Company. 

Decrees and orders entered in antimonopoly cases should not only 
provide for the relief from practices fauna to be in violation of our 
antimonopoly laws but also should provide the relief in terms which 
can be relied upon to stop such practices effectively. For example, a 
decree in a case enjoining a combination and conspiracy should be so 
drawn to effectively bring to a halt not only the conspiracy but also 
the methods and means found to be part and parcel of it for 
its effectuation. 
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4. Decrees and orders entered in antimonopoly cases should be enforced. 

It is of little moment to enter decrees and orders p rting to 
forbid practices and conditions found violative of our antimonopol 
laws unless compliance with such decrees and orders is enforced. 
Reference has been made to the fact that a decree was entered in 1916 
purporting to enjoin the National Cash Register Co. from engagi 
in and carrying on certain practices found to be violative of edaeal 
Antitrust Laws. On two separate occasions since that decree was 
entered, defendants in the case have been fined for violating provisions 
of the decree. Recently, in November 1958, smaller competitors of 
National Cash Register Co. concluded it necessary for them to file a 
civil proceeding seeking to enjoin National Cash Register Co. from 
practices similar to those it allegedly had used for as long ago as 1916. 

This report has detailed references to the few actions in which the 
law-enforcement agencies have sought to enforce compliance with 
decrees and orders entered in antimonopoly cases. There, too, 
reference is made to the fact that in the few instances where proceed- 
ings have been instituted to punish violators of decrees, the results 
obtained apparently have not provided sufficient deterrance to future 
violations, 

5. Where needed to simplify and strengthen enforcement, new legisla- 
tion should be enacted. 

Reference has been made to a number of legislative proposals which 
would simplify and strengthen substantive provisions of our anti- 
monopoly laws. During the past session, members of the House 
Small Business Committee and others have introduced a number of 
bills toward this objective. As previously pointed out, the enact- 
ment of Public Law 85-909 was one of the most significant recent 
steps of the antitrust law. Other legislation, however, is still needed 


and in the following section we recommend additional specific legis- 
lation. 








IV. ReEcoMMENDATIONS 


It is our considered judgment that our laws against monopolistic 
restraints of trade and for a free and competitive enterprise system 
are deficient. In a number of areas, they are inadequate to reach 
and deal effectively with practices harmful to small business and 
competition. Recognizing this, we feel that we have a duty not only 
to small business but to the public, generally, to recommend that the 
Congress consider taking the steps necessary to strengthen our 
antimonopoly laws and thereby act in furtherance of our national 
policy for preserving @ vigorous ‘small-business community and a free 
and competitive enterprise system. We believe that the minimum 
legislative action needed is indicated by the following recommenda- 
tions that Congress should enact: 

1. Legislation amending section 11 of the Clayton Act to provide 
for the finality of orders designed to enjoin anticompetitive and 
monopolistic trade practices; 

2. Legislation which w ould strengthen the antitrust laws by pro- 
viding that the “‘Good-faith”’ defense of subsection (b) of section 2 of 
the Clayton Antitrust Act shall be a complete defense to a charge of 
unlawful price discrimination ‘unless the effect of the discrimination 
may be substantially to lessen competition or tend to create a 
monopoly”; 

3. Legislation which would amend the Clayton Act so as to provide 
that the term ‘‘antitrust laws” set forth therein shall include all pro- 
visions of the Robinson-Patman Act and thereby making it clear that 
small-business firms injured through violations of section 3 of the 
Robinson-Patman Act may sue in private litigation for damages sus- 
tained as a result of such violation (this problem arose when the 
Supreme Court of the United States on January 20, 1958, in a 5-to-4 
decision in the cases of Nashville Milk Company v. Carnation Company 
and Safeway Stores, Inc. v. Vance (355 U.S. 373 and 389), ruled that 
section 3 of the Robinson-Patman Act is not a part of the “antitrust 
laws”’ and therefore small and independent business concerns cannot 
use it as a basis for filing private suits under the antitrust laws) ; 

4. Legislation to amend section 7 of the Clayton Act (the antimerger 
law) to provide for (a) premerger notification to the enforcement 
agencies, (5) application of the law to mergers where either the acquired 
or acquiring firm is engaged in interstate commerce and to (c) facilitate 
the enforcement of the antimerger law and public policy by providing 
for effective use of premerger injunctive proceedings in those instances 
where either the Antitrust Division of the Department of Justice or 
the Federal Trade Commission seeks to challenge a proposed merger 
as being illegal. 

In addition, we feel that the capacity of the Federal regulatory 
agency to deal with the antitrust and other problems, free of outside 
influence, would be vastly improved by restoring them to their former 
independenc e. This end could be forwarded by the following: 

5. Legislation to amend the laws authorizing the independent Fed- 
eral regulatory commissions or boards to provide that the chairman 


24 





LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 25 


in each respective commission or board shall be elected by the members 
of such commission or board after having been duly appointed and 
confirmed to the membership of such board or commission ; 

6. Legislation to amend the Budget Act of 1921 to provide that the 
independent Federal regulatory commissions and boards shall make 
their requests for appropriations directly to the Congress but before 
doing so shall provide the Bureau of the Budget with copies thereof; 

7. Finally, it is our belief that some adjustment or modification 
should be made in the existing rule that requires the independent 
Federal regulatory agencies to obtain approval from the Solicitor 
General of the United States, or any other agency in the executive 
branch, to petition the United States Supreme Court to review rulings 
or decisions made against such agencies. We recommend, therefore, 
that the appropriate legislative committee consider this situation 
with the view in mind of determining whether remedial legislation 
should be enacted. 


H. Rept. 2714, 85-2——_5 
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Appenprx A 


Cases instituted under Federal antitrust law, July 1890 to September 1958 








Title of case Industry Proceeding 

1891 

U. S. v. Jellico Mountain Coal & Coke Co...........------ rl actin inci dasdeae a eaeaae Equity. 
1892 

U. & wv. Freed Real FI AM... «ncndtcsn penncantgal, Es aneanmetanananenennes f 

i Aas Senn <nnnceoncoaseghtinnnbaatanteedoscacnmamnne Lumber dealers. ................ Criminal. 

Bie ys Re hk ale Se Ee Sugar refineries. _........-.-.... Raw. 

O. By Rc OG inn in techiptiettnintieuntarntiindaanovenenan Distilled spirits. ..-............. Criminal. 
1893 

GB, S Pele, - atactnintincdatenonahaemmmbnniasnnnaned Ca nt so eres Do, 

U. S. v. Workingmen’s Amalgamated Council. ..........-.- SE Go ers Equity. 
1895 

U. Ti de cnsacctitintmadeceus utmadaiadnninn-=emaseiiliicdadaadaaaneenmnead Min cacoustehauan ae Do 

I ctelachvadvioneanntinnacencdanenanainndssonennremee ee ae ee ee Do 

BS, Bins ccsndeoaindisthtcianaaidianeiipaiitesaaaee | RES Te ae 

DF. Eh, Ga envi scaniartn aad amdenbian headnamademaiaeae iiucciehuapsacanidipiankekanietee Criminal. 
1896 

GD. & ¢. BEG, ..-nttitaectaternnthiguidhasaobdsaneamusen IN recs ciecoedeedihrccleaoateal 

Giz Bh. We OS TVGINS. AOI. oda cncnentwcasnntedecascooscese tinea Equity 
1897 

U. S. v. Addyston Pipe & Steel Co_..........------------.- Ca nn ener ee Do. 

UF, Gi.ae, I sasinai a othenneddeentndainaetnMaaceeeenaemen Sie coo kaaeckoneenen Do, 

Ge Ais Oe. cy cemnceacceccencnielinascndencenandeanel Sita oc scene at een ees Do. 
1898 

, B, tC DY BUG nce stnccabeteatdececr cata Cat Gey mendictatsecemnentint Do. 
1899 

U. S. v. Chesapeake & Ohio Fuel Co..........-.---....-.-- Coal producers..............-... Do 
1902 

C7, G1: ¥, Pees CRONIES CU. 2 nccocsnnunebdeocaascouces I tant epee co tettgenenied Do, 

TD; BF Vo FOES COMPO ncn enntgcnsancpentedseceseccscce Moentpackere. —.. 1.52 conces Do, 
1903 

U, By Pere Gad Ge ov nesennaneunsteateecsdcdsentad Geti.<.....2022 SE Do. 

Fic p abc onaccubaccavesacceugaaamngeneheeeetiaonceiieue OO a iiis cniwec iv nniale Chistes Criminal, 

1904 

U. S. v. Baker & Holmes Co__--- ~eureneniaknan deena edaae Wholesale grocers-_-............. Equity. 
1905 

FG, eee el Cl los cco decbupmapnnedeetiae POE ne aesneccgheaeeenin Do. 
1906 

U. S. v. Armour & Co__....- a ee en eee Meatpackers........-.....-..... Criminal, 

EA gt ee eee nt a eantndoe casey eee: 

U.S. v. Nome Retail Grocerymen’s Assn__..............--- Retail grocers. .................. 0. 

me RE Railroads... 

GU , Be Yep Geel Wo een cccccka cccccnpsnepaeesccccenia 

Fg Bi. Fu. Se Gs ccensmsnsennenatetatetccests 

yg He Oe 

U. 8. v. Nat’l Assn. of Retail Druggists 

U.S. v. Virginia-Carolina Chemical Co 

U. S. v. MacAndrews & Forbes Co. --.........-.--------.. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 


Sasa sacacsaccac 


S 


sass sacaq 


sasacacasssaaas 


aasacacassacs 


aq ssacesscas 









Title of case Industry Proceeding 

1907 

ee ie I I WR ee iui eedcineacccokecaeieeien Mk sideekhin cunkeiakeibnae Criminal 

S. v. Chandler Ice & Cold Storage Plant__.......-2...0«.}----- rt acc cet ceed oh omic gion Do 

os acces nucueen I Sinisa haat acid Do 

BE 00 ND OD gk. occ cmeccccennceontud ii a ate iis sah nmiees ath Do. 

rE EY GAD... .nksencsoahecegenmenenell ROE aS ae Do. 

S. v. Phoenix Wholesale Meat & Produce Co__........-- Wholesale meat__..............- Do. 

S. v. Senderd a OF A ee ae Stiri Cavin Subeibtesvedinied Equity 

B, Ve Fe ale nts tnas Task te th ot bmn cnty ee Squqapindate BE addtsiminbcaenthiousvee Criminal 

S. v. ‘Atlaniic I en none cancnceheeawiven NG as taccntenesscwssen Do. 

a: 0; A ETRE, Gosc cacao cc ceccpuanccaceonn Church furniture........-....--- Do. 

Ee bambi mmin sihsae naan iciaicsspiinc delta etait ds iihnsiotntntit Equity 

S. v. Santa Rita Store Co. & Santa Rita Mining Co..--.. Mine company store_-_.........- Criminal 

eee ey Wesco oso- so nascc a5. cetecncts COM Goricstsseswcsvicceceescese Equity. 
1908 

S. v. National Umbrella Frame Co..............-.-..... Umbrella frames. --._..........-- Criminal. 

eV, I BORN CO 2 cccccccccnccntnnscococsten ssi iecinccthilitainn sciehk ciceartncon Equity. 

iy ie EE Oh inti unariniinonnnidcnucdenioied Church furniture..............-- Criminal. 

8. ws Du Pont de Nemours & Co............-.--........ Ee Equity. 

S. v. One Hundred and Seventy-Five Cases of Cigarettes_.| Tobacco___............-.--.--.- Libel. 

See ee CII On nn erntindcuceccnceucc eee GeO ees se Criminal. 

J en 2 OEE COS ORs n. . smaticmnistinsosccoccancoa eta eee <6 ee Do. 

aa accatleeetmedliadn. colitis iaeeeaabces bak Plumbers’ supplies_...........-- Do. 

ie i OE Eee Bis OD. oon coccmcceccdoasckaanewue li a Equity. 

S. v. Ray--..-.- Ditinssicedia inca Aaieitiek odie E ce aa i Sap ane tpdtiraiaincctmlarinieds Criminal. 

A ei. ts tnapscs cates in ivansessngteliRimeehaninag hppa feoe-arerdicacon-> abso aa am niiaal ne ed eae tae Do. 

in nee oacmeunenstboeenene sade Plumbers’ PEE sescnsbe se scc Do. 

&. v. American Navel Stores Co........................- NOs diciicncccdanadennens Do. 

S. v. New York, New Haven & Hartford R. R. Co...-.-- IN cigcdataaancttnsdeccnoindnical Equity. 

SI alittnce onacctntcietemdcetarrsaidcuekoene ciel tetra ti SR iTe ee Criminal. 
1909 

ee See Ns WP cccaekencawasdenccucceascasaactonseeeuel istic ce teehee ae Equity. 
1910 

S. v. American Sugar Refining Co--.-.-_-- SP aeons cae Criminal. 

S. v. Albia Bor & Paper Co..---- .| Paper board....._...- Do. 

i ....| Tobacco products Do. 

S. v. Imperial Window Glass Co__......-.-.-..-.-..-.-- SOT TN ace cctnenieine Do. 

i. Waeeaemes POON CO oo pence ctescn cele ccse IED... Senne dane ee Do. 

ae as cell amen aonna euke ar Rae ort eee Ae Equity 

a ne acess caceneeeen een nar 2 xe a eee Criminal. 

ee eee eran I i Equity. 

S. v. Southern Wholesale Grocers’ Assn__._.-.......-.-- Wholesale grocers. ............-- Do. 

S. v. Great Lakes Towing Company-._........-........-- A a a Do. 

S. v. Chicago Butter & Egg Board_.............--.....-- eg FEE lS Do. 
1911 

a ac cin recthielt bncmedicnnnbais I dhe iatiesctetidickia nn esmeciials Criminal. 

S. v. Standard Sanitary Mfg. Co_............-...----.-- Enameled ware................. Equity. 

trek ecaivendnaniiinewen PE ID ai iatincinitlacknonionateind Criminal. 

8S. v. John Reardon & Sons Co....................-...-- ntl omnbisnnctiniise Do. 

S. v, Standard Sanitary Mfg. Co_..................-.--- Enameled ware. ................ Do. 

S. v, American Sugar Refining Co_.................--.- ener ee ee ee Equity. 

ee 0. SE ect i can sanasccentcnmdcacusccesues Paving products. .............-- Criminal. 

i ig MD DIONE os ccm enocaennianecsons a meer. 

i, Wermaneere- Americas CO... oon cise cnenncncccees IIT ii acca senediinaieamaaied 0. 

a cio EY SI aca s00 Scienomice nae Criminal. 

S. v. Eastern States Retail Lwmber Assn_...........-.-- Sa A Equity. 

ae lls cides ies ciel sia ice chile Ronininansiil Sucengetiicadl Criminal. 

a a dessa ne ascieal Retail lumber__----------------- Do. 

I EEE ED EET SEE ETE: TN 6= aaa aaa Do. 

S. v. Periodical Clearing House. -......................- PES pacihesctcauenangacwed Equity. 
1912 

il OC vcnicnnsmagaiminn tied Criminal. 

I OIG: MON sc nGbntnlsnencwnmendiedmenancwanl IIE es Fhggirkiahcndanmtmininem eaeraal Equity. 

I il a a el OGRE MRD prercnccncaccccccs Do. 

Re ea re Ses I aS crest Se hl Criminal. 

I UE COD. 0.6 .ccccdstihipemectinonncnecoces TE Wc. nnd eonctidnnen Equity. 

i aad NE i sail Shoe machinery-................ Criminal. 

S. v. Colorado & Wyoming Lumber Dealers Assn_......| Wholesale lumber...........-.-- ee 

a eee aacwmeiionnel Me & warns tesincemiaenteatnaminaiean 0. 

i, reer Se AOD nn, a cere itd enwanaeae Rn <n ins onsnshaesk oaene-pikiaidigmaeeen inet Do. 

ak alll ated ome wei Rt WN. «dc cemanetbenin Criminal. 

. S. v. National Cash Register Co...........-.......-.---- Cs COE nw nen cemieoe oer. 

S. v. United Shoe Machinery Co..........-----.....-..- Shoe machinery..............-.. 

. S. v. Haines 





0. 
RAGE GEE: wancutivaecennnsaren Criminal, 
Do. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 















































Title of case Industry Proceeding 
1912—Continued 
U. S. v. Pacific Coast Plumbing Supply arntas dihenbnainniid ans & suppiies..............83)' y. 
U. S. v. Keystone Watch Case Co--.- Wat “ie Bo. 
U. S. v. American Naval Stores Co_. Naval canencs Do. 
U. S. v. New Departure Mfg. Co.......-.--.- Coaster brakes Criminal 
U. _ North Pacific Wharves & Trading Co. Wharves, Alaska... a 
U. S. v. Pacific & Arctic Ry. Co--. Steamships, Alaska. Do. 
DO no) chica cdc esdtt as naseunemmibipeianniedadkigen Ps nd en Bip Do. 
U, 6 0, Femeree ss ances ea Cash Do. 
U. S. v. American-Asiatie S. 8S. Co........-..-.--....---.-- a Equity. 
ie ay” Sea eee ees RA innsicinnsniesintninnainil Criminal. 
U. S. v. International Harvester Co..............--.-.-----. — machinery. ......- ee 
U. 8. v. Amanat Cb. Of AMAR. 6 sci ccindniceccnccsceccs) BN, chibi cccencesunennn 0. 
UU. 80: BRB isk hisiihhentimn telltciils hited ais Bs eircternins Do. 
OC, Bt Prins TA, BOG. cnsiitdsdhnnntadatacgbsienntaensiiad I iar citenentiiethincinasdsoneitidigii Do. 
1913 
U. S. v. Central-West Publishing Co-_........-.-.-....--.-.. PG iccceemennne titel Do. 
U. 8. :¥. Apsociated BUR Peseta. fico ooo ecko ncncencnswows Billboard advertising............ Do, 
U. S. v. Motion Picture Patents Co. ....---.-.........-... Motion-picture patents__........ Do. 
(Le | Sere le ee nee osm DI DLUs eek Criminal. 
U. S. v. Masters Horseshoers’ Nat’l Protective Assn.........| Horseshoes_.................-..- ee. 
U. 8. v. Philadelphia Jobbing Confectioners Assn_.........- Gandy jobbers iciniinaianineleahiicesnetinthindl 0. 
U. 8. V, Elgin Board of Trade... ..22.2-. seco nnasccccccase ii iaitenitsbainiessciiicereceiniernieiton Do. 
UO, Bh'V REGO. ann canenernepeecanwess de qnueawonedei ee aanetlnhahieititernbethignetcecsindl Criminal. 
U. 8. Vv. poe Corw Fiabe Geno ose cnc an cacesccenccn EE i eweebiche till Equity. 
AS oe ee eer See Fruits ond vegetables___........ 
U. S. Vv. Krentler. Arnold Hinge Last Co_.....-.-.....--..-- eS ae ET ae ——s 
U. S. v. United Shoe Machinery Co. of N. J-....-.--..-..-- —_ machinery................. ° 
U. 8. v. Chicago Board of Tradé.-. 2.22222 .20<--2000secee SN renrntneiennneretnoceninenee ane Do. 
OM 6 EY 5 ee a) Ee Do. 
U. &. vi Eeeewanne RRs OO ccs hn ccccawescesee Oeeh ivis scons. w0okis. tea Do. 
Ch, Bh Ve FE FN Sc ccntnctnncmtdennniiinciacis Cash registers ARR ERY Do. 
U. S. v. Internat’l Brotherhood of Electrical Workers_.......| Labor union. ---................ Do 
6 aS ee ae iin ciscacsininiesisiienitinn Do. 
U. 8..v. American Thread Os... 2. eck ssc cian nnccasecscccc> ROM UR sisal SS Do. 
U. S. v. Burroughs Adding Machine Co._.................- Adding machines----...........- Do. 
U. S. v. American Coal Products Co. _.....-.--.........-.. Coal teri2da we. a suuis dbs Do. 
U, 8.02 Termind BR. RR. AMR. 6scrcocbcl lin dsesecsnseeen ROO ccrnccnete liane Do. 
UO, &. Vc TUG DORON DID. OOo. cccd annecscducctimnatwii Bicycle and motorcycle parts....; Do. 
Ch, Biwi Bie ka hk ARR ns ccccndeineniile SAORI. AL .ncccccinnceccas Criminal. 
ee ee Te — i Equity. 
U.. 3. Vi“ QaaRr Oat GO is csi eactenecd einccrcaasadecsagad MORE. 5c ie wise i eae 0. 
UO. By Wi Rasen ged aA ca pptennnsancbied Fraite and vegetables__.......-- Criminal. 
1914 
UO, B. -V,; FRGRRGOG. « nnccccccnctspens eds. ccnnccesnni Ootete. .sicnic. DAs nai Do. 
U. S. v. American Telephone & Telegraph Co_.......-..-...-. Telephone. ....... sii A Equity. 
U, &. ¥. Reading Compan co5 osc Bo ico op cccccccnasses ON kA Guthibiicmnnnceslel lll Do. 
U. 8S. v. National Wholesale Jewelers’ Assn................ SOE ek Sal cbse ON Do. 
U. &.:¥;Amnertenw Caw Gea soc Be deccccceneuns ‘Tip eemtcc tiscali ee Do. 
Oe | ere 7 Ue eee Labor union. -.-..........-..2.2 Criminal. 
OC, Bp Wi Fan aie chiA te sh. cto initineccndeneeibiaelae Cs SE i a stecntitiatisicinaiitiaiail Do. 
OC, Be Wi Be Fa Gia, oh ch Sk wt in deseusecanes Is 6. cbt beecsrncnnncane Soe. 
C7, Bi Wi TA VR FR. Fi Gi ih ee dos cndesncame a i a ge 0. 
UO, Bi VO nies ae OE TESS, dsc cencsscotn Plumbing supplies__.--.-.-2..-- Criminal. 
U. S. v. American Wringer Co_.........------------- cewsne Clothes wringers..........-..... Do. 
1915 
U, Bt; Fiaoth Plaherice 00. 2 oan ion cwnnd gill snd cctestcceses FU signe noes Lea eee Do. 
U. S. v. New York, New Haven & Hartford TE Ciincanes Raiwente.2 iki tech Equity 
U. S. v. Western Sere ee pidlieadossctadesens Cantaloupe ei ..os- sess e Criminal 
GC. & Fo Gee ec ST ee. aceanhecen Country produce.............--- Do. 
U. S. v. McCoach_.-...--- +s5 hems oo Snppies.........+-.c05 Do. 
U. S. v. Irving... -do 
U. S. v. Rockefeller _- 
U. 8S. v. Chapman_.. 
U. S. v. King-.-- 
U. S. v. Artery. . 
U. S. v. Boyle- 
. S. v. Bowser & Co 
U. S. v. United States Machinery Corp-- own ssssecesancs} SOO MIRGIMTY...- sos IT Do. 
U. S. v. PRintelen..-- a sabre catastereen suseednens ee eee nee Criminal 
U. S. v. Bopp-.-- bebvis Seidadcsnecsnanddcessectiansnalt dedeeehihenainmoneananen Do. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 





Title of case Industry Proceeding 

1917 

a a eg ee Cia nn ceenenas Do. 

ee LS ES aaa Do. 

ee ee esa eats oe aneacanan Do. 

U. S. v. Algoma Coal & Coke Co-.- Do. 

U. S. v. Baker- Whiteley Coal Co. Do. 

2a) tie I Ris Konbine nencaetilin maeen<--20<sn0% Do. 

Fy a TN Saiki e = nen Batugls wiblélis odcikine on - Do. 

U. S. v. Chicago Mosaic & Tiling Co- Do. 

U. S. v. National Association of aster Plumbers....---__- Plumbing ee fhe te Equity. 

U. S. v. M. Piowaty & Sons....-........----- denen sanesnants Gap aba i Oy aided: renin Criminal. 

CE) Bak cnn cnrenccianceeniihid Oe i ceineniedeas — Se tee ixhih enn meine dan wee wel Do. 

U. S. v. New England Fish Exchange............---------- Wes dk ceswd covdaadtck) dewtedhed Equity. 
1918 

U. 8S. v. Pan-American Commission Corp-_-......-.-..-.... Dias eeneditenaadtebicuades Do. 

cretion i tee. acca ceuewsnen Criminal 

U. S. v. National Retail Monument Dealers Asen_-_-..--.-.- aici aca cuties Do. 

Oe a nem esbdhilshtl demas canes UU knit teenth n> denstociad Do. 

Oy I cic Mis uk in ditss E nannanananne Auto accessories................. Do. 

i UT A ie SS, as SE re ia Dil nm encticnititiniienem We OUEEE BONNE a ceded aqctinBin enn mee 

U. 8. v. Paris NNO IO. «... . nilkdstdinabtlodecenatunnana tei sc nandnnen nave 0. 

Ae I es ha a saa NE Ul aineenenneniil Grocery dealers.............-... Criminal 

Bi idmncanacnncnnnsticliticttithkohdunassawanandl ig itd cnitnnbndaee abimrsine Pquity 

ik latina SRE le remanent menial HD CNEO. chris in tmeedkben 0. 

i ee ne tne he anadndcnnseccuhil Criminal 

U. S. v. ie I a ORI GENIN 6 pia aid aved denn Do. 

EES 8 Ys SSR Teer a eae NE 6 ab ahpeiicincemesnes som Bquty 

oe eS SS a TE GS, inne tcsin deheerninawe'te 0. 

U. 8. v. Victor Talking Machine Co..............-..------- Talking machines___...........- Do. 

6 LTE A TE LET PEE IERIE IT POWERTOG HOD crt cnn cncoteenen Criminal 

Pra i IE TO FI ss necsninineaechedeel EE is clear seracaya arisen EE WTO inc cnsel doa niiictnente Do. 

U. S. v. Button Expert & Trading Corp..............-.-..- NE ii icoiukhs Shad ~ndieenetl Equity 
1919 

U. S. v. American Cone & Wa a Or Os cer ai eal Ice cream cones..........-..-.-. Do. 

U. S. v. Sumatra Purchasing Corp................-..---.-- I ot baad. acnihtde <mhn wae Criminal. 

U. 8. v. Western Cantaloupe Exchange_...........----.---- CORERIOUING 43 wkend Jces's neni sal 

ED. Ec RE ey 1 ee pO ee ara ea 0. 
1920 

U. 8. v. Atlas Portland Cement Co............-.--.-.-.---- | A RSE RR i Do. 

U. 8S. v. Alphons Custodis Chimney Construction Co-_......- nn enacie ain Criminal. 

U. S. v. American Assn. of Wholesale Opticians._....._..--. Wholesale opticians___-.......- —" 

iy i ie weet Powdered iron.................. 

U. 8S. v. American Column & Lumber Co.........--..--.-- i ths setae Do. 

RE EERE LE ee Meatpackers...................- Do. 

i II cemencnnntl Toilet ar Rs cnnathounioandt.tgedll Criminal. 

U. S. v. Sumatra Purchasing Corp._........---.-.--.------ Tobacco... .....-.. Eauity. 

U. S. v. Barbers’ Supply Dealers Assn_..........-.----.-.-- Barbers’ supplies Do. 

U. S. v. American Linseed Oil Co_..........---..-..-----.- iin. cthacteinsocutwiall Do. 
1921 

U.S. v. Consolidated Music Corp... .........--.------------ Copyrighted music__---_-- Do. 

i is acinar eh cha init dink De dqccencancees Steamship brokers Criminal. 

Sl cE ee cee antanasaesdasceesasnen i a Be 6 was iin Equity. 

U. 8S. v. California Associated Raisin Co_...........-------- Raisins uence bo. 

U. 8. v. Goodwin-Gallagher Sand & Gravel Corp__.......-.-- eee cen nan aaa mand Criminal. 

a Bee Eo Es ae ee TT... 1s wane enol eeadaliivell Equity. 

U. 8. v. Goodwin-Gallagher Sand & Gravel Corp_..........- GS eh uth, eeu aid «dene 0. 

U. 8. v. Andrews Lumber & Mill Co__.-......-..------.--- Building trades en eaten coe epsinmnivln: OE ER 

U. 8S. v. Poster Advertisers Asen........-........----------- Outdoor advertising ____-- Do. 

Sig tly Oe oa clcetnn na G he Mids en seccceanncees Rubber heels Ecuity 

U. S. v. Corrugated Paper Mfrs. Assn__.............------ Corrugated paper su a Do. 

U. 8. v. Southern Pine Assn_-........--.--- I a ane a RRR RE etait Do. 

i AM as le a oe Se eancocesoesteet ARS aepepeneyepersaeedio + Criminal 

U. S. v. “Alpha Portland Cement Co__..--.-.--------------- Et big iawn cnene nc : Do. 

AE RENT Ee Sane Coal dealers___....------_- Do. 

Os ee ie el, Cin a nccndnaplbiiprenatecesanssesee itis itininonkmweetowod Equity 

U. 8. v. American Coated Paper Co._...........----------- Glazed paper.  coran le all otdonl Do. 

U. 8. v. American Lithographic Co_.............--.-------- L hanuee DEEN... coccces Do. 

a ee ceasensswasowoned Plumbing supplies -_-...........| Criminal. 

U. 8. v. Chicago Master Steam Fitters’ Assn___.........---- Heating apparatus cael dle Do. 

ys aT, CO orks init ded enceccacaneccontscens Dstt cudenssanbhonietss ons Do. 

U. 8S. v. Cement Mfrs. Protective Se COsgiccne.-...-. an Equity. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 





aces ase asc: ¢ 
tn ta tn bn S tn Bo tn Stn ta Un tn Sa Can bn tn Un on bn Un Un 


sssssssssssssssssss 
tn ta ta tn ttn Ca tn Can On ta tn Sa bn Un tan 


SAA AAAAAAAAAAASAAASA 


seasesessscs 


SSSSSSSSSSSSs 


SSsss 


Vv. 
Vv. 


v. Andrews Lumber & Mill Co....--.---.--.----...- 


Vv. 
Vv. 
v. 
v. 
v. 


adda 44999449455 


>» GES DURING Gi ailvccensccccnsccidesssnencend 
» Cnet TRO EAD... cnicenccvnmnsemenlcinecmanh 
es PO ae NERS SR ae See eee Til 
SN cinch cirechak a tignininisctih ts Sasi Aidiiaitidaiatidag 
- National Enameling & Stamping Co-__............- 
. Bricklayers’, Masons’ & Plasterers’ International 


‘United Gas Improsement COs. o.citcv~.ncencocnnee 


. Wickwire S P CO Gar Bi vs Lisi cncccabtsindi 
. American Terra Cotta & Ceramic Co. .._.......... 
SF IE on ecwitntntindsine nnbllestbB alah d sists iitacsiasiadiitaii 
. United Gas Improvement Co_................------ 


» Trenton Pollerics Ceue issn cc dtes dh <nancncsccane 
, GTO S GU a vincic sb ccncacnctsanspiiessennebies 


. New York Coffee & Sugar Exchange, Inc. 
. Industrial Assn. of San Francisco.................- 





















Title of case 


1922 


Atles Portland Cement Co............-..--------<- 
Alesouder. & Field Ob... skids skis. duncancascnns = 


Aflentic Terra Cette Oy Visine soccub in cceccnccucsce 
American Terra Cotta & Ceramic Co_............-|----- 
NORGE reece hiie BE Biel ds decchenmanatd 


Mid-West Cement Credit & Statistical Bureau__...|..--- do 
Johnston Brokerage Co. ............-.--.....--..-- 


Lehigh Portland Cement Co.........-..-..-.------- t. 
American Window Glass Co., Johnston Brokerage | Window glass. 


1923 


BG Ss nid anahbiinnaintl ta kesidiahe 
Gypsum Industries Asan. -........-- 


at’l Assn of Window Glass ape. ‘ 
Rastin-- 


Maple Flooring Mfrs’ Assn. _.......----. 
Western Pine Mfrs’ Assn. .-.-.....-...-..-..-- 





1924 

V. AE CRO CO. < tecyredcnenseosspocscecscses DED Cs oc ddscsccnasecede Do. 

v. Live Poultry Dealers’ Protective Assn. _..........-- Poultry Geaher@ic:.....<.....<.. Do. 

V. BENE BURG OD. ccccodcccccccsoveposnstsasins FONE nd ecidantwdidadicecccas Criminal. 

v. ous Pastries, Citta las tc cstsls cnanmannmonine Electric lamps.....-.-.--....... Rquity. 

v. Nat’l Malleable & Steel Castings Co. ............-- TOD CRSTINGS. ...- 22-2 tio driven minal. 

v. Southern Calif, Grecere’: Ast 2225 csi... cwaesas Grocery dealers. ..........-..... Equity. 

v. Utah-Idaho Wholesale Grocers’ Assn.............--|----- Oh inn hh intact <a ena . 

v. California Wholesale Grocers’ Assn. -_.....---.-.-..|-.--- DOircisabibutl 34 dhai tetpagkies Do. 

v. Jeffrey Manufacturing Co_....-......-......-...-- poeenes macbinery........-. Do. 

©. | WiRestar> (nese Cth 6. pe hiscinsv ih cpenanansnans Ci sesi<onsstenetai Do. 

v. Standard Oil Co. (Indiana) ...........--..-----.--- Gasoline neeses=eneebatebiedeernd Do. 
1925 

Wi Bonttle Prednntt Agee oo cksdinsddtinionnenananne Farm produce.................-. Do. 

0s GR GO. COND rishi s didi w ctid tet dep concnsonnas SOE.» bitin dinanth< <b, <cuiteedkbonkies Do. 

v. Oregon Wholesale GRE MMB ii inievcccnscasens Grocery dealers. ..........-..-.. Do. 

Wi I iin nbc cn dbs tdssbid<vonnassnantia Tollet articles. .....-..-+.-+2-.- Do. 

iSO BOO, GOR. 5. cig udbiinscidagsbabascnnssnnen OO POND 6 <ccee erring bsicinwe Criminal. 

v. Nat'l Peanut Cleaners & Shellers Asen_.....----.- Peanut laeentzs and shellers_._.. Equity. 

To TOI. 5 ci concncttlbilh Atidenlespentuansenni THOS COR send < ccpttndil meet Criminal. 

Cs Geisha a enc nel dab cctewssenrneieanl Refrigerator manufacturers. ---.- Do. 

BoB idekictstnecntdnpuincabaiannemabbanane Chair manufacturers -_-.......--. Do. 

Vi Fk ck channns hi bindebtaataddonabectlaasael OI cnc nncconsscecansssiian Do. 

v. One-Piece Bifocal Lens Co............------------- Optical supplies_................ mquity. 

VW: Tennere Presucle Cisssiss ses dscunckict ccsscccsacs Tanners products. _.......-..-.. 0. 

v. Carson Brewing Company.--.--...----------------- GOR. ive cited « snetlntssdgonie Do. 
1926 

v. National Cash Register Co............-.----------- Cash registers_.-........-..----. Criminal. 

v. Berkey & Gay Furniture Co.....-......-.--------- Pe henetcke<entsndecnS ed Do. 

v. Aulsbrook & Jones Furniture Co_.........--------|----. a“ bails Ghenenek> tshugnte deat Do. 

Cu CAF Be COR isc occ cen seniticnid<pesccencntadl Ps sntbatedscegeiaathanaing Do. 

v. Porcelain Appliance Corp........--.--.--.----.--- Porcelain insulators. ............ Equity. 
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Title of case Industry Proceeding 


1926—Continued 


. Krewoski 

. Flower Producers Ci 

. Ward Food Products 

. National Food Products 
. Noland Company, Inc 

. Lay Fish Company 

. Shreve, Treat & Eacret 


1927 


. Leibner & Company 

. Mitchell 

. Southern Hardware Jobbers’ Assn 

. Rand Karder Bureau 

. Eighteen Karat Club Jewelry retailers 
. American Agricultural Chemical Co Fertilizer 

. American Amusement Ticket Mfrs’. Assn 


SSSssss 
mn ta a tn an 


. California Retail Hardware & Impiement Assn. --- 
ae Gum & Mi 


Adda Add4444 


v. Deutsches Kalisyndikat Gesellschaft 
v. Richmond Distributing Corp 
v. Allied Cleaners & Dyers of Seattle 


1928 


v. Gillette Safety Razor Co 

v. Maine Co-Operative Sardine Co 

v. Columbus Confectioners’ Assn 

v. Baumgartner 

v. Berger Manufacturing Co 

v. The Fernald Co. & Soule Steel Co 

v. Chicago Assn. of Candy Jobbers 

v. Asbestos Corporation, Ltd 

v. Metro-Goldwyn-Mayer Distributing Corp........-- Motion | pictures 

. Amsterdamsche Chininefabrick — derivatives 


sassasas scaccac 
tntatatatatatntn gatatatngatata 


_.| Criminal. 
Equity. 


‘0 


v. Wallace 

v. 383,340 Ownces of Quinine Derivatives. __ 

v. Paramount-Famous-Lasky Corp 

v. First National Pictures, Inc. ..-..-- 

v. Candy Supply Company Gandy jobbers 
Labor union 


U. 8. 
U. 8. 
U. 8. 
U. 8. 
U. 8. 
U. 8. 
U.S. 
U. 8. 
U. 8. 
U.S.¥v 
D 
U. 8. 
U. 8. 
U. 8. 
U. 8. 
U. 8. 
U. 8. 
U.S. 


v. General Outdoor Advertising Co___-_--- Outdoor advertising......._.__- 

v. Bernard & Co_._......------ Shirting cloth 

v. Greater N. Y. Live Poultry Chamber of Commerce-- Poultry dealers 

v. Painters’ Dist. Council No. 14 of Chicago, etc.......| Labor union 

v. Confectioners’ Club of Baltimore Candy jobbers 

v. West Coast Theaters, Inc Motion pictures___.............. Criminal. 
v. Alden Paper Co R Watermarked paper 

v. Balaban er Motion-picture exhibitors 0. 

v. Motion Picture Theater Owners of Okla.....---- a ee scabs Do. 

v. Bates Valve Bag Corp Bag- filling machines.........___ 

v. Greater N. Y. Live Pouliry Chamber a peneneres Poultry dealers 

v. Great Western Sugar Co_....-___- ‘“ ‘ Beet sugar ‘ 

v. Atlantic Cleaners & Dyers, Inc... ; Cleaning and dyeing 

v. Glaziers Locsl No. 27 of Chicago Labor union 

v. Evansville Sniatinoey Asso 

v. Ludowici-Celadon Co Criminal, 
v. Ludowici-Celadon Co do 

v. West Coast Theatres, Inc_- Count, 


1930 


SSSSSSSSSSSssssssse 
Da tata fn ta Ua tn ta tn ta tn tn Sa ta tn in tna 


. v. Great Western Sugar Co-...- ‘ Beet sugar 

. v. For Theatres Corp Motion pictures 
. v. Warner Bros. Pictures, Inc do 

. v. Pittsburgh-Erie Saw Co 

. v. Greater N. Y. Live Poultry Chamber of Commerce_.| Poultry dealeriiis. eakood 
. v. Standard Oil Co. of Calif Gasoline 

. v. Foster & Kleiser 

. v. Radio Corporation of America 

. Vv. Painters’ rict Council No. 2 

. V. 5,898 Cases Sardines 

. v. A. B. C. Canning Co 

Ew Wort Institute, Inc 


aaasasaccacsa 
RARDRDANRRARDARDDN 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 


Title of case Industry 


1931 


. West Coast Theatres, Inc 

. Asphalt Shingle & Roofing Institute 
. Bolts, Nut & Rivet Mfgrs. Assn 

. Sugar Institute 


SSSSs 


. International Business Machines Corp 
. Corn Derivatives Institute 
. Appalachian Coals, Inc 


. United Theaters, 

. For West Coast Theatres 

. Millinery Quality Guild, Inc 
. Union Pacific Produce Co 

. Nevada Northern Railway Co 
. Fish Credit Assn., Inc 

. National Retail Credit Assn 


. Vv. 


S. vy. Market Truckmen’s Assn 
S. v. Local No. 202 of the International Brotherhood of 
Teamsters. 
. V. Protective Fur Dressers Corp 
S. v. Needle Trades Workers Industrial Union 
S. v. Fur Dressers Factor Corp 
& - United Sea Food Workers Union 
8S. 


U. 
U. 
U. 
U. 
U. 
U. 
U. 
U. 
U. 
U. 


1935 


. Dress Creators League of America 
. Party Dress Guild, Inc 
. Half-Size Dress Guild, Ine 
. American Society of Composers, Authors & Pub- 


sss 


Labor union Criminal, 
Motion pictures Do. 
7. Republic Steel Corp Steel. Equity. 
. Mather Do. 
. Vv. Columbia Gas & Electric Corp-_- Natural gas 
y. Hulse. Credit information 


asacas 
DDD ” 


contempt. 


. v. Warner Bros. Pictures, Inc_- Equity. 
7. Local No. 202 of Int'l Brotherhood of Teamsters__..| Labor union Criminal. 
y. Warner Bros. Pictures, lnc Motion pictures... .-- Equity. 
. Textile Refinishers Assn., Cloth sponging Do. 


1937 


y. Standard Oil Co. (Indiana) te Criminal. 
y. Socony- Vacuum Oil Co., Inc \ 
y. Gramlich . Labor union Do. 
v. Interstate Circuit, Inc Motion pictures Equity. 
. Standard Oil Co. (Indiana) GAGUTEDD... . .ccncacnoncencosstll Criminal. 
. Socony- Vacuum Oil Co., Inc Do. 

. v. McGlone i Do. 
y. Ethyl Gasoline Corp Gasoline Equity. 
y. Aluminum Co. of America Aluminum Do. 


SSSss 


SSsssssss 


1938 


y, Ox Fibre Brush Co- Brushes Do. 
. Dairymen’s Assn., Ltd Milk, pHa ‘ Criminal. 
. v. Dairymen’s Assn., Ltd 
. v. Postal Telegraph & Cable Corp 
. v. Western Union Telegraph Co 
. V. Hawaii Brewing Corp., Ltd _ - 
. v. Chrysler Corp 
3. v. Ford Motor Co 
; v. General Motors Corp 
Local 807 o + Rima ogg > oy Brotherhood of Teamsters, 
Cc nde, Stablemen & Helpers of America. 


 SSssssssss 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 


Title of case 


1939 


o~ 
“4 


qq sq secascs 


. Paramount Pictures, Inc 
I ee Sek edd eamnniquansanat 
National Dairy Products Corp___.....-.-..------.- 
. Columbia Gas & Electric Corp__.........--.------- 
I To ealhiiibiipdcackseckunais 
. Ford Motor Co 
. Barney Balaban 


adddada 


. American Medical Assn 
. The Cooper Corp 


44 


COIN AAIUUORIOIO IE OD ooo nw sits ele doen sesnsens- 
. Wine, Liquor & Distillery Workers Union, Local 


S 
take 
«Pas 


. Imperial Wood Stick Co., Inc 
1940 
EE. ee ee eee 


Vv. 
. v. Local 807 of the Internat’! Brotherhood of Teamsters, 
uffeurs, Stablemen & Helpers of America. 


aq 
Bini 


S. v. William L. Hutcheson 

S. v. Local 20244, Wine, Liquor & Distillery Workers 
Union. 

Ie ae eel et SU daweueuueanan 

U. S. v. General Petroleum Corp. of Calif..........----.--- 

U. S. v. Long Island Sand & Gravel Producers Assn 


rn ne Ms, ok nae caeuduateeccaubeeee Wa bncccctiaddechededaae a 
U. S. v. Voluntary Code of Heating, Piping & Air Condi- |...-- Mak scndnpaqecdacsudcccseees 
paeee Industry for Allegheny County, Pa. 
U. B Harfere- mate Oeiis ios on-s.u--.- 2222-2228 Glass containers_._..........-..- 
U. 5 v. Engineering Survey & Audit Co_......-..--------- Building trades. -_..........--.--- 
U. S. vy. Sheet Metal Assn- ; hs Ns cniscgetl o dehicah clemaedls swanien 
U. S. v. San Francisco Electrical Contractors Assn_..--.----|.--.- Nei taal linn etttatedindinen: 
Fd ne I San desmlncnbbiminedebeaaee estintcsenccccaccdenscauueun 
U. S. v. Cadillac Electric Supply Co_.- Rite I sass ocddwaSnasuc sacle 
~ v. Plumbing and Heating Industries Administrative |----- Ne sscus hckereceens sae ae aaa ate 
ssn. 
U. S. v. Union Painters Administrative Assn_._.........---|----- ibs scccacsutensitseabasteee 
U. &. v. Excavators Administrative Assn_........-.---------|----- i cdiy<dceakin <tebadeekten 
U. 8. v. Master Plasterers Asen. of San Francisco. .........|---..d0.......--.-....----..-.-.-.- 
U. S. v. Joseph E. Sirrine- pe Salk Sell ns cel oo at eet a eto cae Berea ee 
U. S. v. New Orleans Chapter, ‘Associated Ceneral Con- |_---- Ms. nce chien scenuaece 
tractors of America. 
U. 8S. v. Building & Construction Trades Council of New |-.---- OS as: ta xeneh eset ein 
Orleans, La. 
i aL CU EE Og Se pe cicedncmenncceaanqaiaseed I cat chieniph tahobiaaibtiie 
U. S. v. Arthur Morgan Trucking Co. _....-- es JnccusshhanYimnasdehebeteitndh 
U. S. v. International Longshoremen’s Me cents. oaccccteas Aeneas se. Se. 
U. S. v. Heating, Piping and Air Conditioning Contractors Buliding trades... ..........-.. 
Assn. of So. Calif. 
—— v. United Brotherhood of Carpenters & Joiners of | Labor union._._-..-...-..-.---- 
merica. 
U. S. v. Contracting Plasterers’ Assn. of Long Beach, Calif..| Building trades--_-.-....-..--...-- 
U. S. v. Chicago Cook County Building & Construction |----- iin, sanalsatihndhipekdie bintes 
Trades Council. 
a, ne oo aha cas enn anemenen beediee Ta a wahoo 0k'> Sky enaianhardunens 
U. S. v. Reardslee Chandelier Mfg. Co..-..-----------------|----- hh odscnnnnoeek aah 
U. S. v. Harbor District ¢ hapter, Nat'l Electrical Contrac- |. _-- | eine ESE SES SET PS: 
tors’ Assn. 
U. S. v. So. Calif. Marble Dealers’ Assn... ..-.--.---------|----- Ba, ie eireran ideale ice waee 
U.S. v. Southern Pine Assn-.- SER ES See OSS — EE eee 
a i on cicahechcoccomepincmen Tsk castesaniee to hin ts aenkcneeleall 
U. S. v. Western Penna. Sand & Gravel Assn__.-----------|----- RE ee en 
U. S. v. Engineering Survey & Audit Co_.....-.-.---------|----- cic 35 < deh bac ttetechtenal 
U. . v. Lumber Institute of Allegheny County, Pa__....----|.---- iccncan dite’ +. tealvaesdl 
U. 8. vy. Santa Barbara County Chapter, Nat’l Electrical |----- Bbiek > bidet) <dchaaoendete 
Contractors Assn. 
U. 8. v. Marble Contractors Assn............---.----------|----- DO acchativceeetanbesedtie 
U. S. v. Pittsburgh Tile & Mantel Contractors’ Aaa. «ox ean MOS... . cabs bcaticctb arte 
U. S. v. San Francisco Electrical Contractors’ Assn_...----.'.---- Wis 658 5dtn00 sds cagasentl 


a) ee, A ON fi SE a a, wpe daceceescnses 

U. S. v. Underwood-Elliott-Fisher Co_...............------- 

U. S. v. Schine Chain Theatres, Inc. ....................... 

U. S. v. National Container Asen.............----------.-- 

UY; &.7: Crescent Amusement Co., Inc... .....-.....----...- 

U. S. v. Far West Coast Theatres Corp..............-------|---- do 
U. S. v. Local 689, International Brotherhood of Teamsters - - 

o S.v. The Assn. of American Railroads 

U. 





Motion pictures... ......-- waa 
Pie MRR. sche cinesdidcante’ 


PG sti notte —p-odeo< 


Medical services 


Motion pictures___............-- 
SEE EE a) cdcccacucedemeses 


NM WH icc cccccaassecchons 


TRO WOES decent netiroipondé-ne 
BOE CI ieciintkdnnqtvaipqcte 


ee Os 5. sian odin ket ences 
IR, ca cedaucccamecceune 
Motion pictures... ............-. 


Paperboard 


Motion pictures__...........-..- 


Railroa 
Labor union, building trades__ 
Labor union’ 


Industry 


PRO CIR ind ccenrcagit<Snccdtonne 


Proceeding 


damages, 
Equity. 
Criminal. 


Equity. 


Do. 
Criminal. 


Do. 
Equity. 


Criminal. 


Do. 
Do. 


Equity. 
Criminal. 
Do. 


Do. 


Equity. 
Do. 
Criminal. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 








Title of case Industry Proceeding 
1940—Continued 
U. & ¥, Raenenile: Cait ie en ep icagebenced Subinns twndeie 23S Pane. 
U. S. v. Mason Contractors’ Assn. of District of Columbia. _|.....do...........-.-------------- b 
ee Oe oe he ER St ee ee do sees LIU coche diqn SbaUhide Criminal. 
U. S. v. Harbor District Lumber Dealers’ Assn --_-_........--|--.--- Ose SW Big os SEE Do. 
“= v- Employing Plasterers’ Assn. of Allegheny Cownty,}----- QO iininnne SPA Le sb Spied < Equity. 
‘a. 
U.S v. Brooker E OO On connpemeneassducanpelun sss ORncumentuetensdaaseiae ane Criminal 
U. S v. Bausch & Lomb Optical ee dese chen ete Opiieal Weems. 3... uts. Ge Do. 
4 S rE Local No. 8, International Brotherhood of Electrical | Labor union, building trades___- Do. 
orkers 
U. S. v. New York Electrical Contractors’ Assn...........-.|----- Mrs 920. 32 SOR Rb ad Do. 
U. 3." , Ceara IG TI ow no con ccc cee eciacascncat eee Cis cca be HL DS Do. 
Re ee eae Die vninitynss Ga ewsusaipeadan Do. 
U.S. v. Underwood Elliott Fisher Co.......--..-.-------.-- Typewriters........-.-...-.-.--. Bad 
U. &,:¥. Netpamat Container AgtR «ono <---cesneen<-<-<ssass= Paper Doeres..5 [U5 252. ste 
U. S. vy. Associated Plumbing & Heating Merchants ---_--.- Building trades_-_-...........-.- Criminal. 
U. S. v. Kelly-Goodwin Hardwood Co-_.-.........---.------]---+- Be oceeee vengeance ab ORL Do. 
ie v. Local No. 99, Sheet Metal Workers International | Labor union, building trades-__- Do. 
ssn. 
U. &. ¥, Glas Cem ashe eee soaececcsssaeaoul Oa ee fe AES Do. 
U. S. v. Local No. 46, International Union, Wood, Wire & |----- OB icte chcpe ods sdbvetsahaes Do. 
Metal Lathers. 
U. S. v. American Potash & Chemical Corp...........-.--- ioe Raitiiatnesenswanhesdicahey Equity. 
U. S. v. American Potash & Chemical Corp.........-.-.-.-|-.---@O_.....-------+------.J2.4-- Criminal. 
U. S. v. St. Louis Tile Contractors Asen...........---.---.-- Bui Cae Bo se edsce Do. 
U. S. v. Long Island Sand & Gravel Producers Assn........|...-.d0_.....--..----------------- Equity. 
U. E..%, Fa Wh NG an ss peda eink kc ccma Caan dash a Criminal 
U. &. ¢, Amen Ontiedt Oe... 250 ooo Opital eG se ce Do. 
U. 8.8. Opltoal Whatenabare Nat AgGR . oii nn co ccncécc sont ieas cateeaceate 5eseagecan Do. 
eg DS ee ee —_ maton: .42908/5.3. 13k Do. 
U. S. vy. Tile Contractors’ Assn. of America, Inc ._......--.-- Building trades__-........-.-.--- a 
U. S. v. Chattanooga News-Free Press Company-......--..-- NENA Joo oo BELL Criminal. 
C7, Bh. We Se ee i Siri te. Hh sie new cen Building trades. ............-..-- Equity. 
U. S. v. Associated Marble Companies. --....-...--.------.-]----- > inne noneexnseneeen sue Criminal. 
UO. Be: By: OIC CU ira ie ten cncanp oncncccncancsle decane antnsebenemetathanien ao: 
Ci. EH pare CS a et Mbar tg ocorsncedpakncccuscawan Labor union, building trades__..| Criminal 
OF Ne ee 2... ee eee Din ee eh aaa Do. 
U. S. v. United States Gypsum Co--..........--------.-.-- Qo ok cote ewe sced Do. 
U. S. v. Certarin-Teed Products Corp. ......--------..---.--|----- RR a I RT Do. 
U. S. v. St. Louis Tile Contractors’ Assn......-.....------- Building trades_-_-.............-- Equity. 
U. S. v. Bausch & Lomb Optical Company...-.--..------.-- Military optical instruments--_-- bs 
U. S. v. Detroit Tile Contractors Assn.........-..-.-.------ Building trades Do. 
U. S. v. Pullman Company__.........-..- Sleeping cars, rolling stock 
U. S. v. American Tobacco w Coiagaae. c Pe sae ka ertineecccenetceetan 
U. 8S. vy. U. 8S. Gypsum Company. ...-- Syoem products 
U. S. v. Stevenson, Jordan & Harrison................--..- rapping paper. 
U. &. 0. Weltingtom-Saare Ci PRC o ann cnce cece nn ce ccccaccee Aircraft fabries_.-.- 
a Re 8 RET ERS: Ginas Dae oe 
CF, Bh. Wa AP oe ccc nptncennnasiines Bentonite patents - 
U. BY, Geant TRIS Gig ccitbns ecntietanttcccnenehan a compositions and Do. 
C7, Be, Fee FP ia ki sn ec dieecensndeenennecnialn eras paper and bags._..... Equity. 
ee Es TD ae ool furniture__.............-- Criminal. 
OC, & We Ore GO nin ch iccnpiin complies ncecenes Labor unions, milk_............- Rquy- 
C. &. We RS SE scab aneccqnemdsecscesnenan Optical oom L Daca cckeabhieteteadl 0. 
Me >= SAREE. oh ET Bifocal lenses... .........-.-.-.- Do. 
U. S. v. Bausch & Lomb Optical Co_...............-.------ Soft. Lite lens | RRS a Do. 
U. S. v. Bausch & Lomb Optical Co.............-..---.---- Bifocal Jenene tei Do. 
A RN KS ESR thd oa. WI oa eine cette tlaeee bon Criminal. 
U. &. Wadd. GOORRt BD COMINGS actin oo noneccancceopenaccaas Labor walens building trades... Do. 
U. S. v. West Coast Lwmbermen’s Assn___...........------ WING re on Fao te ccnuanectoned Do. 
U. S. v. American Petroleum Inst...............---------- Oil and oil products_..........--. 7: 
U. S. v. Smoot Sand & Gravel Corp..........--.----------- Sand and Po RB ae + 0. 
U. S. v. General Motors Corporation...........-.-...---.--- ine financing - -_..-...-- Do. 
U. S. v. Southern Calif. Marble Asan... ......-.-..------.- RON on cet ace ace peaks Do 
U. S. v. Arthur Morgan Trucking Co_......-.....-.----.--- Labor unions hauling-contrac- Do 
tion materials 
U. S. v. Levine Waste Paper Company Se ced aeee naan Wee pager. 3 eee Criminal. 
U. 8. v. Wholesale Waste Paper Co........................]--.<- Cisne neagenscetcnesere 0. 
U. S. v. Electrical Solderless Service Connector Inst........- Electrical connectors. --_.......-- Equity. 
1941 
UO, G:F POR Be Ges hntnonconteod dencccsasasen a LS ee ec tea ee ee Criminal. 
Ae me gg ee i eee. Sakae es cee Do. 
U. S. v. Harbison- Walker Refractories Co.............-..--- ‘cen betes. es Do. 
CY, Gi, Tis GIR IPO I I i ae Electric lamps and equipment-_.| Equity. 
UO, GL Bu: RORRERGE FENG) TR iins co enmensncdeaesssseceoces Radio broadcasting, sheet music_| Do. 
U. S. v. Institute of Carpet Manu facturers__..........----- .' Rugs and carpets.............--- Do. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 











Title of case Industry Proceeding 
1941—Continued 

U7, Gi Teed Diet atare Aas O in wck sd niincwd.-- nce enna Food products... ........<-..... Criminal 

CF, Be re I on ncaieenenannaideneheios Quarrying slate. -_..............- Do. 

U. 8. v. Aluminum Co. of America_._.......-.------------ IE so nessa caste nantadiencle Do. 

U. S. v. American Magnesium Corp. ..-..------.----------|----- li reine in tien etcetera nid Do. 

U.S. v. Dow Chemical Company. ....-.-.-------.--------- IS nina cunsihh a neeeee Do. 

a nnn ccnwanctecucanunnctnsensons Com _— gasoline pumps.....-- Do. 

rd I STII, bien rin ohne Gipoa+2<~2~anwenn nna diiy tietkiill medmineeittte amet Do. 

U. ce 4 American Society of Composers, Authors, and Radio broadcasting, sheet music. Do. 
Publishers. 

a er I sist en nnsennennasaneedennesting Lumber manufacturers.-........- Equity 

U. S. v. Western Washington Wholesale Grocers. _....-.---.- Grocery products_.............. Criminal 

CF, he IE, PINON 6 nnn tpfecennntinsncnenannas Fertilizer materials_...........-- Do. 

U. S. v. Beatrice Creamery Co--.-.--.--------- chai We SuaMlinneco=n= ieee 

U. S. v. Harbor District Lumber Dealers Assn--_- .---| Lumber products. -.- ----| Equity 

ee TS a Hardwood flooring-........-...- Do. 

U. &. v. American Surgical Ason...s--.2..-.--------.-.-.-- Surgical supplies.............-.- Criminal. 

VU. “ . American Society of Composers, Authors, and | Radio broadcasting--.--........-- Equity. 
Publishers. 

ae men Redwood lumber..........-.-.-- Criminal. 

U. S. v. Southwestern Woodwork Assn-_..--...------------- pS RS eg Do. 

U. 8. v. Southern California Gas Co__..........-.---------- In ire cwamoumsaarnineel Do. 

U. S. v. Westinghouse Electric Supply Co-_..-...--..------- — falgiktpaneaetiorsdcunaian Do. 

re el ence ssemceemel: SIE an alent dh ene eine Do. 

U. S. v. Ideal Cement Company..-_.._--....---------------- Building SEs, aie aineneapattinaintrenes Do. 

U. S. v. National Retail Lumber Dealers Assn__..-...---.--|----. Renton scncateanienieniniens Do. 

U.S. v. Mountain States Lumber Dealers Assn--.....---.--|-.--- RI ole ea eeeeameiinnanes Do. 

CUR ee Me ee MNO, BCs on adele con cccucccnencenlanace ilo Sass suchaeunesacksh eeseemier atari Do. 

U, S. v. West Coast Lumbermen’s Asen.....---------------|----- iiiconconns~ aght~paptanatins kien Equity 

U. S. v. Associated Marble Companies... .......--.--------|----- BO ass Gee haneeeameenntemionn tines 0. 

U,, &. Wiens Hien ESCRONG CS. ~ biides age -<--- ~~~. 20. BEE Obed dennse-nimtin name maeameeannt Criminal 

U. S. vy. Washington Brewers’ Institute..............------- I SE Sie es a a oe 8 Do. 

U. S. v. Washington Wholesale Tobacco & Candy Distrib- | Tobacco_.......-....------------ Do. 
utors 

ree NO Oe... onangiipeneseuevacanacmme Et nn ee emetse Do. 

U. S. v. National Lumber Mfors. Assn-..----- ph, , Sa ae. Equity. 

7s I CIS bind ceriewednubacesownuncncane~ Composition blackboard ---.-..-- Criminal. 

U. S. v. Connecticut Food Council_.........--...-.-------.- Grocery products. -....--.-..---- Do. 

U. S. v. Great Atlantic & Pacific Tea Co_...-..--..-------- SI ic cctiac ints tacteereinintihesecpmietsuen Do. 

U. S. v. Allied Chemical & Dye Corp. --.....-.-.------.---- IN kn oan nat dentteaadeisane Equity. 

CF, BA PE Fe ERO OF CI ors cn ntindimndinecacnccncacce ONE Pirate nnaane=<y9s cones Criminal 

U. S. v. Evaporated Milk Asen......-..-..-.--------------- Evaporated milk................ Do. 

CF, &, a CREE CEO COE entcnatinsinein doc e-nensue CEE Siti ennncannswe aptene ane, Do. 

U. S. v. Monterey Sardine Industries_...............---.--. RN lata Rai react at eaten dateoaena Do. 

U. S. v. Battery Separator Mfors. Assn_.......-...-.------- neg IE. on cnenann Do. 

re Sed te Se a nncndnncoasosouas| Biicisc poananemmmnesonnanennwss Do. 

U. S. v. Canned Pea Marketing Inst_...................--- Socal IE in tevinn aentaheie en Do. 

Us Wu American Aicat Fastete.... i.u.....-~.-......-... SIE citi-cxciccietaate aemecieienoanl Do. 

U. S. v. American Refractories Inst..............--..-.----- Refractory products__.-.....- oad Do. 

U. S. v. Central Die Casting & Mfg. Co_........-.--------- ee i SE cereaanarenasane Do. 

U. S. v. Food and Grocery Bureau of Southern. Calif ----| Grocery products..............- Do. 

U.S. v. Wholesale Tobacco Dealers Bureau of So, Calif. ._.- Tobaeco and candy -- aL enaeaanatiadl Do. 

1942 

Us Weare Chetat Company « cneenp icnvwoeea eo cccccccce TI kts cies ese och aecnaiiecmetelaperendaieietec’ Do. 

Ai A I i a stalin Aantal SSncinnounmamnnon Sn a eee eee Do. 

U. S. v. Heating, Piping & Air Conditioning Contractors | Building trades-_--..--..-..-.---- Equity. 
Assn. of Calif. 

U. S. v. Harbor District Chapter National Electrical Con- |_-_-- casa cic wtecapanunes tina Do. 
oe Assn. 

U.§ Santa Barbara County Chapter National Electrical | Electrical equipment--_........-- Do. 
conics Assn. 

U. S. v. Produce Exchange of Los Angeles_..........-..---- NR ito hccmaue ae tieen Criminal 

U. S. v. Preduce Exchange of Los Angeles__........-.------ a eae each ashe cane celia eaeieaiaiatns Do. 

U. S. v. Battery Separator Manufacturers Assn_.......----- Battery separators caemstanteamatapsie ete Equity. 

U, SB. Wi TRO Cudeee Fea 00 6 csn cowie ceca. oceceeeeee SE in anil eemeateamal Criminal. 

Sr, ie, Oc AE, SR Ai ne nine nunanenesnsuse i Equity. 

CO, By Wi Abe Prermeceuhen 20 onc noc cccncsiie cnn -cnnscnen- Criminal. 

Ui Bs Meares Peermaccamont Co... cc5.-.-...-.--.-..-- Equity 

OR aE ie ere eer es Do. 

U. S. v. Synthetic Nitrogen Products Corp_...........------ Do. 

U. S. v. San Pedro Fish Erchange.....................-..--. Do. 

RF Es SE ea ee Criminal 

U. S. v. The Great Atlantic & Pacific Tea Co- 0. 

a eee ae Do. 

U. S. v. California Rice Industry.._..........-..----.------ Equity 

U. S. v. Monterey Sardine Industries.................------ s Do. 

U S. vy. Barber-Colman Co-..--..----- ail shai cae n'e-cdawecn et Me nck: caine caiee Mieipaeias Do. 

OER ae RS ere ae Criminal 

U. 8. v. Schmidt Lithegreph Co. ..................----....- Lithographing --...............- Do. 

U. S.v. Armour & Co..._-- ESS Scan esndnn ks Coe arith ncc Scni.acasin guanine wacen Do. 

a: SI INORG ado on ccttnmccancctoncnkeunanale GE iicsckcnvndbeckuanecsinen Do. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 



























Title of case Industry Proceeding 
1942—Continued 
U. S. v. Retail Lumbermen’s Assn_-_......--.-.----.------- Building trades 
OA Re Ae ee eR Oe re ea! EPS RRR ee ERS 
U. S. v. Massachusetts Food Cowncil.__..........-.-.--.--- Grocery products 
U. &. ¥. Connection? esd Commelt... 2 on. 2... LC ERA Sa ae 
U. S. v. Waltham Watch Company....__.....-.-----..----. WO oleae acacia nga 
U. S. v. Hamilton Watch Company. --.-...........--..---..-]----- GG xta cacace bce ae 
oe + lO Se 0s 60 OS ee 
U. S. v. Tennessee Retail Grocers Assn___..........--..---- Geet. Ra. es 
U. S. v. Empire Hat & Cap Mfg. Co. .-.-.....--.--.---..- Army hats and caps 
OE Ge Oe Cele nas ceehna l= 0050b 0 egeeensecdecstetatn Meatpacking.-.................- 
U. S. v. Atlantic Commission Co.........-...-----------.-- WONG sisiicccdcccccccepp eee liad 
U. 8. ¢ CRT COI oink ntwinn cane ocsciscceecce UGB hii eccccccmscicecce 
U. S. v. Ciba Pharmaceutical Products. -....................]----- Deiidc<cccpigasettcne eaten 
U. S. v. Julius Weltzien & Schering Corp. .-...............|----- Ot Set nct ke ae 
Oe et ee ee ee ee TE aR 
U. 8. ¢; REE FERS GONE sano nwcscennggmtucnsneccnien OR iis stern cut ettghtet tana 
U. S. v. Schering Corporation............-.--..--------.-.- ~~ pest ee sb ie ated nae kere 
U. &.: ¥.: TO6 Bie Beak CWPWGIG, on pecewssn dk 5c 
U. S. v. California Fruit Growers Ex...........-.---- WOME cos Subese econ 
U.S. v. General Dyestuffs Corporation Chemical. _........... 
U. S. v. General Aniline & Film Corp Chemical, film 
OE: S) tee Far CE od tne oc cnbunpedeeaecdsecune Piabumrintine ss. 88 i 
U., Bo, 0. cane ne Oe has Jemacuceccscccen Meatpacking... ---............... 
U. S. v. Rhode Island Food Council. ...................-..- 1. ee ROR EI AE TS) 
U. S. v. Columbia Broadcasting System.............-.------ — broadcasting Do. 
Oe ee | Fee eS . 
U. S. v. National Retail Lumber Dealers Assn._-........-.- Building rade 8 es ee . 
U7, Bi. Uy (Wr ee ls Oe Gadd cn ctdec sn cddkn Sl St BOING ctr Stee Do. 
U. S. v. Brooker pageonras Co-- decesedccccccoccecs| IOOUIGIT CHOIR. - oc Lr” 
U. S. v. American Wazed Paper Assn.........-----------.| Waxed eet Criminal. 
U. S. v. Virginia Caroling Clays... .-... sec ccc cee ee: Wee ee Do. 
U. S.v. Ae ey teat dh nan reece Motor transport......._________- Equity. 
U. S. v. National olesale Druggists ME 3 rcesek Si a oe eae te ee Criminal, 
U,, &.'Be ROO GER Calin akan mkertndenitpdeanossonecun Oumad abl BO ar Equity, 
U. S. v. Imperial Chemical Industries__....-..------------- WIEN on olen te oe Bo. 
U: Sv... Grion Fieraward @ Aime CA... ....<..-...........) SG waOa oe Criminal. 
U. &. weit. Feetph SIOCRGGIES CO. cc cnn cnweecn sone cesses NI cesta siecle eee Do. 
U. S. v. Wholesale W ‘astepaper Co. aie ae Wastepaper ee ke Equity. 
U. S. v. California Retail Grocers & Merchants Assn_______ eR age ee Criminal. 
U. S. v. Swift & Co- th eee ete. Sri) Do. 
U. S. v. Colorado Wholesale Wine & ‘Liquor Dealers Assn__| Alcoholic beverages. ............ Do. 
UO, BiB OO GING, FE ara secttereens yosivewescunsns A revels TOSS. 555 Soo ee Do. 
Ui Bu Vo SORMONEE CRUG TRONS - «0 ccs noensnccwcencccce NR ce ee Do. 
U. 8S. v. Wieconsin Cheese Fxchange........---.-.--..--..-.]--2-. Ro So rbtatt enema eceae Do. 
U. S. v. Standard Oil Company (N. J.)..------------------ Synthetic rubber____._.-.....__- Do. 
U. S. v. Standard Oil Company (N. J.).-.----------------- FOOT er idee enteea ee Equity 
U. 8S. v. National Assn of Retail Druggists................-- POG ss eae cee Criminal 
U. &. vy. Aluminum Company of America. .........-..--.-- EON Te astern nntete Equity 
UO; Bui Vy PICMG SUE, TAs het rcid dn ede tases <2... De ls canst Criminal 
U. S. v. Dubuque Cooperative ‘Dairy Marketing Assn__---_-|----- ta, ee ie Do. 
U. S. v. Tennessee Petril Grocers Assn__........---.-.---.- WOU wel ote pane Do. 
UO. &. wi: Cae Wea IRN Cie cen ccccendniccoswcencaige el RR edna nee Do. 
U. 8. GiB. Fest SU0eR VOTES CO... ccntp cwoddisvecwcccccce a Do. 
U. S. v. Retvil Furniture Dealers Assn. of So. Calif........- Ce ererterstt ition ure eteshbemaeae Equity 
U. S. v. Southern California Was Co.......-...-.-.---.----- SUIT OUUE on cheap atiieseae Do. 
U. S. v. Allied Chemical & Dye Corporation.............--- MI A Se adage engtateean Criminal 
UO, Ev. SU BE Gee a SSSR rae remdconcwudteinas Flexible tubing- Do. 
UO. BV. I BO Oi ii nici catecicceticenintiiine ied Giecdieaterber Do. 
U. S. v. Associnted Serum Producers.................-....- Animal medicines Do. 
U. S. v. New England Bakers Assn............--.......-.- es ork Sk ee a Do. 
U.. &. a FOCe Be, BROTOCGS.. « «<< tanga cmt dnccccessccee ON hn editacer naurpeaedaaedau Do. 
U. S. v. E. I. du Pont de Nemours & Company. -..-....-..-- MID UUING occautoukepoteaeinanals Do. 
U. & vw. Dalry COeperdiiee AGOR .....-.ccmemadtudsccccceccss- I ila diana ninciigin li aimee Do. 
U. S. v. Columbia Piver Packers Assn........----.....-.--- te ct 8 Do. 
U. &. #  Anreen 4 Peet CB. . .adenacinetivewccouececus- EEE cncteminaataieevada dana Do. 
U. &. Fc See Freee Conc. catshtabadGertidectcnsusawed PR ctw oarestineaareeaes Equity. 
U. 8. vi Monsente Chemtenl CO... .. niiconcanpimenecs-c.----- CU Na ee ae Criminal 
U. &. 5. F, Ge POmE Gt NOMS BOG cin cone ccc cecdaeese Sibi s<nsesusccvarstestteee aemeee ae Do. 
U. S. v. Victor Chemicil Works- igi aha win.ow a ciecensapnitanaae nals anaes daiiias ieten eae me Do. 
U.S. v. E. I. du Pont de Nemours & Co_------------------|----. ie anGeicseospramnaie sae Do. 
U. S. v. Mutual Chemical Co. of America.............-.-.-]----. SG ns: cnc ais one nen een Do. 
U. S. v. E. I. du Pont de Nemours & Co_......--...-..----]----- Si tiketniarincanindnk entices Do. 
1943 
U. S. v. Washington Wholesale Grocers............-....---- Grocery products. ...........-.- Equity 
C, A. Vere FOP I 1 ccntannmasscnnmenuienae Parking motere..--. 2... 2... oe Do. 
U. S. v. General Tire & Rubber Co.......................-. “Fa Ces tices cclleseicestdanes Do. 
U.S. v. American Federation of Musicians..............-.. Labor unions; electrical tran- Do. 








scriptions. 
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Title of case Industry Proceeding 
1943 

a IE Blin, ratinaniiiiiinerien Criminal. 
U. 8. v. E. I. du Pont de Nemours & Co., Aug. 10, 1942__--_|-._-- SAIS Susp la wcienceniceeeotuanienane Do. 

U. 8. ¥.:Ctimaz Molybdenum Co........-<-~--4-..--.--..---.. Molybdenite._..----.----------- wqety. 
U. S. v. Washington Wholesale Tobacco & Candy Distribu- | Tobacco-.........---.--.--------- 0. 

tors. 

ee I in cncmnanbpacentanccmwacnwien SOON 6 oo cart ehenrae-ernne Do. 

U. S. v. Halibut Liver Oil Producers. -....---...---...------ We Ol. -pitectitotemnnenten Criminal. 
UO. &. wei The Sperry Corperetion.. «.. << .nrivceeisn 5o02.-.-25--- ey instruments. ........... Equity. 
U. S. v. Kingan & Company, Inc............-.-..-..--..--.- IE: ccciitn scteindvateatierndwememadl Criminal, 
U. S. v. Schmidt Lithograph Co. .............-..-....------ Lithographing. -...........-.... Equity. 
lies ch ces caldnebpddtoccoccenewen BEES SIUUB Es cccentue newawented Criminal. 
SF, ee nc cnnnnustblndencnsccucoed ee ee Do. 
FE Sie BED. - on cnenebeonnodoencoveuucos Open mesh bags. ......-..-..-.- Do. 

U. 8. v. Produce ~—— RN, lantetal set scdunukarm unin aain Eee. sk dhs eataeeenmammieets Equity. 
7. Bp Ee BR oon on crectgbenwncsonccunsensus WOE clecwbiadineocnsameaenrean 0. 

Be Ue. nrnecadaupdnsaevacosadawe Airplane fueling systems.......- Do. 

U. S. v. California Fruit Growers Exchange, Nov. 10, 1942._| Fruit. .....--.--..---.---------- Do. 

ae EO os. cn ntimnanodnucasuesanunl Aircraft instruments. -_.-....----- Do. 
U. S. v. South-Eastern Underwriters Assn._..........------ SEE coh inner cenanmenmans Criminal. 
7, ty We D CRUE 6 5 3 so ienienneiedncececcoce mn Medicinal bark............--.-.- Do. 

U. S.v. The New York Great A & P Tea Co__...---..----- a led cet eel ee aati Do. 

U7, B, Fi geerels MEIUNT OE OO 3. <i tttoeneppatind-—--- one ne. oF PR ia ticccnnnceueuenat ane Equity. 
U. S. v. The Proctor & Gamble Co., Civ. 2590_._.........-- Rielle: <0 condlienmecaee can eaeoal Criminal. 
U. S. v. American Federation of Musicians_............---- Labor unions; phonograph rec- | Equity. 

ords 

OF, tae a AMUNO TIOOU CIN a6 on co cntpncsoqencneececcen Aircraft equipment. -.........-.. Do. 
ia Iay, NEE SEED MIDE CW int mentinhinviiocecaccenconns ERLE. on ciecagucnpumnitapeebianenntpanetnetl Criminal. 
U. S. v. Linen Supply Board of Trade of N. J_.-..--------- nc cacncbwpsitne tenders Do, 
U. S. v. Consolidated Laundries core. le haces Billn ives dents coos ocean pamniiaal ii oncsnis oro laads eee wesianmmndetaes Do. 
U. S. v. Linen Supply Assen. of Gr. N. Y....----.--------.|----- Tee Sense eee Do. 
U. S. v. Flatwork Assn. of Greater N. ee edo. oe ee NDS casncuipniatenstepaereneetateee Do. 
U. 8S. v. Towel Supply Assn. of Greater N. Y_...--.-------|---.- "52 odeeeseroaaeee Do. 
OOD DE, BE no cnnnncnnngeysieascocnens sone nee e ue aeeeeae Do. 
U. S. v, The Kroger Grocery & Baking Co-._........--.-.--.-|-.---- Ti sesnricaeeewstoescepccartammenaaen Do. 
U. S. v. Ozark Canners Asen., Jan. 26, 1943...........-..-- te 8 ies Do. 
es id GRUNT I I inatiemainvionansanecwon Rust peniliieg, metal priming___| Equity. 
ig tier x I FN lle onnc ntenteindnonscoacunwe Computer pumps. .-.---.....---- Criminal. 
U. 8. v. Halibut Liver Oil Producers. ..........------.----- EE Oo. ccm aeslieracorsreb ain Do. 

U. S. v. The Bay Area Painters & Decorators Joint Com__.| Painting materials. -_-........-~-- Do. 

U. S. v. The Fruit & Produce Trade Assn. of N. Trucking fruit and vegetables___ Do. 

U. S. v. New York State Pharmaceutical Assn D 

J, 8S. v. Tarpon ——- Spenge arenes aii dahowman eae naan 
U. S. v. Aerofin Corp-- seaiierghe qoedwiraceitianen 
U. S. v. National Unit Distributors, ee Ler eae 
U. S. v. Standard Coat, Apron & Linen Service. -_..-.....-- 
U. 8. ¥. Morgan Laundry Service. .............-..........-]_.-.. 
U. S. v. Millers National Federation. --............-.......- 
Ce MS gD ee eee Newspa = advertising... ..___- Do. 

7d 1 oo ccccnetmeqmeeseccoscncee Air-conditioning... -.........---- Equity. 
re is We ee cddaccuecneumpen I SS as cements Criminal. 
U. 8S. v. Mi flew est Motor Freight Bureau_..__.---.----__- Motor SI Reece dennaceebe Do. 

U. 8. ¢. Fiaeark Aben. of Gr. NN. York... ....-.2-2.---... i eR tld Ba Do. 
U. S. v. Towel Supply Assn. of Greater tt PREECE. en i ats Sadaaodeweaacautarated Do. 
U. S. v. Linen Supply Board of Trade o; N. 3 Sio ml coe etre oe Lon ee ee Do, 
U. 8S. v. Linen Supply Assn. of Greater N.. Y.....--..------ De nactptanannecneshnunerann Do. 
U. S. v. National Lead Company. .--..-.-.-...------.------.--- ‘eaten © 0! Serolie eae Do. 

1944 

Fe ee Ee SE OP. ccna nenneghs.------.---- PN  . oncahen sanded aanenee Do. 
U. S. v. Auditorium Conditioning Corp. --_-..........------- Air conditioning- ----..........-- mew 
U. 8S. v. Spokane Fuel Dealers Credit ME eben RS OR ee en ae 0. 
ree I ae ol a, Se eeabilcccssacuene BI gs ct ca amebahatn ten atest td Do, 
U. S. v. General Chemical Co___.--...-.---.--------------- CN 5 acon cc catt oie wt Criminal, 
U. 8. v. National Unit Distributors, Inc_.....--...-..-.---- Chinaware-.-_-......--..- SL dabtaee eo 
U. 8. v. The Forestal Land, Timber & Railways-_...-.-.--.- IS 5 nnn sannctskensese 0. 
U. 8. ¥. The Rail Joint Company--......-...-.-.-.-...--... PE BOND. 55 cnnnstereeecda Do. 
U. S. v. Imperial Chemicals Industries, Ltd_..............-- ER a a. 1) aE) ES 3 Do. 
i i Sree We MINE. oa. no ncondipnoatchocceccaucen Motor transport................- Do. 
U. 8. v. California Cotton Mills Co_...........------------ IR ns cannes akabane Criminal, 
SN Sg ee ene RE iat cna ontnetan oie died Do. 
U. S.v. The New York Great A & P Tea Co__......-.----- GR ac ciehe a nset eee caneaern Do. 
U. S. v. Eastern Gas & Fuel Associates. __..........-.----- Cora ccabconncncnttalscecnsubd Do, 
U. 8S. v. The New York Central Railroad Co_.............-- ons ee ipeaiasiasbeala nee. 
ME Ge eee ee eee 0. 

is Sead Ey Gs PU OP CO i caine nanctwenccoscececun aie diaet ieee natin Criminal, 
U.S. v. The Diamond Match Co...-- i padalanendceececnkete BO o oroccakcndteainbetsstpsu Equity. 
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Title of case 


























Proceeding 
1944 
0, . B.-0. Rupes. DoW Bae G cc cascesvevssesssenssceccsowewsh WO scrcusneintnnnnaanenseakei Criminal, 
Ne ee ee ee a ae Do. 
U. 8. Vi The Barre Grawt Age ee... ce caecs lt GIRO. Pore. or he Do. 
U. S. v. National Lead Company ---.....-....-...------..-.| Titamium.-_-.--2.02. 22222222228 Equity. 
1945 
U. S. v. The Association of American Railroads__..........- Rail transportation_....__._____- Do. 
U. 8.45. Wine B GO O Cee secede vicecdccacccccclla PAGO. 23 252408) wivesdesee Do. 
U. S. v¥. The Hart-Carter Co... .........2..................} Para machinery... 52s... Do. 
U. 8. v. Borex Concebideted, Tide oo 5. cc nqs anes sccey BOR UA she ata dawnde seul 
U. 8. ¥. Borex Congeieete’ £46... ; 2622.55. 5 2 EE, Sa a... ee 
U. S. v. Ice Repicereton CII an nnananoteascasseupcapiel Minaanane 
U. S. v. Line Material Company..._....-...........--...-..- 
U. S. v. Allegheny Ludlum Steel Corp__.......-. 
U.S. v. The Klearflar Linen Looms_____.._...-- WR cose kei sde bt 
U. S. v. Affiliated Ladies A rel Carriers Assn_......._... "as 
U.S. v. Cloak & Suit Trucking Assn. -__.................-- Com Geeery. 2255821 Do. 
U. S. v. General Electric Co.............----.-.------------| Electrical equipment.__.......-. Bepey. 
U. 8. v. Allegheny Ludlum Steel Corp..................-..- ees Ae ss 0. 
U. S. v. De Beers a Miner, Ttd_.._..............| Commercial diamonds. ..__..._. Do. 
U. S. v. Growers Finance Corp................-......---.-.| Trucking, produce............_- Do. 
U. S. v. Westinghouse Wecteie Pe Mfg. Co., Apr. 12, 1945...| Electrical equipment___._....._- Do. 
U, &..v.. Mayha Trackmen’? AGO... oo. nwo ions<panececcus Trucking, fruitsand vegetables..| Do. 
8 A Se a Coal stokers..................... Do. 
U. 8S. v. The Electro Storage Battery Co.....................| Storage battery. _........._.___- Do. 
U. S. v. Libbey-Owens-Ford Glass Co..................-.-.- Es ok Stee nt tncGoae’ Do, 
U. S. v. Affiliated Ladies Apparel Carriers Assn. of the | Dress transportation. ........___ Do. 
Castern Area. 
U. S. v. Cloak & Suit Trucking Asen..............-......- Cloak and suit transportation __- Do. 
U. S. v. American Locomotire Co_-_-..............----.-.-. Railway springs............_____ Do. 
CF. Be, COIN Bei iecne ccc coetrencadicesuecuanatue Si ittedaet tinted one ts Do. 
1946 
U. S. v. Women’s Sportswear Manufacturers Assn__.......| Sport garments__...........____- Do. 
U. B. %,, Dea national Balk Cenc nnn a rnntesgedéccnccéccs. cc Ge se Do. 
Uy, Bh er re ne re ee ee ee ee ne Water-conditioning equipment_- Do. 
U. 8S. v. Washington Culvert & Pipe Co_............_..-_-. Metal culverts. __............_.. Criminal. 
Oi, Be Ve OCS I i inne sine ecncctndutnnaiind Electrical precipitators.......... Equity. 
UO. BV. Se EE a ee onee sn okacd.s teak casbee Sheet mies....-. 22.2... 2. Criminal 
CB Vee BE Oe I i ii titre tcview cide Wet ground mica_-_.........._.. Do. 
U. S. v. Electrical Apparatus Export Assn_._.............- Electrical apparatus..........___ Equity. 
U. 8.'v. Pacifit Greytound Tines...............-.-.-.-..... Motor transportation __._....__. 0. 
U. 8. v. Association of Limb Mfors.................-......- Artificial limbs_................- Cc 
U. S. v. Seophony Corporation of America._._............-. Television equipment___..._.___ “oy 
U. S. v. The Consolidated Car-Heating Co............-...-- Electric casting machines ___.___ 0. 
U7. BV. Tie Ce oa nck nincaeeccs Measurement gages. ......._..__ Do. 
U.S. v. Milk Haulers & Dairy Workers Union Local 916 | Labor unions_................__- } Do 
International Brotherhood of Teamsters, Chauffeurs, Ware- | Milk hauling-................___ 7 
housemen & Helpers of America. 
S. v. General Motors Corp._..............-..-...----...| Automobile financing--_......... Criminal 
S. v. Timken- Detroit Di cceneeespoedacpcnacandeacel ME biretts ant tte ded Equity. 
v. Catalin pte mond FO Te 2 SU ee. 4 ee 0. 
Vv. Cotaltw  COrpqreren OF Athens. . «62. occu ee Oe ah BR ch eked Do. 
. Owens-Illinois Glass Com \ 


Ssssssssssss 
Rintnatntninnintntn 
44444444 





. The Linde Air Products Company. 
. Macleod Bureau 
. White Cap Co 
. International Nickel Co 
. American Lecithin Co 
. American Can Company 
. Union Carbide & Carbon Corp 

















40 LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 


Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 
JULY 1, 1946, TO JUNE 30, 1947 

















Blue- 
No.| book Title of case Industry Proceeding 
No. 
1 853 | U.S. v. General Instrument Corp-_-_._-------- Variable condensers___......_- Criminal 
2 854 | U. S. v. Automatic Sprinkler Co. of America_| Automatic sprinklers...._...__ Civil. 
3 855 | U.S. v. General Instrument Corp__-_.-------- Variable condensers-_-.-.--____. Do. 
4 856 | U. S. v. A. B. Dick Company -._-_-...-------.-.. 
5 7 | U.S. v. A. B. Dick Compang............-s2}e.0ss 
6 858 | U.S. v. American Optical Co_.......-------- 
7 859 | U. S. v. Bausch & Lomb Optical Co__-....--|--.-- do 
8 860 | U. S. v. Yellow Cab Company--_-__.-----.---- 
9 861 | U. S. v. Patent Button Company _---_-------- 
10 862 | U. S. v. Universal Button Fastening & But- 
ton Company 
11 863 | U.S. v. Scovilt "Manufacturing RAb.sosacunenl —— and autofastening Do. 
machine. 
12 864 | U. S. v. The Standard Register Co--.-..--.---- Forms and form handling de- Do. 
vices. 
13 865 | U.S. oe The Timken Roller Bearing Com- | Roller bearings................ Do. 
‘pan 
14 866 | U.S. > SKF Industries, Ine__.-...--------.- TE atlinic-oroniiienciinnaeniia Do. 
15 867 | U. S. v. Norma- Hoffman Bearings Corpora- |....- i cnnsitihdeiateattinnndimeal Do. 
tion. 
16 868 | U. S. v. The Mortgage Conference of New | Mortgage loans.............._. Do. 
York. 
17 869 | U. S. v. Local 36 of the International Fisher- | Fresh fish.............-......- Criminal 
men & Allied Workers of America. 
18 870 | U.S. v. American Can Company .__....---..-- 2 GORE, ccchtreredanccadie-one Civil. 
19 | 871 | U.S. v. Continental Can Co._......---..---.-|-..- IIT din ceases tivivtcalinesTiectainehe Do. 
20 872 | U.S. v. Boston Market Terminal Company...| Transportation and sale of Do. 
fresh fruits and vegetables, 
21 873 | U.S. v. Gamewell Company........--------.- Municipal fire alarm equip- | Criminal. 
ment. 
22 874 | U.S. v. Gamewell Company ........-...-.----|----- lcicsch-avaerindchecetinbaneehdeeasasicae Civil. 
23 875 | U. S.v. Wallace & Tiernan Co., Inc.....----- Gas reais equipment._.| Criminal. 
24 876 | U.S. v. Wallace & Tiernan Co. IO pst soin nln elie chime cee a ivil. 
25 877 | U.S. v. North Coast Transportation Co_...... Senses transportation...... Do. 
26 878 | U.S. v. Johnson & Johnson_.........-..----- Surgical dressings __........... Criminal. 
7 879 | U.S. v. Magnaflur Corpcration-............ Electrical equipment-......__. Civil. 
28 880 75 S. v. Tarpon Springs Sponge Exchange, | Natural sponges............... Do. 
29 881 | U. s v. Bendiz Home Appliance & Telecoin | Automatic washing machines... Do. 
TD. 
30 882 | U.S. v. National Acme Company-.---_--..--- Béachine tot... nn csecos Do. 
31 883 | U.S. v. Standard Oil Co, of Calif.& Standard | Petroleum products and auto Do. 
Stations, Inc. accessories. 
32 884 | U. S. v. National Cash Register Company....| Cash registers..............._- Criminal, 
33 885 | U. S. v. Phillips Screw Company-...-.------ Screws and screw drivers__.._. Civil. 
34 886 | U. S. v. General Cable Corp_-_-.-...-..------ High tension cable and acces- Do. 
sories. 
35 887 | U. S. v. The American-La France Foamite | Motor driven fire apparatus...| Criminal. 
Corporation. 
36 888 | U. S. v. Columbia Steel Company-__-.....--. Steel products__............... Civil. 
37 889 | U. S. v. Grinding Wheel Manufacturing | Grinding wheels and abra- Do. 
Ass'n. sives. 
38 890 | U. S. v. National City Lines, Inc_......-.--. Local transportation, motor Do. 
buses, and petroleum. 
39 891 | U. S. v. National City Lines, Inc. -_.-...-.-..|-.--- lis Dudteneken di-ayces emuaae Criminal. 
40 892 | U. S. v. Armour Company --....-..-.------- SNE as-acprsranamnensensaee Do. 
41 Ome i U. 3.0. Races OR Care. 4... -- 2 ce dy eae products and | Civil. 
=; we A 
42 894 | U. S. v. Wallace & Tiernan Co., Inc____.---- Chlorinating equipment__._... Criminal, 
43 895 | U.S. v. Cotton Valley Operators’ Committee .| Petroleum liquid and petro- | Civil. 
leum peter nse 
4t 896 | U. S. v. American Society of Composers, | Musical performing rights__._- Do. 
Authors & Publishers (ASCAP). 
JULY 1, 1947, TO JUNE 30, 1948 
1 897 y S. v. Rubber Manufacturers Association, | Tires and tubes............... Criminal. 
ne. 
2 GD TU. &. T. TOMI, INC. « 22000ccccsacaccece Color cinematography. ---.....| Civil. 
3 899 ~ S. v. Brake Lining Manufacturers Assn, | Clutch facings. ._............- Criminal. 
ne, 
4 900 | U. S. v. Brake Lining Manufacturers Ass’n, | Friction materials............- Do. 
Inc, 
5 901 | U. S. v. Brake Lining Manufacturers Ass’n, | Brake linings_.............-.-- Do. 
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24 
25 


27 


31 
32 


34 





















Industry 





Real estate commission rates. 


Glass fibers and glass fiber 
products. 

Full fashioned hosiery and 
hosiery machinery. 

Machinery for manufacture of 
cast iron pressure pipe, and 
cast iron pressure pipe. 

Securities business 


Braking systems 


Cellophane cap and band-..... 


Shoe machinery parts, shoe 
factory supplies, and tan- 
ning machinery. 

Artificial abrasive grain. .....- 

I I cae niet white hag 

Electrical switches and equip- 

ment. 


electrical equipment. 
Electrical equipment ._-.--..-- 


TS Sarat ocean tindes «a3 


Electrical equipment and in- 
installation of electrical sys- 


tems, 
Milk and milk products---_-- 


Tit tcete hams ccentemeteais is 
Laminated plasties...........- 


— Ram, Deen ene gpawmgnils 


aes Ss. onan amccgep ciate dag 
ee naan ae been ee 


Garbon dioxide and ‘dry ice... 


Paints, varnishes, 
and lacquers. 
Wood finishes, stains, lac- 
quers, varnishes, and enam- 
Bes 


Livestock, meat and meat 
products. 

Express transportation. ---..-. 

Wrinkle finishes_.............- 


Blue- 
book Title of case 
No. 
902 | U.S. Ns National Association of Real Estate 
joards. 
903 | U. S. v. National Association of Real Estate 
Boards. 
904 | U. S. v. Owens-Corning Fiberglas Corpora- 
tion. 
905 | U.S. v. Textile Machine Works_........--.. 
906 | U. S. v. United States Pipe & Foundry Com- 
pany. 
907 | U. S. v. Henry S. Morgan..._.....---------- 
908 | U. S. v. Greater Kansas City Chapter Na- 
tional Electrical Contractors Association. 
909 | U. S. v. Greater Kansos City See ar Na- 
tional Electrical Contractors Association. 
910 | U. S. v. Bendix Aviation Corp_......-----.-- 
911 | U. S. v. EB. I. du Pont de Nemours & Com- 
any, Inc. 
912 . S. v. United Shoe Machinery Corporation. 
913 | U. S. v. Abrasive Grain Assoc__.....-----..- 
914 | U. S. v. Boston Fruit & Produce Exchange... 
915 | U.S. v. General Electric Co_._....---------. 
916 | U. S. v. General Electric Co_----- Soa adommiee 
917 | U.S. v. The Seattle Electrical Contractors As- 
poantien, 

918 | U.S. v. St. Louis Dairy Co_........-.--.---- 
919 | U.S. ¥ The Northeast Texas Chapter, Na- 
tional Electrical Contractors Ass’n. 

920 | U. S. v. Maryland and Virginia Milk Pro- 

ducers Ass'n. 
921 | U.S. v. Happy Valley Farms, Inc_. 
922 | U. S. v. Continental-Diamond Fibre Com- 
pany. 
923 | U. S.v. The White-Haines Optical Company. 
924 | U. S. v. Uhlemann Optical Co. of Mlinois- - -- 
925 | U.S. v. N. P. Benson Optical Co_.......-.-- 
926 “; S. v. The House of Vision-Belgard-Spero, 
me. 
927 | U. S. v. Milk For Health, Inc... ...-.----- 
928 | U. S.v. The Wall Paper Institute. -.-.-.....- 
929 | U.S. v. The Wall Paper Institute--.-....-- 
930 | U. S.v. The Liquid Carbonic Corp-....--..-- 
JULY 1, 1948, TO JUNE 30, 1949 
931 | U. S. v. The Sherwin-Williams Co.........-- 
932 | U.S. v. The E. I. du Pont de Nemours & 
Company. 
933 | U. S. v. Boston Fruit & Produce Exchange... 
934 | U. 5 v. Bowman Dairy Company-_--........- 
935 | U. S. v. Bowman Dairy Company_-.-.-.-...-|----. 
936 | U. S. v. The Borden Company..........--..-}----- “0 
937 | U.S. v. Decee Records, FaGecs...-.000<<ence- 
938 | U. S. v. Far East Conference | dened 
939 | U.S. a Universal Carloading & Distribut- 
ing Co. 
940 | U.S. v. Union Carbide & Carbon Corporation. 
041 | U. S.v. J. 7, Case Compang...........-.... 
942 | U.S. v. Deere & Company..-__....---.-.----]----. 
943 | U. S. v. International Harvester Company 
944 | U. S. v. Armour & Company-..-...--.------- 
945 | U.S. v. Railway aly Agency, Inc...---- 
946 | U.S. v. New Wrinkle, Inc., a The Kay & 
Ess Company. 
947 | U.S. v. Universal Milk Bottle Service, Inc... 
948 | U. S. v. H. P. Hood & Sons 


Proceeding 


Civil. 


Civil. 
Do. 
Do. 


Do. 
Criminal. 
Do. 


Disconnecting switches and | Civil. 


Criminal. 


Do. 
Do. 


Criminal. 
Do. 

Civil. 
Do. 


enamels, | Criminal. 


Do. 
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976 
977 


JULY 1, 1948, TO JUNE 30, 1949—Continued 
















Title of case Industry Proceeding 
U. S. v. The Denver Master Plumbers Ass’n.| Plumbing fixtures... -_---.---- Criminal. 
i; See MOUO ciency a....oGeccce teen Sanita: brass goods and | Civil. 
pe ing fixtures. 

6 Boe a Sa eee kl al th a eT ee Do. 

U. S. v. Briggs Manufacturing Company-..-..|- = a te ka bell Do. 

U. S. v. Oregon State Medical Society ---..-.-- Prepaid medical care_.._------ Do. 

U. S. v. John B. Reeves & Son....-...-.---- Plumbing supplies-_.-_......... Do. 

eR ia Eee Criminal 

U.S v. — Metropolitan Leather & Findings | Leather and shoe findings. ---- Do. 

33’n 

U. S. v. Leather & Shoe Finders Ass’n Ot cand Rc cnctieinn umakeinaieeRaal Do. 
Philadelphia. 

U. 8. v. Seattle Electrical Contractors Ass’n_.| Electrical equipment_.......-. 

U. S. v. General Flectric Co.........-...---- Street lighting equipment. 

U. &. ¥. General Taste CO... ongecccumntisnaclsnowes TNS cduantivnmialpnabessih 

U. S. v. Reardon Company--..-........- -| Water in ction dau 

U. S. v. Rohm & Haas Company. ...........| Plastics...................-... 

U. S. v. New York Trap Rock Corporation... Crushed stone and coarse ag- 

U. 8. Ne Republic Steel Corp.......--.--.---- Corrugated metal culverts_...- Do. 

U.S. Greater Kansas City oe a Criminal. 
‘Merchants Assoc. 

U. S. v. The Chicago Mortgage Bankers Corp-. piartanae RON in nse chSeSeu Civil. 

U. S. vy. United States Rubber Company-......| Latex...........---........... Do. 

U. 8. * National Photographic Manufac- Photetsounts clans doable aa Criminal 
turers Ass’n. 

U4 v. Inter-Island Steam Navigation Co., | Transportation_............... Civil. 

U. S. v. Chrysler Corp. Parts Wholesalers, | Automobile parts.__........--. Criminal. 
Nothin egion. 

ne oa _— Electric Co., Inc. & A. T. | Telephones and equipment....| Civil. 

Ss v. Minnesota Mining & Manufacturing | Sandpaper..-..............-..-- Do. 

U.S, v. National Wall Paper Wholesalers | Wallpaper--_-...........----.-- Criminal. 
Ass'n. 

U. S. v. Sand Spun Patents Corp..........-.. Cast iron pressure pipe..._.-_- Civil. 

U. 8. v. Philadel phia Wholesale "Chena ee: a Criminal. 
Dyers Ass’n. 

U. 8. v. Besser Manufacturing Company-_...| Concrete-block machinery... _| Civil. 

U. = v. Philadelphia Ass’n of Linen Sup- | Linen supplies. -............... Criminal. 
pliers. 

U. S. v. Univis Lens Co. and Ror Marks__..| Eyeglass lenses................ Do. 

U.S. v. The Northern Pacific Railway Co. & | Transportation..............-- Civil. 
Northwestern Improvement Company. 

ee ee Fe RR. Hard building material_..._... Do. 

U. S. v. Gray Iron Pounders WROTE cc taint tee, iron alloys.........| Criminal, 

U. S. v. Austenal Laboratories, Inc..-...-..-- — jum, dentures and metal | Civil. 

U. S. v. Walter Kidde & Co., Inc....-.-..--- Carbon. dioxide fire extin- | Criminal. 

ers. 

U.S. v. Northern Calif. Plumbing & Heating | Plumbing supplies. .-_-__-.-._- Do. 
Wholesalers Ass’n. 

U.S. v. O. L. Longoria & John E. Foster....\ Ice and icing service...........| Do. 

U. 8. v. ee Gougelman, Inc__---...--.- Plastic artificial eyes. ._-._.__- Civil. 

U.S. v. I. du Pont de Nemours & Com- | Chemicals, paints, auto tires, Do. 
pany. tubes, celluloid patents and 

explosives. 
I 
JULY 1, 1949, TO JUNE 30, 1950 

U.S. v. Natham, Straus-Duparquet, Inc. ---- Kitchen e one apo san ak CORMIER, 

U. S. v. General Electric X-Ray Corporation _.| Medical J its 16h <haname 0. 

U. S. v. The New York Great Atlantic & | Food and foo products........| Civil. 


Pacific Tea Co., Inc. 
U. S. v. Lorain Journal Company -..---------- Newspaper, advertising & Do. 
radio broadcasting. 


U. S. v. Northern Calif. Plumbing & Heating | Plumbing supplies. -.-----.---- Do. 
Wholesalers Ass’n 

U.S. v. Church Grape Jules Co... -. .| Grapes and juice_..............| Criminal. 

U. S. v. Tri-State Retail Record Dealers Ass’n- Phonograph records - -- - - -- ; Do. 

U. S. v. Holophane Co., Inc. ...--....-------- Prismatic glassware and il- | Civil. 

luminating appliances. 

U. S. v. The Philadelphia Gas Works____.----- Gas refrigerators.........------ Criminal. 

U. S. v. Food Machinery & Chemical Corpo- | Peach pitting machinery -----..} Civil. 
ration. 

U.S. v. Celanese Corporation of America......| Rayon warp knit fabrics. - - - --- Do. 

OS es OS A eee a ear: Criminal. 


U. S. v. The Jamison Cold Storage Door | Cold storage doors, windows, Do. 
Company. refrigerator fronts. 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 
JULY 1, 1949, TO JUNE 30, 1950—Continued 








Blue- 
No. book 
No 

14 1001 
15 1002 
16 1003 
17 1004 
18 1005 
19 1006 
20 1007 
21 1008 
22 1009 
23 1010 
24 1011 
25 1012 
26 1013 
27 1014 
28 1015 
29 1016 
30 1017 
31 1018 
32 1019 
33 1020 
34 1021 
35 1022 
36 1023 
37 1024 
38 1025 
39 1026 
40 1027 
4l 1028 
42} 1029 
43 | 1030 
44) 1081 
45| 1082 
46 1033 
47 1034 
48 1035 
49 1036 
OD 1037 
51 1038 
52 1039 
53 1040 
54 | 1041 
55 1042 
56 1043 
57 1044 
58 1045 
59 1046 
60 1047 
61 1048 
62 1049 
63 1050 
64 1051 
65 1052 
66 1053 
67 1054 
68 1055 
69 1056 
70 1057 
71 1058 





Title of case 


U. S. v. putea ——r of Vertical 


Turbine Pum 
U. S. v. Harry 
U. 8. v. Morton nn 
U.S. v. Scott & Willies 


Thompson 
U. S. Vv. PT he Davis Company 


U. S. v. Atlantic Company - . ----- 

U. 8. v. Atlantic Company - - --- 

U. 3. v. > Brothers, Inc. ---- is 

U. S. v, Meyenberg Milk Products Co. & 
— Milk ee Ine. 


. v. Sun Oil Company... ooo tule 


U. 8. v. National Ass’n of Vertical Turbine 
Pump Mfgs. 

U. S. v. Assn. of American Battery Manufac- 
turers. 





7. S. v. Assn. of American Battery Manufac- 

turers. 

U.S. v. Parke, Davis & Co. & Eli Lilly & Co 
U. S. v. Lee Esc di. cnciccdteun ended 
U. S. v. New Orleans Ice Delivery Corp___-- 

U. S. v. New Orleans Ice Delivery Corp--_--- 
U. &. ¥. Beane Gemisads 5... Ree 
U. S. v. Fannin’s Gas & Equipment Co-_..-- 
U. S. v. Creacent Amusement Co__.____-_-- 

U. S. v. Crescent Amusement Co_______..--- 
U. ‘ v. Blake, Moffitt & Towne_-. 

» wooo MKS Ge ie ce bald... «+ Gabo bc ds JG 
U. S. v. Standard Oil Co. of California. .....- 
U. S. v. Joseph A. Krasnoo.............-.-.-- 
U. S. v. Record Dealers Assoc... .....-.-..-- 
U.S. v. Reno Merchant Plumbing & Heating 

Contractors, Inc 
U. S. v. Alaska Steamship Co...........-..-- 
U. S. v. Healy River Dick naccccounnes 
U. S. v. K. & L. Distributors vine aii iainaiaiedeicaia 
U. S. v. Ketchikan Retail Liquor Dealers 


Ass’n. 
U. Ss. v. Anchorage Retail Liquor Dealers 


1. 8. ¥. Fresen = gaia POR. stiace< 2idsav’ 
Billy Vu 
VOR Fi Gd encacesthndaboddsulee 
ass Trading Co., Inc_........-- 
A age Cab Owners Ass’ ins ose 
Joseph A. Krasnov.............-..-- 
. Alaska Steamship Co 
gO RET oe eee 
v. Times Picayune Publishing Com- 


r 4 

U. S. v. Glenn-Rowe Vending Co., Inc._....- 

U. S. v. The West Texas-New Merico Chap- 
ter, National Electrical Contractors Ass’n. 

ay v. The Greater Pitisburgh Linen Supply 
Asa’n, 

U. 8. * Servel, Inc 

U. 8. 
yo 

U. 8. v. Eastern Electrical Wholesalers Ass’n_- 

U. S. v. Eastern Electrical Wholesalers Ass’n_. 

U.S. v. United Engineering & Foundry Com- 

ny. 
v's. v. L. A. Young Spring & Wire Corpo- 


AS58922 


. . ~ 
E mn intntntatn! 


. Mon-Yough Malt Beverage Dealers 


ration. 

U.S. v. L. A. Young Spring & Wire Corpo- 
ration. 

My S. v. Central Coat, Apron & Linen Service, 


ine. 

U, S. v. Switzer Brothers, Inc.............-.. 
Vm, v. Cincinnati Fruit & Produce Credit 

n. 
U. S. v. Local 83 of International Fisherman 
& Allied Workers of America. 

U. 8S. v. National Automotive Parts Ass’n__.. 
U. 8. v. Outdoor AdvertisingAss’n of America. 


U. S. v. General Outdoor Advertising Co., Inc. 











and serv 
eS ae eee ae Civil. 
Stud welding equipment _--_-__- Do. 
Seamless hosiery machinery. -- Do, 
Do, 


Elastic-top hosiery and ma- 
chinery. 





Canned evaporated goat milk.| Civil 
Gasoline, petroleum products Do. 
and auto accessories. 
Vertical turbine pumps, parts Do. 
and service. 
Used batteries. ............--- Criminal 
Used batteries and lead __-____- Civil 
Hard capsules and machinery. Do. 
Legitimate theatricals__-_-_-__-. Do. 
Ice and ice service._......_.._- Criminal 
Ice and icing service_-_._._-_-_- Civil. 
— patrelonen gas_- eg 
Motion picture theaters__ Criminal 
Beaks) thie. tsi) 7.5.5 eee 
er ephineendcssieak hatha Criminal 
ek Re oe ee Civil. 
Grade oi] and a petro- Do. 
leum 
ps meetin icwininewntuliahinestite Criminal 
Phonograph records. ........-. Do. 
aoa heating sup- | Civil. 
plies. 
Steamship transportation ----_- Criminal. 
ard coal pebRnnnsthbhadlncs ads Do. 
eS er a Do. 
vated Dita ctcribinccennennae Do. 
nail Diisikiscstbtceelthkccdsch. Se 

CRs. cb erntindcil Do. 
BE. 6s ccccscvicastihncndes Do. 

ore" de dit adeantodbtbcadad Do. 

Di decd paidibasbiaideagall Do. 
Taxicab service. .............. Do. 
pe Civil. 
Steamship transportation... .. Do. 
Gas refrigeration equipment...| Do. 
Newspapers and advertising .__ Do. 
Cigarette vending machine-....| Criminal. 
Electrical equipment .........- Do. 
Linen supplies and service._..| Criminal. 
Gas refrigerators... ........... Do. 

Wisksncthidiiienstisansikalel anaes Do. 
—_ CGT. .ncttiicaene Do. 
eM een laieie ee Le Civil. 
Roiling mill machinery ........ Do. 
Wire garment hangers........- Criminal. 
cena  idiidtnntinnnihasne 
Linen supply. -.............-- Do. 
Fluorescent materials. -_....._-. Civil. 
Fruit and produce__.........- Do. 
Sardines and mackerel. -.__..-. Criminal, 
Automotive parts............. Civil, 
Outdoor advertising........... Do, 
ae Be icitdgiinnnandigntuacceu, an 
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JULY 1, 1950, TO JUNE 30, 1951 
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Blue- 
book 
No. 


1059 


1061 
1062 


1075 


1107 


Title of case Industry 







U. S. v. Thomas P. Henry Co-........-..-..- 

U. 8S. v. National Association of Leather 
Glove Mfrs., Inc. 

U.S. Vv. Ass’n of Knitted Glove & Mitten 
Mfrs., Inc. 

U. S. v. Northern California Joint Council of 
the International Fishermen & Allied 
Workers of America. 

U. S. v. The Gamewell Company -.-.-------- 

U. S. v. Savannah Cotton & ‘Na val Stores 
Exchange, Inc. 

U. S. v. The Jacobs Manufacturing Company. 

U. S. v. Pittsburgh Crushed Steel Company... 

U. 8S. v. Insurance Board of Cleveland _- 

U. S. v. Minneapolis Electrical Contractors 
Association. 

U. S. v. California Rice Exporters_._.----- 


Typesetting service-materials. 
Leather gloves. ..........-..-- 


Knitted gloves, mittens, semi- 
dress gloves. 
Se a 


Fire alarm equipment... ----.- 
Gum, rosins, and turpentine -- 


Industrial chucks. ....-..-..-- 
Metal abrasives. --..........-. 
Fire insurance..........--_-- 
Electrical equipment... - oaobe 


Pees Pied. 263.05 55d......-- 


U. S. v. Les Vegas Merchant Plumbers. Plumbing and heating sup- 
Association. plies. 
U. S. v. Techkote Company ._--....---------- Concrete curing solutions... -.- 
U. S. v. Recs Crushed Steel Company... Metal abrasives. -_-........-.--- 
ses Hebe MO. ai. nto. HESS A Hydraulic oil well pump-.---- 
VU. 8. v. Investors Diversified Services, Inc...- ——_ insurance mortgage 
oans 
C.. G. waned; WhO oss 5 LA Ny ee 
U. 8S. v. Bearing Distributors Company....-- yy. gl ee a ined 
“i v. Minneapolis Electrical Contractors | Electrical equipment..__._.... 
88 


'n. 

U. S. v. Cloak & Suit Trucking Ass’n, Ine...| Delivery of women’s and chil- 
dren’s cloaks and suits. 

U.S. ¥. Garment Truckmen Ass’n of New | Delivery of dresses... ........- 
Jersey, Inc. 
. S. v. Las Vegas Merchant Plumbers 
Ass'n. 

U. S. v. Library Binding Institute............ 


ene and heating sup- 

plies. 

Binding and rebinding of 
nooks, Magazines and news- 
papers. 

Printing presses machinery, 
plate making machinery. 


U. S. v. R. Hoe & Company.......-...--.-.- 


Proceeding 





Criminal. 
Civil. 
Do. 
Criminal. 
Do. 
Civil. 
Criminal. 
Do. 
Civil. 
Criminal. 


Do. 
Do. 


Do. 
Civil. 
Do. 
Do. 
Do. 
Do. 
Do, 
Do. 
Do. 


Do, 


Do. 
Criminal. 
Civil. 


Do. 
Criminal. 


ET, Bi Ge TOO Es. De: CHRD OO. cccseeccscdics —- dental impression 
powder. 
U. S. v. Grower-Shipper Vegetable Ass’n of | Lettuce.....-..........-..---- 
Cent. Calif. 
U. 8. v. Telescope Carts, Fne................. Telescope grocery carts......_- 
U. S. v. National Ass’n of Printers’ Rollers | Printers rollers..............-- 
Mfrs., Inc. 
U. S. v. National Ass’n of Printers’ Rollers |_.... NO AIS 42 citctntade 
Mffrs., Inc. 
U. 8S. v. The Mansfield Journal Company-_-_.| News and advertising......... 
U. S. v. Eastside Cleaners, Dyers & Laun- | Dry cleaning-.............-.-- 
derers, Inc. 
U. S. v. The Borden Company.....-........- es es abcinegnens 
U. S. v. Kelsey-Hayes Wheel Co........-..-. Stam metal wheels. --.._... 
U. 8S. v. Roll Manufacturers Institute_......- Metals machinery-...........-. 
U. S. v. The Logan Company-............---|..--. Mietisscnsskencdendougeses 
U. S. v. The Birdsboro Steel Foundry @ |--.-- a hsdnese ath debluccantaden 
Machine Co. 
U. 8S.v. Tobacco & Candy Jobbers Ass’n, Inc_.| Candy and tobacco- _......... 
U.S.v. Tobacco & Candy Jobbers Ass’n, Inc_.|...-- i cticiintin simian act titans 
U. S. v. Watch Case Mfrs. Board of Trade, SS RR ae ee 
Inc. 
U, S. v. Watch Case Mfrs. Board of Trade, |.-..-. i icisithcicstssnciining einai 
ne. 
U. S. v. Associated Patents, Inc_............- Machine tools.............-..- 
U.S. v. The Ohio Crankshaft Co..........-..- — hardened crank- 
shafts. 
U. S. v. General Mills, Inc. ................. Dried-beef pulp._............- 
U. S. v. Southwestern Greyhound Lines, Inc_- ere by motor car- 
rier. 
U. S. v. The Draper Corporation............. Shuttle blocks................. 
U. S. v. The Blaw-Knor Company. .-.......- Cast metal rolls..............- 
U. S. v. Western Newspaper Union......-.-- Printing supplies and services- 
U. S. v. Tertile Refinishers Ass’n, Inc. ....-.- Refinishing woolen cloth. -_...- 
U. S, v. Hunter-Douglas Corp............... Venetian blinds............... 
U. S. v. Allied Florists Ass’n of Illinois...... Out Roweres. si...cbeti....2d- 
U. S. v. Starlight Drive-In, Inc.........--...- Admission prices for drive-in... Criminal. 





{ 
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No, 


to 


ao NS Oorw 








16 


orm CODD 


Blue- 
book 
No. 

1110 
1111 
1112 
1113 
1114 
1115 
1116 


1117 


1118 
1119 
1120 
1121 
1122 
1123 


1124 
1125 


1126 
1127 
1128 
1129 
1130 
1131 
1132 
1133 
1134 
1135 
1136 
1137 


1138 


1139 
1140 


1141 
1142 


1143 
1144 


1145 
1146 
1147 
1148 
1149 
1150 
1151 
1152 
1153 


1154 


JULY 1, 1951, TO JUNE 30, 1952 













Title of case Industry 


U. S. v. National Football League..........-. 


Ue. v. Allegheny County Retail Druggists 

s3'n 

U. S. v. William D. Eldridge................ 

U. 8S. v. Atlantic Fishermen’s Union.._....-- 

U. 8S. v. National Electric Sign Association... 

U. S. v. International Business Machines 
Corporation 

U.S. v. Northland Milk & Ice Cream Com- 
pany. 

U. S. v. Sears, Roebuck & Co 


Tires, tubes, auto accessories, | Civil. 
household appliances, and 
hardware. 





























U.S. v. W. T. Grant Company......--.----- Apparel, sporting goods, dry Do. 
hardware, 
U.S. v. Sears, Roebuck & Co Do, 
U. S. v. The Kroger Company. Do. 
U. S. v. Sunbeam Corporation..............- Do. 
OE S. v. International Boring Club of New Si anisclectbakaabesallelpiciniyes Do. 
U.S. v. Golden Gate Chapter Nat. Electronic | Radio and electric parts......- Criminal 
Distributors Assoc, 
U. 8. v. Alliance Theatre Corp.........---.-- Motion-picture exhibition._._.| Civil. 
U. S. v. General Railway Signal Company_-.| Railroad-highway grade cross- Do. 
ing protective devices. 
. S.v. The Great Western Food Distributors, | Eggs.....................-.--- Criminal. 
ne. 
v= v. The Great Western Food Distributors, |..... — Do. 
ne. j 
U. S. v. National Screen Service Corporation. : Civil 
sories. 
U.S. v. Golden Gate Chapter, Nat. Electronic |Radio and electronic parts____- Do. 
Distributors Ass’n. 
U. 8. v. McKesson & Robbins, Inc..........| Drugs, pharmaceuticals, cos- Do. 
— and toilet prepara- 
tions. 
U. S. v. Diamond Dealers Club, Inc...-.....| Diamonds.....................} Criminal. 
U. 8. v. The Untow 166 COiscc. iv iseneacntnas Ce ai teh nl al Do. 
U. S. v. National Ice & Cold Storage eek Se ee ST ee 
pany. 
U. S. v. Darling & Company................ Rendering materials........_. Do. 
U. S. v. Heppenstall Company -_-.-....------ NE a cien Criminal. 
U. S. v. Diamond Dealers Club, Inc__..-.-- i aiiriatcnn ine nels Civil. 
U,S.v. Employing Lathers Ass'n of Chicago | Lathing contracting_...-...._- Criminal. 
icinity. 
U. S.v. Employing Plasterers Ass'n of Chicago.| Plastering contracting_.....-.-- Do. 
JULY 1, 1952, TO JUNE 30, 1953 
U.S. v. The American News Co....--.----.-- Magazine distribution.__.....| Civil 
U. S. v. Twentieth Century-Fox Film Cor- | Motion pictures... ......-...-. D 
oration. 
us. v. Employing Plasterers Ass’n of | Plastering contracting......-.- Do. 
icago. 
U.S v. Employing Lathers Ass’n of Chicago | Lathing contracting_.......-.- Do. 
icinity. 
U. S. v. Morgan Construction Co-__--.-..-..- Wire-drawing machinery......| Do. 
U. S. v. Shade Tobacco Growers Agricultural | Tobacco_............--..------ Do. 
Ass'n, Inc. 
U. S. v. Baugh & Sons Company-..-.---.---- NB wn eee 29 < 2-555 48 Criminal. 
U7, TC, Fst ae stinthcieamesininintnnabiel CERO, atte dwdticn tind Snail Do. 
U. S. v. Northland Milk and Ice Cream Com- Milk and milk products._.._..| Civil. 
pany. 
Uz. aif. I The Stationers Ass’n of Southern | Office supplies--.-_.....-.----- Do. 
Calif., Inc. 
U. S. v. Detroit Sheet Metal & Roofing Con- | Roofing---.....-.-..-.-.-- ..| Criminal. 
tractore Assoc., Inc. 
U.S. v. The Procter & Gamble Co_.-_-.--__- Detergents. __- ‘ Civil. 
U. 8S. v. The Kansas City Star Co_...........| News and adv ertising_- Criminal. 
U.S. v. The Kansas City Star Co_.._.-- ii NO iis nts ole dana Civil. 
U. S. v. Detroit Sheet Metal & Roofing Con- Roofing -- inicio -| Do. 
tractors Ass’n, Inc. | 
U. S. v. Providence Fruit & Produce Building.| Fruit and vegetable produce__| Do. 








} 
{ 
i 
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tees akin 


ee ee 
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Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 
JULY 1, 1952, TO JUNE 30, 1953—Continued 


Blue- 
No.| book 
No. 
17 1155 
18 1156 
19 1157 
20 1158 
21 1159 | 
22 1160 
23 1161 
24 1162 
25 1163 
26 1164 
27 1165 
28 1166 
29 1167 
30 1168 
31 1169 
32 1170 
1 1171 
2 1172 
3 1173 
4 1174 
5 1175 
6 1176 
7 1177 
8 1178 
9 1179 
10 1180 
1l 1181 
12 1182 
13 1183 
14 1184 
15 1185 
16 1186 
17 1187 
18 1188 
19 1189 
20 1190 
21 1191 
22 1192 
23 1193 
24 1194 
25 1195 
26 1196 
27 1197 
28 1198 
29 1199 
30 1200 
31 1201 
32 1202 





Title of case 





U. 8.'v. Allied Stores ‘Corp. .....2.......24: 


U. S. v. Marshall Field & Co.........._.... 
U. S. v. Rhodes Department Store 


Aas 


Gulf Coast Shrimpers & Oystermans 

Michigan Tool Co...............-..-- 

Michigan Tool Co.................- 

Western Pennsylvania Sand & Gravel 
Ass 


8. y. 
83’n. 
. S. Vv. 
. S. Vv. 
i. r. 
8. m "Western Pennsylvania Sand & Gravel 
3"n. 
lS. ¥. 
. SV. 
. S. Vv. 
S. v. 


oc 


S, amet 


Aas’ 

Standard Oil ~~ CR Al edkccdanitnas 
Akin- Denison Ci 
National ‘Malleabie & Steel Castings 


+ Malleable & Steel Castings 
Company. 

S. v. Haverhill Fuel Oil Dealers’ Ass’n..- 
7. S. v. Lowell Fuel Oil Dealers’ Associates, 


7. S. v. Lawrence Fuel Oil Institute, Inc 
S. v. Walton Hauling & Warehouse Cor- 
poration. 


Com 


So cs 


Ss as 
~ 


Industry Proceeding 








Dry goods, apparel, 


house- | Criminal. 
oe appliances. 


JULY 1, 1953, TO JUNE 30, 1954 


U. S. v. Chattanooga Chapter, Nat. Electrical 
Pumotre Ass’n, Inc 
U. S. v. Walton Hauling & Warehouse Cor- 
ration. 
S. v. Louisiana Fruit & Vegetable Pro- 


ducers Union, Local 312. 
a S. v. Nationwide Trailer Rental System, 
ne. 

U. S. v. Wholesale Produce Buyers Ass'n. .- 
U. S. v. Wholesale Produce Buyers Ass’n_- 
U. S. v. American —— & Refining Co 
U. S. v. Norfolk Southern Railway Company - 
U. S. v. The Toledo Milk Distributors’ Ass’n- 
U. S. v. PR. L. Polk & Company-..------ 

U. 8S. v. Pan American World Airways, Inc_. 
U. S. v. New Orleans Insurance Exchange - -- 
U. S. v. American Lead Pencil Company - - -- 
U. S. v. American Lead Pencil Company - --.- 
ede Vee ST © GEE CO. cc cnc eccccccce 
U. S. v. Schine Chain Theatres, Inc_.....--.-- 
U. S. v. Schine Chain Theatres, Inc_.....---- 
U. S. v. Owyhee Bottled Gas Service. __......- 
U. 8. v. The Torrimgton Co.................2 


U. S. vy. The Cincinnati Milling Machine 


Company. 
U. S. v. Charles A. Krause Milling Co......- 
U. S. v. Cigarette Merchandisers Ass’n, Inc. - 
U. S. v. Cigarette Merchandisers Ass’n, Inc-- 
U. S. v. American Can Company.........--- 
eis uN no Se 
U. S. v. Parfums Corday, Inc...........----- 
U. S. v. Lanvin Parfums, Inc. .-.......-.---- 
U. S. v. Empro Corporation.............-.-. 


U.S. v. Associated 


. edit Bureaus of America. 
U. 8S. 


v. Liberty National Life Insurance 


Company. 

U. S. v. Standard Ultramarine and Color 
Company. 

U. S. v. Embroidery Cutters Assn 








a a and apparel______. pe. 

RE hee TE Oe 0. 
ghia and oyster... Abies Do, 
—— and tools. -... Do. 

BU sA AOU Sebo sdawticnean. Civil. 
Sand ‘ona gravel__...- Criminal 
ar Ri citilaiasd itectoigg int Oa hats stg Do. 
ION, cisendininceninanbed Civil. 
_ eo ee ae Criminal 
Railroad car couplers, coupler Do. 
parts, and yokes. 
eer OR ee 
Seemed bei ees a5~i 2... Criminal 
ante tees Do. 
Do. 
aes: of theatrical scenery Do 
and equipment. 
Electrical equipment-.-------- Do. 
Hauling of scenery and the- | Civil. 
atrical equipment. 
Strawberry and perishable | Criminal. 
produce. 

Tialler ee Civil. 
Fruit and maeein.. = Criminal. 
I cteteheh Nek iors Civil. 

ae... ; Do. 
Securities-..._--_- : Criminal. 
Milk and dairy products. - Do. 
Directories ‘ Civil. 
Air transportation _. Do. 
i caktaanadcsdntncinpcia Do. 
— aismeenebocigttinmaittesiecucste’ Criminal. 
i ni nantes etn lpia i Civil. 
Oitice : ES nce ccnacd Criminal. 
a picture theaters --_._... Do. 
Ok 5 on essed Civil. 
Liquefied petroleum gas._.-... Criminal. 
INOGENDi cacscsacccsccnccsscses Civil. 
Milling machines. -.-.-........- Do. 
og Ea Criminal. 
Cigarettes through vending Do. 
— 


e.g Rh ee ee ivil. 
oes — Ra 241 ASR Ba Do. 
SEU ttcteebadcpasavaccaks Do. 
iad inci ae Re unease mack Do. 
Credit reporting bureaus-_-_-.--.- Criminal. 
Funeral merchandise and | Civil. 
burial insurance. 
Ultramarine blue laundry Do. 
blue. 
Criminal. 


(Le 











LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 47 


Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 
JULY 1, 1954, TO JUNE 30, 1955 


Blue- 








No. — Title of case Industry Proceeding 
No. 
1 1203 | U.S. v. United Fruit Company See nanan SGKoiCaclecosntebawcsal Civil. 
2 | 1204-A | U. S. v. Milk Wagon Drivers’ Union Local | Milk.....-.......-.-.--.-..---- Criminal. 


758, International Br Brotherhood of Teamsters, 
Chauffeurs, Stablemen and Helpers of 
merica 


3 | 1204-B} U. S. v. Milk Wagon Drivers’ Union Local |...-- Ra cacti ahtatnte el Civil 
758, Brotherhood of 4 of Teamsters, Chauffeurs, 
Stablemen and He pers of America. 
4 1205 | U.S. v. Seafarers Sea Chest Corporation.....| Ap l for seamen. .......... De. 
5 1206 | U.S. v. Inland Coca-Cola Bottling Company.| Soft drinks........-....-..---- Criminal. 
6 1207 | U. S. v. The Watchmakers of itzerland | Watch Industry Organizations} Civil. 
Information Center, Inc. 
7 1208 | U. S. v. Embroidery Cutters Association...-- po pina Do. 
s 1209 | U. S. v. Pleaters, 3s, & Embroiderers | Pleating, stitchers, and em- Do. 
Ass'n, Inc. eens of Jadies’ wearing 
9 1210 | U. S. v. Radio Corporation of America. _..--- ralortl levision patent licens- Do. 
10 1211 | U.S. v. Philco Corporation...............--- nadia: television, phono- Do. 
grap) hs refrigerators, freez- 
= alr bonditioners and 
11 1212 | U.S. v. National re Contractors Ass’n, Bictrical eq equigtnens bepongndeg Criminal 
New Jersey Chapter, I 
12 1213 | U. S. v. Eastman Kodak. Co atte ncinaaktdiameetal ON Civil. 
13 1214 | U.S. v. Schenley Industries, Inc............. tte DE a. Do. 
14 1215 | U. S. v. Reddi-Wip, Inc....................- Whipping cream ---.........-.- Do. 
15 1216 *, S. oe Kosher Butchers’ Ass’n of Los | Kosher meat and poultry - ---- Do. 
nge 


16 1217 | U. S. v. Syloania Electric Products Corp 
17 1318 | U. &. wv. Biprte Galt CORSON. .. -2<0ccccnccdl Ease seneeenscanaanen 
18 1219 | U.S. v. Machine Chain eee Ass’n_| Chain 





19 1220 | U. S. v. General Shoe Cor - Sa ee eee me aiiocbeie 
20 1221 a S. v. Linen Supply titute of Greater 
Yew York, Inc. 


21 1222 us S. v. Linen Supply Institute of Greater 
New York, Ine. 

22 1223 | U.S. v. Linen Supply Intsitute of New Jersey - 

23 1224 | U.S. v. Linen Supply Institute of New Jersey. 

24 1225 | U. S. v. Maryland State Licensed Beverage 





Ass'n, ive. 
25 1226 | U. S. v. National Cranberry Association... _. ., 
26 1227 | U. S. v. National Linen Service Corporation__| Linen service...........-..---- Do. 
27 1228 | U.S. v. National Linen Service Corporation._|.....d0_...........-.----.-.---- Civil. 
28 1229 | U. S. v. Hilton Hotels Corp...._......._._._. I iii ie el Do. 
29 1230 | U. S. v. Aero Mayflower Transit Co., Inc____| Transportation and storage of | Criminal. 
household goods. 
30 1231 | U. S. v. The American Monorail Company-_.| Overhead equipment, clean- | Civil. 
ing equipment. 
31 1232 | U. S. v. National Cranberry Ass’n__._._____- Cranberry products__.__...__- Do. 
32 1233 | U. S. v. American Ass’n of Advertising | Newspaper and magazine Do. 
Arencies. advertising. 
33 1234 | U. S. v. American Linen Supply Company-..| Towel_........-...-.-.-------- Do. 
34 1235 | U. S. v. Chicago Towel Company __..___._--- Towel and linen supply. _----- Criminal. 
35 1236 | U.S ws Chicago Towel Company-...........|..--- ee eee Te Civil. 
36 1237 | U. S. v. Crown Zellerbach Corp..__..__.__-_. UG. one Do. 
37 1238 U.S. My —— State Retail Gasoline Dealers | Gasoline. -..._...--- aeons Criminal. 
ss’n, Inc. 
38 1239 | U.S. v. Garden State Retail Gasoline Dealers |.....d0__........-.----.-------- Civil. 
Ass’n, Ine. 
39 1240 | U. S. v. Lawrence Fuel Oil Institute..______- nn isn dee Do. 
40 1241 * S. v. Aero Mayflower Transit Company, Treneportation of household Do. 
ne. 
41 1242 | U. S. v. Bakersfield Associated Plumbing Building eee Do. 
Contractors, Inc. 
42 1243 = 8S. Standard Ultramarine Color | Dry colors_............-.-..--- Criminal. 
en 
43 1244 | U.S. v F. Bambas & Co., Inc...........| Cigarettes..................... Do. 
44 1245 ~~ oe Memphis Retail "Package Stores Alcoholic beverages... ........- Do. 
ss’n, Inc. 
45 1246 we . Memphis Retail Package Stores |....- Oeasis alice hail Civil. 
s3’n, 
46 1247 | U. S. v. Retail Liquor Dealers Ass’n of |-..-- Gites 325s Ask yebica neice Criminal. 
Chattanooga. 
47 1248 | U. S. v. Retail Liquor Dealers Ass’n of |..--- tien Uscecksicnndie Civil. 


Chattanooga. 











48 LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 


Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 


JULY 1, 1955, TO JUNE 30, 1956 

















| 
Blue- | 
No.| book Title of case Industry 
No. | 
canbe) ee 
1 1249 os. v. Lowell Fuel Oil Dealers Associates, | Fuel oil.........-.......------ 
ne. 
2 2300 | CB. v. Galea Beret, Tie. oince cidkn nn inl, HR seeinrentedaiindutsacdss 
3 1251 | U. S. v. Ernest Lowenstein, Inc. & Ernest Jeuues. imitation stones.....- 
Lowenstein. 
4 1252 , ie W. Te CRE EMME Cen on cnn gh A eeenidhddgbincopedeecdodask 
5 1253 | U. S. v. Minute Maid Corporation........-.- Frozen citrus juice concen- 
trates. 
6 1254 | U.S. v. Associated Nevada Dairymen, Inc...| Milk......----.--.......-.---- 
7 1255 | U. S. v. Anderson Dairy, Inc_........--.-.-- 1 od asi Se cesith. dntat sith alive dbouell 
8 1256 | U. S. v. Fish Smokers Trade Council, Inc....| Smoked fish.................-- 
9 1257 | U. S. v. Fish Smokers Trade Council? Fitesct banosae a Na a i ae Bie 
10 1258 | U. S. v. American Steel Foundry...........-- Railway freight cars........... 
ll 1259 | U. S. v. Maryland Cooperative Milk Pro- | Milk....--.......-..---------- 
ducers, Inc 
12 1260 | U. S. v. Maryland a PNODEN SUUINE SWUNG Bene Sn eh ae oo a 
ducers Ass'n, Inc. 
13 1261 | U.S. v. Columbia Artists Management, Inc_.| Booking of concerts... -------- 
14 1262 | U. S. v. Columbia Artists Management, Inc_-|--.-- OP ent nithtitis can dha tdnnal 
15 1263 | U. S. v. Safeway Stores, Inc...-.-..-.----- Ce een ncusaehebeascitde 
16 1264 | U. S. v. Safeway Stores, Inc.......-..----.--.|----- | SES ee ee ae 
17 1265 | U. S. v. Lyman Gun Sight Corp__.--.------- Optical rifle scopes.........--- 
18 1266 | U. S. v. Brown Shoe Co., Inc......-..-.----- Shoes...:-.--- ee 
19 1267 | U. S. v. Federation Suisse Des Associations | W atchmaking machinery nanan 
De Fabricants D’ Horlogerie. 
20 1268 | U.S. v. International Boring Guild NS el ae atin hat Sake 
21 1269 | U. S. v. Lyman Gun Sight Corp._.--....- Optical rifle scopes 
22 1270 | U. S. v. J. P. Seeburg Corp....------- Phonographs.------- 
23 Se ees 0d En od anwiccadmninnaclbieniawsl iiidinninnnnnnetptimmdbs 
24 1272 af 8. wae Erie County Malt enaioes Dita 1) DOR ak dewienciniecwediet4esds 
ors Ass'n 
25 1273 u S. v. Shell Oil I 5... tna a teaenee ot ineh hn pan cdeaud 
26 1274 | U.S. v. Wolf_-. .| Cotton... -- 
27 1275 | U. S. v. American Radiator & Standard | Bathtubs and kitchen sinks_. 
Sanitary Corp. 
23 1276 | U.S. v. Central States Theatre Corp_.....--- Motion pictures__.-........--- 
29 1277 | U. S. v. Union Plate & Wire Co_....__.---- Gold-filled plate materials _. 
30 1278 | U.S. v. Union Plate & Wire Co......----~-- OO Sait ane iaiete dae dil 
31 1279 | U.S. v. Foremost Dairies, Inc__....-....---- Milk and dairy products... Sa 
32 1280 | U.S. v. Meredith Publishing Co_....-..._--- Book-...--- Z 
33 1281 | U.S. v. Wolf__- TIN c cask, ceatunt 20k. 
34 1282 | U. S. v. Florists’ Telegraph Delivery Ass’n__.| Florist..........-...---- 
35 1283 | U. S. v. The B. F. Goodrich Co_............. Rubber V-belts. _........_- 
36 1284 | U. S. v. Dover Corporation. _.-......---- Hydraulic elevators and 
| pumps. 
37 1285 | U.& / ytd preter Pad Manufacturers Ass’n | Shoulder pad-...........------ 
of Cali 
38 1286 | U. S. v. Robertshaw-Fulton Controls Co......| Temperature controls--..-._--- 
39 1287 | U. S. v. Haverhill Fuel Oil Dealers’ Ass’n_...| Fuel oil__....---..--.--------- 
40 1288 | U. S. vy. Philadelphia Radio & Television | Radio broadcasting ---.-.-~_--- 
Broadcasters Ass’n. 
41 | 1289 U. S. v. Socony Mobil Oil Co., Inc_...-...-- NO i ons ia ieierp-~< 4 
42 1290 | U. S. v. Socony Mobil Oil Co., i oak aE tess cnnen bert dhirddmdad 
43 1291 | U. S. v. Socony Mobil Oil Co., Inc.....--.---|---..00.....-----.-.------------ 
44 1292 | U. S. v. Socony Mobil Oil Co., Inc___.-.----- ei tin vidi «age alabae 
45 1293 | U. S. v. Socony Mobil Oil Co., Inc_..._..---- Cie cateenttbenindan Saeed 
46 1294 | U.S. v. R. Reginald Potts_._-- ae a Sas dis itt ech 
47 1295 | U. S. v. Erie County Malt Beverage “Dis- | Malt VOVETASCS. «.5.-aiesh------ 
trihutors Ass'n 
48 1296 | U. S. v. Operative Plasterers & Cement | Machines--..........-.-.------ 
| Masons Internat. Ass’n of the U. S. & 
Canada. 


1299 
1300 


me OO nue 


1297 
1298 | 
| 


5 1301 
6 1302 





1303 | 


JULY 1, 


U. S. v. General Motors Corp.........----..- 

U.S. v. National Electrical Contractors Ass’n, 
N. J. Chapter, Inc. 

U. S. v. International Cigar Machinery Co-_.- 

U. S. v. Philadelphia Radio & Television 
Broadcasters As3’n. 

U.S. v. Continental Can Co., Inc......-.----- 

U. S. v. Maryland State Licensed Beverage 
Ass’n, Inc. 

U. S. v. National Wrestling Alliance 


1956 TO JUNE 30, 1957 


Cigar making machinery ------ 
Radio broadcasting.......-..-- 


OoGmteinels.... cackkidsiailsocess 
LAGRIB 4. ch sdececcivctoccuband 


TE. 6.accemnncneecatecsbin 


Proceeding 


Civil. 


Criminal. 
Civil. 





Do. 
Criminal. 
Civil. 
Criminal. 
Civil. 

Do. 

Do. 
Criminal. 
Civil. 


Criminal. 


Criminal. 
Do. 


Do, 
Do. 


Civil. 
Do. 
Do. 
Do. 


Do. 
Do. 


Do. 








LAW ENFORCEMENT ACTIVITIES: AFFECTING SMALL BUSINESS 49 


Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 


JULY 1, 1956 TO JUNE 30, 1957—Centinued 





No. 


9 


10 


12 


o afew Ne 

































Blue- 
hook Title of case Industry Proceeding} 
NO. 

1304 | U. S. v. American Waste Materials Corpora- | Wasterag..............--.---. Criminal. 
tion. 

1305 | U. S. v. American Waste Materials Corpora- |_.-..- DD. -sinimiteatan tiie denied Civil. 
tion. 

1306 | U.S. ke Minnesota Mining & Manufacturing | Reflex reflective sheeting_.....| Do. 
ing Co. 

1307 | U.S. v. Continental Can Co., Inc_......-..-.- Comba inet a nicinn ons cp cub onde Do. 

1308 v. v. — Retail Appliance Dealers | Electrical and gasappliances...| Do. 

ss’n, Inc. 

1309 US S. v. Md. & Va. Milk Producers Ass’n, | Milk__---....- Sudndopadnaavobill Do. 

ne. 

1310 | U.S. v. Owens-Illinois Glass Co Glass containers_............-. Do. 

1311 | U.S. v. Radio Corp. of America ey Re ea Do. 

1312 | U.S. v. Driver-Harris Company Electrical resistance alloys- ---.- Do. 

1313 | U.S. v. Bethlehem Steel Corp__....-......---- eral ION sie ct nein gab on 4h Do. 

1314 U.S ‘ia Sporting Goods, Inc. of Okla- | Athletic equipment -..-.----- Criminal. 

oma Cit 

1315 | U. S.v. Grinnell iT een ctl Automatic sprinkler systems - Do. 

1316 | U.S. v. Consolidated ee Corporation..| Linen supply----------------- Do. 

1317 | U.S. v. Blaw-Knor Company._.............| Automatic sprinkler systems__ Do. 

1318 | U.S. v. Jerrold Electronics Corporation. ....- Community television an- | Civil. 

tenna equipment. 

1319 | U. S. v. Generel Baking. Od... -iiccs--ccdae) BPORGS.. dased.- 26-1 de - eco ae Criminal. 

1320 | U. S. v. Continental Baking Co______--.------ Bakery products-_-_.....-...--- Do. 

1321 | U.S. v. The Rudolph Wurlitzer Company...| Coin-operated phonographs...| Civil. 

1322 | U. S. v. North American Van Lines, Inc... Transportation by motor ve- | Criminal. 

hicle of househoid goods. 

1323 Ue :. Que Forms Ass'n of Central New | Concrete forms... .........--.- Do. 
Englan 

1324 es < paren Forms Ass’n of Central New |... ..d0.-........--.-----.----- Civil 

Ongland. 

1325 | U. S. v. United Scenic Artists Local 829 of the | Production and presentation Do. 
Brotherhood of Painters, Decorutors & of plays, musicals, ballets, 
Paperhangers of America. and operas. 

1326 | U. S. v. Hamilton Giase-Co............<-s<us} Fiat gieeOseu-- 5.2.6... s Do. 

1327 | U. S. v.. Pittsburgh Plate Glass Ci ompany..-- Plate glass mirrors. .......-..| Criminal 

1328 | U. S. v. Toy Guidance Council, Inc........-.- yo, ee a Do. 

1329 | U. S. v. Toy Guidance Cowncil, Inc_........-|.---- QPS, ain) tid sang oe at Civil. 

1330 | U.S. v. R. P. Oldham Company --.-..--..----- Japanese wire nails__........-- Criminal. 

1331 | U. S. v. Loew’s, Incorporated__...........-.- Motion pictures_._......--.-.. ivil. 

1332 | U. S. v. "y tsburgh Plate Glass Company_-_--| Plate glass mirrors-.-..-.-...-.- Do. 

1333 | U. S.v & C. Super Corp__-.-.-.. baht bess Motion pictures... ....-......- Do. 

1334 | U.S. v. | aed COR) UE) oan ecnveccstind le GOS, acces thabedicdncdsatp til Do. 

1335 | U. S. v. Artists Productions, Inc_........---.- cee BO ic, shen aaadn ake ae | Do. 

1336 | U. S. v. National Telefilm Associates, Inc_...\-....do-.....-- Wh danke Ended Do. 

1337 | U. S. v. United Artiste Corp.._...........--- Fo allt Liu iia a tah gtlenginaledil Do. 

1338 | U. S.v. R. P. Oldham Company. .--..--.-.-.--- | Japanese wire nails_.......-... Do. 

1339 | U. S. v. Parke, Davis & Company-_.....----- Pharmaceuticals ---__........-- Criminal. 

1340 | U. S.v. Parke, Davis & Company_....-.-..-|.---- Gi iil. sanhes’ <b decent St Civil. 

1341 | U.S. v. United States Plywood Corporation..| Plywood............---.------ | Criminal. 

1342 | U. S. v. Viking Automatic Sprinkler Co Automatic sprinkler systems..| Do. 

1343 | U.S. New England Concrete Pipe Cor- | Concrete pipe. ..........-.--< | Do, 

| seule. 
1344 | U. S. v. Nassau & Suffolk County R etail | | Hardware, housewares, and Do. 
Hardw are Ass'n. | _ Other products, 

1345 | U . Chicago Boiler Manufacturers Ass’n_\| Steel boilers. _- ad Do. 

1346 U. ‘s. v. Nassau & Suffolk County Retail | Hardware and housewares... - _| Civil. 
rin iss’n. | 

1347 | U. S. v. The Greyhound Corp __| Intercity buses................| Do. 

1348 | U.S. - Necchi Sewing Machine Sales Cor- Sewing machines... ..__.___- Do. 

| Pa ee 

1349 | U. New England Concrete Pipe om. 1 Concrete pipe. : Do, 

1350 | U. | AM1, Incorporated. % Coin-operated phonographs...| Do. 

1351 | U. . Ekco ‘Products Ci ompany-......-...- Pan glazing services. ____--- | Do. 

JULY 1, 1957, TO JUNE 30, 1958 
| 
1352 | U. S. v. Tri-County Beer Distributors Ass’n_| Beer... ...........----..---.-- Criminal. 
1353 | U. S. v. Automatic Merchandisers Ass’n of | Cigarette vending machines... Do. 
| Western Pennsylvania. 

1354 | U. S. v. El Paso Natural Gas Co. -_..---.--.- t Catered BOBS © 5053 vn o5s. 2.2 oe Civil. 

1355 | U.S. v. Tri- County Beer Distributors Ass’n_.| Beer. -.-........_..-.-.-.------ Do. 

1356 | U. S. v. Hughes Tool Co. (Ince.)......-.--.--- Oil and gas well drilling equip- Do. 

ment. 

1357 | U.S. v. Lincoln Wholesale Roofing Company.| Roofing and siding materials..! Criminal. 











50 LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 


Cases instituted under Federal antitrust law, July 1890 to September 1958—Con. 
JULY 1, 1957 TO JUNE 30, 1958—Continued 


Blue- 
No.| book 
No. 

7 1358 

8 1359 

q 1360 
10 1361 
ll 1362 
12 1363 
13 1364 
14 1365 
15 1366 
16 1367 
17 1368 
18 1369 
19 1370 
20 1371 
21 1372 
22 1373 
23 1374 
24 1375 
25 1376 
26 1377 
27 1378 
28 1379 
29 1380 
30 1381 
31 1382 
32 1383 
33 1384 
34 1385 
35 1386 
36 1387 
37 1388 
38 1389 
39 1390 
40, 1391 
41 1392 
42 1393 
43 1394 
44 1395 
45 1396 
46 1397 
47 1398 
48 1399 
49 1400 
50 1401 
51 1402 
52 1403 
53 1404 
54 1405 

1 1406 

2 1407 

3 1408 

4 1409 

5 1410 

6 1411 

7 1412 

8 1413 

q 1414 
10 1415 
ll 1416 
12 1417 


Title of case 


% 


. Rockwood Sprinkler Co.............. 


. Rockwood Sprinkler Co-_.... 
. Standard Oil Co. (Indiana) 

National Audio-Visual Ass’n, Ine... 
- Maine Lobstermen’s Ass'n 


4 d4dddaaaeda 4 
SSz 
= 
1 
-> 
> 
Co 
23 


. Volkswagen of America, Inc....-.--- 
Venetian Blind Mfrs. Credit Ass’n-_. 
Lucky Lager Brewing Company. .-.-- 
Radio Corporation of America......- 
United States Trotting Ass’n-_-.-_.... 
The Hoover Company -.--.-...-..----- 
Jas. H. Matthews & Co._......-..-- 


Tatintntnintntin tin wainintninininn 


ane a Be 4S 2 


s BP ee Ce... . 2... 222652 2c8e 
S. v. Retail Floor Covering Ass’n of 


esssssssss §.SSSSSsss S 


Greater Philadelphia. 
U. S. v. Columbia Pictures Corp............- 
U. S. v. New York Pickle Condiment 


Dealers Ass’n., Inc. 
U. 8. v. New York Pickle & Condiment 
Dealers Ass’n., Inc. 
U. S. v. The Greater N. Y. Food Processors 
Ass’n., Inc. 
U. S. v. The Greater N. Y. Food Processors 
Ass’n., Inc. 
S. v. Crane Company - 
. American Natural Gas Co_..-.------ 
. Continental Baking Co. 
Maine Lobster Co., Inc....-..------- 
. Eli Lilly & Company... 
. Bostitch, Inc 
. Chas Pfizer ee 
. Ciba Company, Inc. woes 
. Whitin Business Equipment Corp... 
. Arkansas Fuel Oil Corp-....----.--- 
Be rere 
. American Body & Trailer_.......--- 
S. v. Bostitch, Inc 
so v. American Type Founders Company, 
ne. 
S. v. Baton Rouge Insurance Exchange... 
S. v. National Alfalfa Dehydrating & 
Milling Co. 


" S. v. American Natural Gas Co...-.------ 


~y 
4d 444444445425 


Deere ain 
ma 


Ss 





Jas. H. Matthews & Co.............|----. 





Industry 






Audio-visual equipment._....-. 
Live Maine lobsters_.-___- * 


and intermediates. 
Steam generating and fuel 
burning equipment. 
Automobile. -_...............-- 


Radio eS ae 
Harness racing-.............-. 
Vacuum cleaners._............ 


Sones | ee ES es 
OOF GOVEFEIE. «<2. 52....00 


‘ph je 
Pickles and sauerkraut ---_---- 


Plumbing supplies - - - 
PORMNNE MUB aC sr occe le snaet obce 
Bread, buns, and rolls__.------ 
Maine lobsters. --..........--- 
Pema VON oo, nk ocksn--s- 
Staplers and stitchers- --.---- 
Citric acid 
Dyestuffs_.......--- 
Duplicating machines-.-.------ 
Crude oil and gasoline. -_----- 
Plumbing supplies-----....-.- 
Trailers and trailer parts. --_- 
Stitchers and staplers- -------- 
Printing presses and equip- 

ment. 
Insurance._-- teiiabowet 
Dehydrated ey 


U. S. v. "The White Motor Co_........-.--..- Trucks and parts...........---. 
U. 8S. v. True Temper Corp. ...- coca WEE Gteeca A See en ae 
SA ‘aoe ., wl, ~° . SS oe ON oe ree 
C. B. Vs Bees 2eeeeet GND. 2 .2<<-.5----<s5- Steel shafts for golf bags... .-- 
U. S. v. Frozen Food Distributors Ass’n of | Frozen foods. ..-.....-...--.-- 
Greater N. Y. 
U. S. v. Frozen Food Distributors Ass’n of |...-.d0.......--..-------------- 
Greater N. Y. 
U. S. v. Arnold, Schwinn & Co_.........-..-| Bicycles, parts, and acces- 
sories. 
JULY 1, 1958 TO 
U. S. v. Lever Brothers Company... Detergent __ 


U. S. v. Greater 
Dealers .Ass’n Co-op. 


Washington ‘Chevrolet 


Automotive accessories... - ee 


S. v. Akers Oldsmobile Cadillac Company.| Automobile- - ----- -- 4 
U. S. v. The Arlington Motor Cog BBC oc ssnshsostd | ee 
U. S. v. Sherwin-Williams Co_...........-.-| Paint, enamel, and varnish.- 
U. S. v. Beatrice Foods Company - Milk and cream............__- 
U. S. v. Lexington Tobacco Board of Trade...| Tobacco......-...-.--.------. 
U. S. v. Harte-Hauks Newspapers, Inc......| Newspapers....----- 
U.S. v. Ford Dealers’ Advertising Ass'n, Inc_.| Automobile. 
am v. Oakland Zone Chevrolet Dealers’ |.-...do-.-....-- 

3"n. 

U. < v. Plymouth Dealers’ Ass'n of Northern MP iisuncacacuda 

California. 

. S. v. Hunting-Poberts Co....-...----.---- Metal office furniture... ..--.-- 


Proceeding 





Criminal. 
Civil, 
Criminal, 
Civil. 


Criminal. 

Do. 

Do, 

Do. 

Do. 

Do. 
Civil. 

Do. 

Do. 
Criminal. 
Civil. 

Do. 

Do. 

Do. 


Do. 
Do. 


Do. 
Criminal. 
Civil. 

Do. 
Criminal. 
Civil. 


Civil. 
Criminal. 


Do. 

Do. 
Civil. 
Criminal. 
Civil. 
Criminal. 


0. 
Do. 
Do. 
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ApPpENDIx B 


Consent decrees entered under Federal antitrust law, July 1890 to 
September 1958 





Name of case Date insti- 
tuted 
U. S. v. Otie Elevator Co........-.-..--- Mar. 7, 1906 
U. S. v. Southern Wholesale Grocers’ | June 9, 1910 
Association. 
U.S. v. American Sugar Refining Co...| Nov. 28, 1910 
U. S. v. General Electric Co...........-- Mar. 3,1911 
GS, Be Ci Ca tired ctvesivincscesecs Aug. 31, 1911 
U. 8. vy. Colorado & Wyoming Lumber | Sept. 25,1911 
Dealers’ Association. 
U. S. v. National Cash Register Co..-...- Dec. 4,1911 
U.S. vy. Pacific Coast Plumbing Supply | Dee. 18, 1911 
Association. 
U.S. v. Aluminum Co. of America...... May 16, 1912 
U.S. v. Central-West Publishing Co_.... Aug. 3, 1912 
U. 8S. v. Master Horseshoers’ National | Dec. 12, 1912 
Protective Association. 
U. S. v. Philadelphia Jobbing Confec- | Dec. 13, 1912 
tioners’ Association. 
U. S. v. Flgin Board of Trade... ......-.. Dec. 14, 1912 
U. S. v. Krentler-Arnold Hinge Last Co.| Feb. 7, 1913 
U. S. v. Cleveland Stone Co.......-...-. Feb. 12,1913 
U. S. vy. International Brotherhood of | Feb. 24,1913 
Electrical Workers. 
U.S. v. American Thread Co........-.-- Mar. 3, 1913 
U.S. v. Burroughs Adding Machine Co-.|-_...- Gb..dta.d 
U. 8S. v. American Coal Products Co.....|....-. cesses 
U.S. v. New Departure Mfg. Co_._..--- May 27,1913 
U. S. A American Telephone & Tele- | July 24,1913 
Trap 0. 
U's. S. v. National Wholesale Jewelers’ | Nov. 18, 1913 
‘Association. 
U. S. v. New York, New Haven & | July 23,1914 
Hartford R. R. Co. 
GC. & Fs Bet BC scacecnunncessiea June 10,1915 
U. S. v. National Association of Master | May 19, 1917 
Plumbers. 
C7 Be, Vs Bei casi acintieiaaacnsnnieie Oct. 8, 1917 
U. S. v. Parts Medicine Co.............. Nov. 12, 1917 
ih? eS Eee * Nov. 26, 1917 
a EE, We See eteeseenesacidedstvaundon Dec. 4,1917 
U. S. v. Booth Fisheries Co.............- Mar. 13, 1918 
U. 8. v. Interlaken Mille..............-- Apr. 15, 1918 
U. S. v. Victor Talking Machine Co...-.. May 3,1918 
U. S. v. Button Export & Trading Corp.| June 28, 1918 
U. S. v. American Cone & Wafer Co._..| July 31,1918 
U. S. v. Western Cantaloupe Exchange..| Nov. 9, 1918 
U. 8. v. Kiazeon Horn Ce............... Dee. 8, 1918 
U. S. v. American Association of Whole- | Dec. 12, 1919 
sale Opticians. 
U,V Se Ain. cadetebencanenacien Dee. 17,1919 
U. S. v. Swift & Company............-- Feb. 27, 1920 
U. S. v. Sumatra Purchasing Corp....-- Apr. 13, 1920 
U. S. v. Barbers’ Supply Dealers.......-. May 7, 1920 
U. S. vy. California Associated Raisin Co_| Sept. 8, 1920 
U. S. v. Albany Chemical Co..........-- Jan, 10, 1921 
U. 8S. v. Goodwin-Gallagher Sand & | Jan. 18,1921 
Gravel Corp. 
Wh Bs 0, OIE ocareynnunsisanticnamanmmenides Jan, 28,1921 
U. S. v. Corrugated Paper Mfrs. Asso- | Feb. 2, 1921 
ciation. 
CF; & Uy, a. o.. pocennntanaseeeeneeee Mar. 8, 1921 
U. S. v. American Coated Paper Co..... Mar. 14, 1921 


Decree 
entered 


June 1,1906 
Oct. 17,1911 
May 9, 1922 
Oct. 12,1911 
Dec. 4,1917 
Dec. 29, 1917 


Feb. 1,1916 


Jan. 6,1912 
June 7,1912 
Aug. 3,1912 
1914; 1916 

. 17,1913 
. 27,1914 
. 7,1913 
. 11,1916 
. 27,1914 
2, 1914 
. 31913 
. 4,1913 
27, 1913 

. 26,1914 
30, 1914 

17, 1914 


10, 1915 
19, 1917 


8, 1917 
« 13, 1917 
- 26, 1917 
4, 1917 


. 13, 1918 


Apr. 15, 1918 


May 
June 


3, 1918 
28, 1918 
3, 1918 
Nov. 9,1918 
Dec. 8, 1918 
. 12,1919 


Mar. —, 1920 
Feb. 27, 1920 


Apr. 
May 


Jan. 


13, 1920 
7, 1920 


18, 1922 
10, 1921 
18, 1921 


28, 1921 
2, 1921 


8, 1921 
14, 1921 


Jan. 


Jan. 
Feb. 


Mar. 
Mar. 


Further action 


Contempt proceedings; found 
a = Fined een 1913. 
uisition 


a cnoaier compan ee a 


Contempt proceedings, a. } 
Gofencenit found guilt 
fined $2,000, 1928; ee 
permit uisition of 2 com- 
panies, 1929 and 1931. 


Modified to permit acquisition 
of com y, 1922. 

Mod to permit sale of com- 
pany’s assets, 1917. 


Modified to = compliance 
with NRA Code, 1933. 
Modified to permit 


uisition 
of German concern, ‘i922. 


Modified to permit consolidation 
of 2 telephone exchanges, 1914, 


Modified several times. 


Defendant’s motion for modifi- 
cation denied, 1919. 


Modified, 1919; also 1934, to per- 
mit compliance with NRA 
Code, 


Modified to 
with NRA 


Litigation from 1920-32; defend- 
ants’ efforts to have decree 
vacated or modified unsuccess- 
ful; Government forced disposal 
of Libby MeNeill stock, 1939. 


oat ag ae me 


Modified to permit compliance 
with NRA Code, 1934. 
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LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 


Consent decrees entered under Federal antitrust law, July 1890 to 
September 1958—Continued 


Name of case 
| 


U.S. v. American Lithographic Co- -- 


U. S. v. Tile Mfrs.’ Credit Association _. 


U. S. v. National Enameling & Stamp 
ing Co. 

U. S. v. Bricklayers’, Masons’ & Plas- 
terers’ International Union. 

U. S. v. Wickwire Spencer Steel Corp... 

U. S. v. Gypsum Industries Association... 


U. S. v. Live Poultry Dealers’ Protective 
Association. 

U. S. v. California Wholesale Grocers’ 
Association. 

U. S. v. Utah-Idaho Wholesale Grocers’ 
Association. 

U. S. v. Wheeler-Osgood Co_.......-..-.- 

U. S. v. Seattle Produce Association - - -- 

U. S. v. Oregon Wholesale Grocers’ Asso- 
ciation. 

U. S. v. National Peanut Cleaners & | 
Shellers Association. 


U. S. v. Tanners Products Co___.....--- 
U. S. v. Porcelain Appliance Corp.-.--_-- 
U. S. v. Flower Producers Cooperative 
Association. 

8 ee ‘ard Food Products a eat fei 
. S. v. Nat’l Food Products Corp-- 
: Noland Company, Inc__..--.-.- 
. Leibner & Company-.-_--.-------| 
. Lay Fish Company-.-..--.------ 
S. v. Southern Hardware Jobbers’ 
Association, 


mennint 
444445 


. v. Rand Karder Bureau 

. V. Highteen Karat Club_._._._-.--- 
v. American Amusement Ticket 
Mfrs. _ Association. 

U. 8S. v. California Retail Hardware & 
Saedbeeend Association. 

U. S. v. National Gum & Mica Co_-_-_-_--| 

U. S. v. National Hat Frame Association, 


Inc 
U. s. v. No 
Bureau. | 
U. S. v. Deutsches Kalieyndikat Gesells- | 
chaft. 
U. S. v. Richmond Distributing Corp---_| 
U. S. v. Gillette Safety Razor Co-- . 
U. S. v. Maine Co-Operative Sardine Co__| 
U. S. v. Columbus Confectioners’ Asso- 
ciation. 
U. S. v. The Fernald Co. & Soule Steele 
Company. 


S. v. Amsterdamsche Chiniefabriek_... 


S. v. Great Lakes Steamship Co 
S. v. Candy Supply Co.....--....-.-- 
S. v. General Outdoor Advertising Co- 

S. v. Barnard & Co__-_---- ‘ 
S. v. Confectioners’ 9 of Baltimore __| 
S. v. Alden Paper i 
S. v. Balaban & Katz Corp..-- eae 


U. 
U. 
U. 


gegnne 


rthwest Shoe Finders Credit 





U. 
U. 
U. 
U. 
U. 

U. 
U. 
U. 


U. S. v. Motion Picture Theatre Owners 
of Oklahoma. 
U. S. v. Bates Valve Bag Corp----.-.---- 
U. S. v. Evansville Confectioners’ Asso- | 
ciation. | 
U. S. v. Ludowicki-Celadon Co........-- 
U. S. v. Fox Theatres Corporation 
U. 8. v. Pittsburgh-Erie Saw Co-- 
U. S. v. Greater N. Y. Live Poultry 
Chamber of Commerce. { 


Date insti- 
tuted 


Mar. 


Jan. 
Feb. 
Feb. 


Mar, 


Dec. 
Jan, 
Apr. 
Apr. 


May 
July 


Sept. 


Jan, 


June 


Oct. 
Dec. 


Feb. 
Feb. 
Apr. 
July 
May 
Aug. 


Oct. 


Nov. 2 


Dec. 


Feb. 


| Feb. 


Feb. 


Mar. 


Apr. 


Apr. 
Aug. 
Oct. 

Nov. 


Dec. 


| Mar. 


Apr. 
| June 


| July ; 


Aug. 


Sept. 


Oct. 
Dec. 


Dec. 
Jan. 


Feb. ‘ 


| Mar. 
Nov. 3 


Dec. 
Feb. 


26, Mar. 
10, 
14, 
28, 


20, 
27, 


18, 
2, 
9, 
5, 

18, 

29, 
5, 


11, 


16, 
15, 


8, 
13, 
13, 

2, 


12, 


¢ 


16, 


1921 
1922 
1922 
1922 


1922 
1922 


1924 
1924 
1924 
1924 
1924 
1924 
1925 


1925 


1925 
1925 


1926 


1926 | 


1926 
1926 
1926 


, 1926 


, 1926 
, 1926 


1926 


1927 | 


, 1927 
, 1927 


, 1927 


1927 


1927 
1927 
1927 
1927 


, 1927 


, 1928 


1928 
1928 
1928 
1928 
1928 
1928 
1928 


1928 


, 1929 


1929 


. 1929 
, 1929 
, 1929 
, 1930 


| 
| 





Decree 
entered 


Nov. 


Feb. 
Feb. 


Mar, 


Dec. 
Dec. 
May 


Sept. 


June 


Mar. 


June 


June 


Oct. 


Feb. 
Jan, 


Apr. 


Mar. 


June 
July 
May 
Aug. 


Dec. 
May 
Dee. 
May 


May 


Mar. 


Jan. 


Feb. 


| Apr. 


Aug. 
Oct. 


Nov. 


Dec. 


(Sept. 
\ Mar. 
May 


June 
May 
Aug. 
Jan. 

Feb. 
Apr. 


Dec. 


Jan. 
Feb. 


Mar. 


Apr. 
Dec. 


Nov. - 





14, 
28, 


20, 
27, 


15, 
5, 


1921 
1923 
1922 


1922 | 


1922 
1922 


1925 
1926 


27, 1926 


18, 
21, 
4, 


15, 


3, 


25, 
15, 


3, 
4, 
2, 
, 1926 
12, 
12, 


2 
“ 


9, 
4, 
30, 
12, 


27, 
22, 


11, 


on 


aly 


13, 
4, 1927 
4, 

4, 1927 


en cilia 


gogo nig ow S 


1925 
1925 
1926 


, 1925 


1927 


1930 
1926 
1926 
1926 
1926 


1926 
1926 


1926 
1927 
1926 
1927 


1927 
1927 


1958 


1929 | 


1927 


Further action 
| 


26, 
26, 


Modified to permit exchange of 
certain information, 1926, 

Modified to permit exchanges of 
certain information, 1928. 

Minor modifications, 1924 and 
1927 


Modified to permit exchange of 
certain information, 1928. 


Modified in view of changed con- 
ditions, 1933; also in 1934 to 
permit compliance with NRA 
Code; decree dissolved, 1939, 

Petition for suspension of decree 
in light of NRA dismissed. 





Order construing decree, 1927. 

Modified to permit compliance 
with NRA Code, 1933; also to 
permit defendants to take ad- 
vantage of Miller-Tydings 
amendment, 1937. 


Modified to permit compliance 
| with NRA Code, 1934. 





1927 | 


5, 1927 


1928 
1929 
1928 
1928 
1929 
1928 


1930 | 


), 1930 


, 1932 


26, 


30, 


21 


18, 
15, 
23, 
-, 1931 


1928 


Modified | to“ exclude Columbia 
| Picture Corp., 1932; contempt 
proceedings, 1938. 


1931 | 
21, 1929 


1929 
1931 
1929 


Supplemental decree, 1931. 








LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL’ BUSINESS 58 


Consent decrees entered under Federal antitrust law, July 1890 to 
September 1958—Continued 





Name of case 


U. S. v. Standard Oil Co. of California... 


U.'S. v. Foster & Kleiser Co....-------- 

US. v. Radio C ee of America... 

U.S. v. Painters’ trict Council No. 2, 
etc. 

U. S.v. A. B. C. Canning Co 

U. S. v. Wood Institute, Inc 


U. S. v. West Coast Theatres, Inc.....--- 

U. S. v. Bolt, Nut & Rivet Mfrs. Asso- 
ciation. 

U.S. v. International Business Machines 
Corp. (Court decree entered by con- 
sent against Remington Rand, Inc.) 

U. S. v. Corn Derivatives Institute 

U. S. v. For West Coast Theatres__.....- 

U. S. v. Millinery Quality Guild, Inc_--- 

U. S. v. National Retail Credit Associa- 
tion. 


U. S. v. Kansas City Ice Co 


U. S. v. Columbia Gas & Electric Corp-- 


U. S. v. Warner Bros. Pictures, Inc. ..-- 

U. S. v. Textile Refinishers Association, 
Inc. 

U. S. v. Ox Fibre Brush Co.......-...-. 

U. S. v. Chrysler Corporation, et al_....- 

U. 8S. v. Ford Motor Company, et al- 

U. S. v. Wine, Liquor & Distillery 
Workers Union, Local 20244, et al. 

U. S. v. Imperial Wood Stick Co., Inc., 
et al. 

U. S. v. Local 807 of International 
Brotherhood of Teamsters, Chauffeurs, 
Stablemen & Helpers of A merica. 

U. S. v. Voluntary Code of Heating 
Piping & Air Conditioning Industry 
for Allegheny County, Pa. 

U. S. v. Excavators Administratire Asso- 
ciation, Inc. 

U. S. v. Plumbing & Heating Industries 
Administrative Association, Inc. 

U. S. v. Union Painters Administrative 
Association. 

U. S. v. New Orleans Chapter, Associ- 
ated General Contractors of America. 
U. S. v. Half-Size Dress Guild, Inc 
. Party Dress Guild, Inc. _.----- 

’, Sheet Metal Association.- 

Es vy. Southern Pine Association. -- --- 

U. ‘Ss. v. National Association of Com- 
mission Lumber Salesmen. 

U. S. v. Engineering Survey & Audit Co. 

U. S. v. Western Pennsylvania Sand & 
Gravel Association. 

U. S. v. Marble Contractors Association. 

U. S. v. Mason Contractors Association 
of pare of Columbia. 

U. Pittsburgh Tile & Marble Con- 
inact Association. 

: Employing Plasterers Associa- 
tion of Allegheny County, Pa. 

U. 8S. v. National Container Association 

U. S. v. Underwood Elliott Fisher Co 

U. S. v. American Potash & Chemical 
Corp. 


< 


~ 
™ 

avarnie 

4da4 


U. S. v. Long Island Sand & Gravel | 


Producers Association. 

U. S. v. Tile Contractors Association 
of 2 _— 

U. S. v. Mosaic Tile Co-. 

U. 5 v. St. Louis Tile Contractors Asso- 
ciation. 

U. S. v. Bausch & Lomb Optical Co-_.-- 


U. S. v. Detroit Tile Contractors Asso- 
ciation. ; ; 
U. S. v. Stevenson, Jirdon & Harrison. .. 


Date insti- Decree 
tuted entered 


Further action 


Feb. 15,1930 | Sept. 15, 1930 
Apr. 20,1930 | Mar. 13, 1931 
May 13,1930 | Nov. 21, 1932 
June 10,1930 | Dec, 31, 1930 


June 12,1930 | Jan. 16,1931 
June 27,1930 | June 27, 1930 


Aug. 21,1930 | Aug. 21, 1930 
Mar. 17,1931 | Mar. 17, 1931 


Mar. 26,1932 | Jan. 29, 1936 
Apr. 6,1932 | Apr. 6, 1932 
Nov. 16, 19382 | Nov. 16, 1932 
Mar. 23,1933 | June 9, 1934 
June 12,1933 | Oct. 6, 1933 
June 45,1934 | June 5, 1934 
Mar. 6,1934 | Jan. 29, 1936 


Feb. 24,1936 | Apr. 30, 1936 
May 1,1936 | May 1,1936 


July 30,1937 | July 30, 1937 
Nov. 7,1938 | Nov. t. 1938 


Aare | Le Se” 
Nov. 9,1939 | Nov. ti 1939 
June 65,1939 | June 7, 1939 


July 17,1939 | July 17, 1939 
Dec. 8,1939 | Dec. 8, 1939 


Dec. 22,1939 | Dec. 22, 1939 
Beh 6 ccihahtonall 


Jan. 15,1940 | Jan. . 15, 1940 


Aug. 13,1940 | Jam. 27,1940 
Ang. 13, 1934 |..... | 
Feb. 5,1940 | Feb. 5, 1940 
Feb. 21,1940 | Feb. 21,1940 | 


aotis a bh neh eS As Eke 
1b ch. A 00... x28 
SIG. Bits ns Uiwiiée 


Feb. 29,1940 | Feb. 29, 1940 
Mar, 12,1940 | Mar. 12, 1940 


Feb. 29,1940 | Feb. 29, 1940 
Mar. 18,1940 | Mar. 18, 1940 
Aug. 9,1939 | Apr. 23, 1940 
July 28, 1939 |__...do-_ : 
May 15, 1940 May 21, 1940 
May 22, 1940 May 22, 1940 


June 10,1940 | June 10, 1940 





June 15,1940 | June 17, 1940 
July 1,1940| July 1,1940 


| July 81940} July 9, 1940 
July 9,1940 | July ae 





Aug. 22,1940 | Aug. 22, 1940 | 





Modified to permit compliance 
with NRA Code, 1933. 


Modified, 1935. 


Modified to permit ae 
with NRA Code, 1 


Contempt pooctedicgi 1939. 


Contempt Preto Pie rr 1 
guilty and fines totaling $4. 


1936. 
Supplemental decree canceling 
certain contracts, 1934. 


Government motion to vacate 
decree, May 1939. 


Nov. 19, 1941; decree modified. 

One defendant did not sign 
decree. 

Modified Oct. 3, 1941. 


| 
i 
| 
\ 
q 
| 
{ 
| 
| 








| 
i 
| 
| 
| 


54 LAW ENFORCEMENT ACTIVITIES AFFECTING SMALL BUSINESS 


Consent decrees entered under Federal antitrust law, July 1890 to 
September 1958—Continued 


Name of case 


. S. v. Kraft Paper Association - .----- 
. S. v. Borden Co_...- 

S. v. Southern California “Marble 
Association. 
. S. v. Paramount Pictures _.-__--_- 
. S. v. Arthur Morgan Trucking Com- 


ny. 
St v. Balaban & Katz Corp-..------- 


U. 8S. v. Electrical Solderless Service Con- 
nector Institute. 
U. S. v. Broadcast Music..........---.-- 


U. S. v. Institute of Carpet Mfogrs. of 
America. 

U. S. v. Western Pine Association. _--- 

U. S. v. Harbor District Lumber Dealers 
Association. 

U. S. v. E. L. Bruce 

U. S. v. American Society of Composers, 
Authors & Publishers. 

U. S. v. West Coast Lumbermen’s Asso- 
ciation. 

U. S. v. Associated Marble Companies_.. 

U. S. v. National Lumber Mfors. Asso- 


ciation. 

U. S. v. Allied Chemical & Dye Cor : 

U. S. v. Heating, Piping & Air Con- 
ditioning Contractors Association of 
Southern California. 

7 S. v. Association of American Rail- 


oads. 

uv. S. v. Harbor Dist. Chapter Nat'l. 
Electric Contractors Association. 

U. S. v. Santa Barbara County Chapter 
Nat'l. Electrical Contractors Associa- 
tion. 

U. S. v. Battery Separator Mfgrs. Asso- 
ciation. 


U. S. v. Alba ene Company -- 


a S85 


SS, 


U. S. v. wes mes ee te Meee 
U. S. Vv. rogen Products 
p. 
U. S. v. San Pedro Fish Exchange... --. 
U. S. v. California Rice Industry-.----~- 
U. S. v. Monterey Sardine Industries __- 
U. S. v. Retail Lumbermen’s Association. 
U. 8S. v. W. C. Bell Services, Inc... --.- 
U. S. v. Mass. Food Cowncil.........--- 
U. S. v. Connecticut Food Cowncil_-_-..- 
U. S. v. Maine Food Cowncil_........--- 
U. &. v. Schering Corp.... ......--...<.- 
U. S. v. Swiss Bank Corp._._-.-- 
U. S. v. Rhode Island Food Council. ___- 
U. S. v. Nat’l Retail Lumber Dealers 
Association. 
. 8S. v. Whitehead Bros. Company. ..-..- 


. v. Brooker Engineering smeree hone 
. v. Ideal Cement Company.._.-.-.-- 
FF wierd Chemical ie ustries__. 
Wholesale Wastepaper Company. 
. Standard Oil Company (New 


. General Electric Co. (1364) ...... 


_SSSSSS 
MY mA tntnint 
oe 
aot a 


v. Aluminum Co. of America_..... 
. S. v. Retail Furniture Dealers Assn. 

Southern California. 

. S. v. Southern California Gas Com- 


Washington ae Grocers. . 

. Climar Molydinum Co. ....--. 

Washington Wholesale Tobacco 
indy Distributors. 

Sperry | Corporation............. 

Lithograph Co........-- 

eae bees of Los An- 


qa a 
nD 


x 


minnie 
4 * 


asa as 


geles. 





Date insti- 
tuted 


Feb. 6, 1941 
Feb. 14, 1941 


Apr. 16, 1941 


Apr. 28, 1941 
May 6, 1941 


May 29, 1941 
July 10, 1941 
Oct. 25, 1939 
Aug. 4, 1941 


Aug. 11, 1941 


Aug. 22, 1941 
Sept. 5, 1941 
ee. sul 


a ead iicdinnewsthaee 


Sept. 15, 1941 
Oct. 4,1941 
Oct. 6,1941 
Oct. 24, 1941 
Oct. 27, 1941 
Nov. 1, 1941 
Nov. 3, 1941 
Dee. 17, 1941 


“Dee. “6, 1941 
Jan. 3, 1942 


Jan. 7,1942 
Sn cciail ee. a ; 
Feb, 12, 1942 
Feb. 17, 1942 
Feb. 19, 1942 
Mar, 25, 1942 


Jan. 27,1941 
Apr. 15, 1942 
May 7, 1942 
st5@0...0455 
July 1,1942 
Aug. 19, 1942 
Aug. 24, 1942 
Sept. 1, 1942 


Sept. 14, 1942 
Nov. 2, 1942 


Decree 
entered 


Further action 


Sept. 10, 1940 
Sept. 16, 1940 
Nov. 12, 1940 


Nov. 20, 1940 
Dec. 3, 1940 


Dec. 10, 1940 
Jan. 4,1941 
Feb. 3, 1941 
Feb. 6, 1941 


Feb. 6, 1941 
Feb. 14, 1941 


es. | Bie Te 
Mar. 4, 1941 
Apr. 16, 1941 


Apr. 28, 1941 
May 6, 1941 


May 29, 1941 
July 10, 1941 


July 18, 1941 
Aug. 4, 1941 
4 aaa sae 


Aug. 11, 1941 


Aug. 22, 1941 
Sept. 5, 1941 
ate ac cami 
Ssionswak 


Sept. 15, 1941 
Oct. 4, 1941 
Oct. 6,1941 
Oct. 24, 1941 
Oct. 27, 1941 
Nov. 3, 1941 
Nov. 5, 1941 
Dee. 19, 1941 
Dee. 17, 1941 


“Dec. 19, 1941 
Jan. 3, 1942 


Jan. 7,1942 
ie ost delhi 
Feb. 12, 1942 
Feb. 18, 1942 


Feb, 19, 1942 
Mar. 25, 1942 


Apr. 10, 1942 


Apr. 15, 1942 
ay 7, 1942 


Aug. 10, 1942 
Aug. 21, 1942 
Aug. 24, 1942 


Sept. 1, 1942 
Sept. 14, 1942 
Nov. 2,1942 


13 defendants signed decree. 


Modification of consent decree 
entered; originated Apr. 6, 1932. 


Amended decree filed May 14, 
1941, 


1 defendant did not sign decree. 


1 defendant did not sign decree. 


Decree amended June 1944. 


1 defendant did not sign. 


Apr. 7, 1943, supplemental judg- 
ment, 

Decree signed by 1 defendant 
(Westinghouse). 


2 defendants did not sign decree. 
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Consent decrees entered under Federal antitrust law, July 1890 to 
September 1958—Continued 





Name of case Date insti- Decree Further action | 
tuted entered 
U. S. v. Seattle Fish Exchange-_-.--....--- Nov. 10, 1942 | Nov. 10, 1942 
U. 8. ¥. AQue Beis on iciutbtiediedtihdesd 9D. oii site ns OOvccan.- DOG mes defend- { 
ants decree. \ 
i v. California Fruit Growers Ez- | Nov. 16,1942 | Nov. 19, 1942 
ange. 4 
U. S. v. American Busch Corporation...| Dec. 29,1942 | Dec 29, 1942 
U.S. v. Aerofin Corp. et al_.........--.- Mar. 5,1943 | Mar. 5, 1943 
U. S. v. Columbia Gas & Electric Cor- | Oct. 30, 1935 | Mar. 29,1943 | Supplemental decree original 
poration. led Jan. 29, 1936. 
am. Cb PUMIOE cattienceacatencceas Feb. 2,1942 | Apr. 14,1943 ey Oct. 11, 1943, and Dec. 
, 
U. S. v. National Unit Distributors__.... Nov. 5,1943 | Nov. 5, 1943 
U. S. v. Solvay Process Company .....-.. June 24,1942 | Mar. 14, 1944 
U. 8. v. Rail Joint Company-._..-..--.-- Dec. 21,1943 | Sept. 20, 1944 | 2 defendants did not sign decree 
U. S. v. Growers Finance Corp..-.-...--.- Mar. 2,1945 | Mar. 2, 1945 
U.S. v. Market Truckmen’s Association.| Apr. 19,1945 | Apr. 19, 1945 
U. S. v. U. 8S, Machine Corporation ....- ay 3, 1945 ay 3, 1945 
U. S. v. Borax Consolidated. ._.......... Sept. 14,1944 | Aug. 16, 1945 
U, S. v. Merck & Company.-_.......-.-.- Oct. 28,1943 | Oct. 6, 1045 
U. S. v. Allied Van Lines.......--..---. Jan. 11,1944 | Dec. 28, 1945 
U. S. vy. Auditorium Conditioning Cor- | Aug. 19, 1943 |_...- ccna 
poration. 
U. 8. v. Bendix Aviation Corp__.....---- Nov. 19, 1942 | Feb. 13, 1946 


U.S. v. General Electric Co., Civil 1364, | Dec. 9,1942 | Mar. 7,1946 | Decree signed by 1 defendant 


Civil 2590. (Corning Glass Works). 
U. S. v. Diamond Match Company..-...- May 1,1944/| Mar. 19, 1946 | 4 = did not sign consent 
ecree. 
U. S. v. Western Precipitation.........-.- Aug. 14,1945 | Apr. 11, 1946 


Consent decrees entered under Federal antitrust law, August 1945 to Sept. 30, 1958 


Blue- Date 
= Title of case instituted |Decree entered Further action 
NO, 


|_| 


834 os, . v. Electrical Apparatus Export | Oct. 9, 1945 | Mar. 12, 1947 


pe. 

835 vu’ . Pacific Greyhound Lines __.-- Oct. 24,1945 | Sept. 25, 1947 

837 u s v. Scophony Corporation of | Dec. 18,1945 | Jan. 12, 1949 

merica. 

839 | U.S. v. Liquidometer en Bs sod Jan. 17,1946 | June 15, 1951 

840 | U. S. v. Milk Haulers Dairy | Feb. 19,1946 | June 29, 1951 
Workers Union, Local 16." 

842 | U.S. v. Timkin-Detroit Azle Co__....- Mar. 25, 1946 | Aug. 18, 1947 

845 | U. S. * Owens-Illinois Glass Co-_.------ Apr. 17, 1946 | Sept. 18, 1946 

848 | U. S. v. White Cap Company_____.---- ay 14,1946 | June 17, 1948 

849 | U. 3. v. The International Nickel May 16,1946 | July 2, 1948 
Co. of Canada, Ltd. 

850 | U.S. v. American Lecithin Co_........| June 24, 1946 | Feb. 17, 1947 

854 | U. S. = Automatic Sprinkler Co. of | July 11,1946 | Feb. 20, 1948 
America. 

857 | U. S.v. A.B. Dick & Company._...-- July 22,1946 | Mar. 25, 1948 

858 | U. S. v. American Optical Co____--.--- July 23,1946 | May 16, 1951 

859 | U.S. v. Bausch & Lomb Optical Com- |.-.-- Wy  dkchione (EVE 

any. 
861 | U. S. v. Patent Button Company... .-.--- July 30,1946 | June 26, 1947 


862 | U.S. v. Universal Button Fastening & | July 29,1946 | May 7, 1948 
Button Company. 

863 | U.S. v. Scovill Manufacturing Co-_-...|....- ee Feb. 17, 1948 

864 | U. S. v. The Standard Register Co July 30,1946 | Dee. 13, 1949 

866 | U.S. v. SKF Industries, Inc. -.--- July 31,1946 | Sept. 29, 1950 






867 | U. S. v. Norma- Hoffman Bearings ...-.d0........} June 26, 1953 
Corporation. 
868 | C 8 > = Mortgage Conference of | Aug. 6,1946 | June 16, 1948 
w Yor 
871 o S. v. Continental Can Company, | Aug. 27,1946 | June 26, 1950 renee amended Mar. 
ne. , 
872 | U.S. v. Boston Market Terminal Com- | Oct. 15,1946 | Oct. 8, 1951 Judgment modified Oct.f1, 
v. . 
874 vs. v. Gamewell Company.......-.--- Nov. 14, 1946 | Mar. 22, 1948 


876 | U. S. v. Wallace & Tiernan Co., Inc..| Nov. 18,1946 | July 26, 1954 
877 | U.S. v. ane Coast Transportation Nov. 20, 1946 | Aug. 11, 1947 





Compa 

ss1 | U.S.v. Bene Home Appliances, Inc. | Dec. 13,1946 | Dec. 17,1948 
& pe 9 

882 U.S. . National Acme Company -.-.-- Jan. 2,1947 | Dec. 15, 1947 


885 | U.S. v. Phillips Screw Company..---.. Jan. 16,1947 | Mar. 28, 1949 
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Consent decrees entered under Federal antitrust Law, August 1945 to Sept. 30, 
1958—Continued 


Blue 


book 


No. 





886 
889 


896 


898 
904 


905 
910 


913 
916 
923 


924 
925 
926 


929 
930 


933 


937 
946 


948 
950 
952 
954 
960 
962 
963 


964 
967 
969 


974 
980 
982 
986 


990 | 





992 | 


997 
998 
1002 
1003 
1004 


1005 
1011 


1013 
1014 


1017 
1021 


Tite of case 


Date 
instituted 





U. S. v. General Cable Corp 

U.S. v. Grinding Wheel Manufacturers 
Ass’n. 

U.S. v. American Society of Composers, 
Authors & Publishers. 

U. S. v. Technicolor, Inc. ..- 

U. S. v. Owens- Corning Fiberglas 
Corporation. 


U. S. 
U. 


v. Textile Machine Works 


U. S. v. Abrasive Grain Ass’n, et al_..- 
U. S. v. General Electric Co 
U. S. v. The 
Company. 
U.S. v. Uhleman Optical Co. of Mlinois-. 
U. S.v. N. P. Benson Optical Co__..--. 
U. S. v. The House of Vision—Belgard- 
Spero, Inc. 
U.S. v. The Wall Paper Institute 


White-Haines Optical 


tion. 


U.S. 
change. 

U.S. v. Decca Records, Inc... 

U. S.v. 
& Ess Company. 


v. H. P. Hood & Sons, Inc., et al_. 
v. Mar Gerber, et al.........---.-- 
}. v. Briggs Manufacturing Co 


. S. v. General Electric Co., et al 

v. Rohm & Haas Company 

. S. v. New York Trap Rock 

poration. 

U. S. v. Republic Steel Corp. 

U. S. v. United States Pubber Co... -.. 

U. S. v. Inter-Island Steam Navigation 
Co., Ltd. 

U. S. v. Western Electric Co., & 
American Tel. & Tel. Co. 

U. S. v. Minnesota Mining & Manu- 
facturing Co. 


Cor- 


Inc., 


y 


U. S. v. Sand Spun Patents Corp~ 

U. S. v. Harry A. Dubroy 

U. S. v. Austenal Laboratories, Inc 

U. S. v. Mager & Cougelman, Inc 

U. S. v. The New York Great Atlantic 


& Pacific Tea Co., Inc. 
U. S. v. Northern Calif. 
Heating Wholesalers . 
U. S. Vv. 
48 ution. 


Plumbing & 
isa’n. 


S. v. Bendix Aviation Corp., et al...| 


| 
v. Boston Fruit & Produce Ex- | 


New Wrinkle, Inc. & The Kay | 


v. John B. Reeves & Son, et al....-| 


Food Machinery & Chemical 








} 


| Dee. 
| Dee. 


| 


U. Celanese Corp. of America 

U. yoo F. Stern, et al Ed 

U. e “y Morton Gregory Corp c 

i v. Scott & Williams, Inc. & 
Raly oh FE. Thompson. 

U~. 8. ¥- The Davis Company 

U.S National Ass'n cf Vertical Tur- 
"Toy Pum p Manufacturers. 

U. S. Vv. iss’ n of American Battery 
Manufact rers. | 

U. S. v. Parke, Davis & Co., & Eli 
Lilly & Co. 

U.S. v. New Orleans Ice De inery Corp 

U. S. v. Crescent Amusement Co 


| Nov. 
Nov. 


| June 
| June 
| Sept. 


Jan. 
Mar. 26, 1947 


June 23, 1947 


Aug. 
Sept. 


18, 1947 
10, 1947 


Oct. 
Dee. 


20, 1947 
9, 1947 


. 16,1947 
13, 1948 
4, 1948 


| June 18, 1948 
U. S. v. The Liquid Carbonic Corpora- | 


June 24, 1948 


July 21,1948 


Aug. 
Sept. 


3, 1948 


27, 1948 
15, 1948 


Sept. 
Oct. 


20, 1948 
. 12, 1948 
18, 1948 
19, 1948 


Nov. 
Dec. 
Dec. 


30, 1948 
16, 1948 
17, 1948 


Jan. 14, 1949 


Jan. 28,1949 


Feb. 
May 


16, 1949 
31, 1949 


23, 1949 
15, 1949 


Sept. 27, 1949 
Nov. 
5, 1949 


Dec. 
Dec. 


19, 1949 
28, 1949 


..do 
Jan. 


Feb. 6, 1950 
Feb. 


Apr. 
Apr. 


28, 1950 


21, 1948 


10, 1949 | 


21, 1949 | 


16, 1949 | 


26, 1950 | 


| 
30, 1947 





9, 1950 | 


4, 1950 | 


Decree entered 


Aug. 25, 1948 
Nov. 19, 1947 


Mar. 


Feb. 
June 


28, 1950 
23, 1949 


Oct. 
Dec. 


9, 1950 
22, 1948 


Nov. 
Nov. 
June 


18, 1948 
4, 1949 
22, 1951 


May 


16, 1951 


8, 1950 
7, 1952 


June 
Mar. 


Dec. 21, 1949 


Dec. 
July 


10, 1952 
22, 1955 


Dec. 
May 
Nov. 
May 
May 
Nov. 
May 


21, 1952 
4, 1951 
3, 1953 

29, 1950 

27, 1952 

18, 1948 

25, 1951 


15, 1953 
28, 1954 
11, 1951 


June 
May 
Jan. 


Jan. 24, 1956 


Nov. 6,1950 


July 
Oct. 
June 
Feb. 
Jan. 


22, 1949 

5, 1953 
29, 1951 
15, 1952 
19, 1954 


Aug. 27, 1953 


Aug. 9, 1954 
Mar. 
July 
Jan. 
Apr. 


31, 1954 
16, 1952 
3, 1951 
30, 1954 


Dec. 
June 


23, 1952 
30, 1954 
Dec. 
Sept. 6, 1951 


Mar. 
Apr. 


26, 1952 
28, 1954 


14, 1950 | 


10, 1953 


Further action 


On Dec. 21, 1951, judgment 
modified; orders supple- 
menting, Nov. 24, 1952 
and Sept. 26, 1956. 


On Oct. 7, 1953, 2 consent 
judgments entered 


against Bendix group 
and Wagner Electric 
Corp. 


On Oct, 24 1955, Supreme 
Court remanded case for 
modification of consent 
decree. 


Against The Kay & Ess 
o., and on Oct. 27, 1955, 


a similar judgment 
against New Wrinkle, 
Inc. 


Consent decree as to count 
1 entered after litigation 
over count 2 on Sept. 13, 
1950. 
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Consent decrees entered under Federal antitrust law, August 1945 to Sept. 30, 
1958—Continued 








Blue- Date 
oy Tite of case instituted | Decree entered Further action 
0. 








1027 | U. S. v. Reno Merchant Plumbing & | June 5, 1950 | Nov. 17, 1952 


Heating Contractors, Inc. 


1040 | U. S. v. Servel, Inc.........-.-.------- June 12,1950 | Jan. 18,1954 
1048 | U.S. v. Eastern Electrical Wholesalers | June 23, 1950 | Oct. 17, 1950 
Ass'n. { 
1049 | U.S. v. United Engineering & Foundry | June 26,1950 | Dec. 3, 1952 \ 
Company. 


1051 | U. S. v. L. A. Young Spring & Wire | June 27,1950 | June 26, 1951 


Corp. 
1052 | U. S. v. Central Coat, Apron & Linen | June 28, 1950 


Dee. 16, 1952 
Service, Inc. 


1053 | U. S. v. Switzer Brothers, Inc....-- Retain Oct. 22, 1953 

1056 | U. S. v. National Automotive Parts | June 30,1950 | May 6, 1954 
Asa’n. 

1057 | U. S. v. Outdoor Advertising Ass’n of |.....do--.-.. Sept. 9, 1952 
America, Inc. 

1058 | U. S. v. General Outdoor Advertising |.....do_..... Oct. 21, 1955 
Co., Ine 


1060 | U.S. v. National Ass’n of Leather Glove July 7,1950 | Nov. 23,1953 | Case finally terminated 


Manufacturers, Inc. Dec. | 16, 1954. 
1061 | U.S. v. The Ass’n of Knitted Glove & |... Btincwiiit Dec. 23, 1953 
| Mitten Manufacturers, Inc. 
1064 | U. S. v. Savannah Cotton & Naval | Oct. 11,1950 | Oct. 18, 1951 
| Stores Exchange, Inc. 
1072 | U. S. v. Pittsburgh Crushed Steel | Apr. 3,1951 | Nov. 13, 1954 
| Company. 
1073 | U. S. v. Kobe, Inc... Apr. 10,1951 | Apr. 7, 1955 
1074 | U. S. v. Investors Diversified Services, | Apr. 26,1951 | June 30, 1954 
Pe 
1075 | U. S. v. Luzene, Inc-_. .-.-| Apr. 27,1951 | July 30, 1952 
1076 | U. s. Vv. .. Boming Distributors Company. sede Wtaros<b. Oct. 27;1953 | On Oct. 29, 1955, order 
| denying Tractor Cab Co, 


for leave to intervene. 
1077 | U. S. v. Minneapolis Electrical Con- | Apr. 30, 1951 

tractors Ass’n. 

1078 * S. v. Cloak & Suit Trucking Ass’n, 
ne. 

1079 | U. S. v. Garment Truckman Ass’n of 
New Jersey, Inc. 


Sept. 26, 1953 
acell do........| Oct. 24, 1955 


1080 | U.S. v. Las Vegas Merchant Plumbers | May 7,1951 | Mar. 29, 1955 
Ass'n. 

1081 | U. S. v. Library Binding Institute___._- May 10,1951 | May 23, 1952 

1062 | U. S. v. R. Hee & Co., Imé....--.---. May 11,1951 | Dec. 6, 1955 

1085 | U. S. v. Telescope Carts, Inc....--.-.-- May 21,1951 | Sept. 24, 1953 

1087 | U. S. v. National Ass’n of Printers’ | May 24,1951 | June 2, 1953 
Rollers Manufacturers, Inc. 

1088 | U. S. v. The Mansfield Journal Com- | May 31, 1951 | Jam. 15, 1952 
pany. 

1091 | U. S. v. Kelsey-Hayes Wheel Co___.-.- June 19,1951 | July 1, 1955 

1092 | U. S. v. Roll Manufacturers Institute..| June 20,1951 | Aug. 4, 1955 

1093 | U. S. v. The Logan Company..........|.....do.......- June 7, 1956 

1096 YS vy Tobacco & Candy Jobbers |..... m0Gs.2 4. June 29, 1954 

ss’n, Inc. 


1097 | U. S. v. Watch Case Manufacturers | June 21, 1951 
Board of Trade, Inc. 


1100 | U. S. v. The Ohio Crankshaft Co., et al.| June 22, 1951 


Jan. 19, 1953 


Apr. 18,1956 | Consent judgment against 
The Muskegon Motor 
Specialties Co. only. 





1101 | U. S. v. General Mills, Inc., et al_....- June 26,1951 | Feb. 2,1955 | As to 7 defendants, and on 
July 19, 1955, consent 
| judgment as to 2 defend- 
| ants. 

1104 | U. S. v. The Blaw-Knor Co...........| June 27,1951 | May 10, 1954 

1105 | U. S. v. Western Newspapers Union__| June 29,1951 | Aug. 18, 1953 

1107 | U. S. v. Hunter- Douglas Corp___......|.....do_...--... June 30, 1954 

1108 | U.S. v. Allied Florists Ass’n of Illinois_|..--. a ieee Feb. 13,1953 | On June 3, 1954, the con- 
| = judgment was modi- 

1114 | U. v. National Electric Sign Ass’n, | Dec. 18,1951 | Apr. 5, 1954 
| et al. 

1115 | U. S. v. International Business Ma- | Jan. 21,1952 | Jan. 25, 1956 
i 


| chines Corp. 
1125 | U. - v. General Railway Signal Co.,| Apr. 9, 1952 
et al, 
1129 | U. S. v. Golden Gate Chapter, Nat. | May 6, 1952 
Electronic Distributors Ass’n. 
1133 | U. S. v. National Ice & Cold Storage | June 11, 1952 


Mar. 15, 1955 
June 28, 1954 


Jan. 14, 1954 
|  Co., et al. 
1136 | U. S. v. Diamond Dealers Club, Inc., | June 23,1952 | Feb. 28, 1955 
| eta 
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Blue- 
book 


No. 





1140 


1144 
1147 
1148 
1153 


1160 
1172 


1180 
1184 


1198 
1200 


1201 
1205 


1208 | 


1209 
1211 
1213 
1216 
1219 


1220 
1228 


1229 


1231 
1233 


1234 
1236 
1237 
1239 
1240 
1241 
1249 
1250 


1253 
1254 


1255 
1257 











Title of case 


Date 
instituted |Decree entered 





U. S. v. Twentieth Century-Fox Film 
Corp., et al. 


U. S. v. Shade Tobacco Growers Agri- | 


cultural Ass’n, Inc. 

U. S. v. Northland Milk & Ice Cream 
Co., et al. 

U.S. v. The Stationers Ass’n of South- 
ern California, Inc., et al. 

U. S. v. Detroit Sheet Metal & Roofing 
Contractors Ass’n, Inc. 

U. S. v. Michigan Tool Co., et al_._..-- 

U. S. v. Walton Hauling & Warehouse 
Corp., et al. 

U. S.v. R. L. Polk & Company-._.--- 

U. S. v. American Lead Pencil Co., 
et al. 

U. S. v. Empro Corporation. -_-......-.- 

U. S. v. Liberty National Life Insur- 
ance Company. 

U. S. v. Standard Uliramarine & Color 


Co., et al. 
U. S. v. Seafarers Sea Chest Corp., 
et al. 
U. S. v. Embroidery Cutters Ass’n, 


et al. 

U. 8S. v. Pleaters, Stitchers & Em- 
broiders Ass’n, Inc. 

U. S. v. Phileo Corporation._.... ee 

U. S. v. Eastman Kodak Company... 

U. S. v. Kosher Butchers’ Ass’n of Los 
Angeles, et al. 

U. S. v. Machine Chain Manufacturers 
Ass’n, et al. 

U. S. v. General Shoe Corp. .---..------ 

U. S. v. National Linen Service Corpo- 
ration. 

U. S. v. Hilton Hotels Corp., et al_....-. 

U. S. v. The American Monorail Co--- 

U.S.v. American Ass’n of Advertising 
Agencies, et al. 


U. S. v. American Linen Supply et al 

U. S. v. Chicago Towel Company--..--- 

U. S. v. Crown Zellerbach Corp. et al 

U. S. v. Garden State Retail Gasoline 
Dealers Ass'n, Inc., et al. 

U. . v. Lawrence Fuel Oil Institute, 
ét al. 

U. S. v. Aero Mayfiower Transit Co., 
Inc., et al. 

U. S. v. Lowell Fuel Oil Dealers Asso- 
ciates, Inc., et al. 

U. S. v. Ernest Lowenstein, Inc... 
Ernest Lowenstein. 

U. S. v. Minute Maid Corporation... 

U. S. v. Associated Nevada Dairymen, 
Inc., et al. 

U. S. v. Anderson Dairy, Inc.......... 

U. S. v. Fish Smokers Trade Council, 
Inc., et al. 





“May 
May 
May 
June 
June 
July 
July 
Sept. 


Sept. 


Sept. 


10, 1952 
24, 1952 
26, 1952 
19, 1953 


1, 1953 
15, 1953 


8, 1954 
26, 1954 


28, 1954 


> 29, 1954 


. 20, 1954 
. 11, 1954 | 
. 12, 1954 


. 15,1954 
. 21,1954 


1, 1955 


. 18, 1955 


. 29, 1955 
. 25, 1955 


. 27,1955 


5, 1955 


7 12,1955 


17, 1955 
18, 1955 
25, 1955 
21, 1955 
24, 1955 
1, 1955 
26, 1955 
7, 1955 
8, 1955 


28, 1955 


| July 22,1952 | Sept. 12, 1955 


May 10, 1954 
23, 1955 
15, 1954 

7, 1955 


28, 1956 
27, 1955 


16, 1955 
5, 1954 


28, 1954 
29, 1954 


28, 1954 
20, 1956 
Nov. 12, 1954 


June 
Jan. 
Mar. 


Feb. 
Apr. 


Mar. 
Feb, 


May 
June 


Oct. 
Mar. 


July 13, 1956 
Dee. 21, 1954 


Mar. 1, 1955 
Mar, 18, 1955 
Feb. 17, 1956 
June 28, 1956 
Feb. 6, 1956 
May 65,1955 
Feb, 1, 1955 


Nov. 19, 1956 


Sept. 19, 1956 
21, 1955 
Sept. 20, 1956 

1, 1955 
26, 1955 


7, 1955 
Oct. 18, 1955 


Feb. 20, 1956 
Mar, 28, 1956 


June 


July 
July 
Sept. 








Further action 


As to Republic Pictures 
Corp. and Republic Pro- 
ductions Inc.; on Sept. 
21, 1955, consent judg- 
ments as to Pictorial 
Films, Inc. and Films, 
Inec.; on Dee. 5, 1955, 
judgment for Twentieth 
Century-Fox Film 


Corp., Warner’ Bros. 
Pictures, Inc., RKO 
Radio Pictures, Ine., 


Columbia Pictures Corp. 
and Universal Pictures 
Co., Inc., was entered, 


As to American Ass’n of 
Advertising Agencies, 
Inc. On April 26, 1956 
a consent judgment en- 
tered as to the American 
Newspaper Publishers 
Ass’n, Inc. On May 22, 
1956, consent judgment 
entered as to 4 remaining 
defendants. 
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Blue- Date 

book Title of case instituted | Decree entered Further action 

No. 

1258 | U. S.v. American Steel Foundries, et al_| Sept. 30,1955 | Sept. 30, 1955 

1262 | U. S. v. Columbia Artists Manage- | Oct. 20,1955 | Oct. 20, 1955 
ment, Inc., et al. 

1280 | U.S. v. Meredith Publishing Co., et al_| May 11,1956 | May 15, 1956 

1282 | U. S. v. Florists’ Telegraph Delivery June 1,1956 | June 1, 1956 
Ass’n. 

1287 | U. S. v. Hien Fuel Oil Dealers’ | June 27,1956 | Sept. 18, 1956 
Ass'n, et al. 


1298 | U.S. v. National Electrical Contractors | July 13, 1956 


July 13,1956 | Consent judgment modi- 
Ass’n, N. J. Chap., Inc., et al. 


fied Oct. 26, 1956. 


1299 | U. S. v. International Cigar Ma- | July 25,1956 | July 25, 1956 
chinery Co., et al. 
1303 | U. S. v. National Wrestling Alliance...| Oct. 15,1956 | Oct. 15,1956 
1321 | U. S.v. The Rudolph Wurlitzer Com- | Feb. 28,1957 | Apr. 15, 1958 
pany. 
1324 | U. S. v. Concrete Form Ass’n of Cen- | Mar. 1,1957| May 5, 1958 
tral New England. 
1329 | U. S. v. Toy Guidance Council, Inc., | Mar. 27,1957 | Oct. 7, 1957 
et al. 
1347 | U. S. v. The Greyhound Corp...-.-.- June 27,1957 | June 27, 1957 
1348 | U. S. v. Necchi Sewing Machine Sales | June 28, 1957 | Feb. 14, 1958 
Corp., et al. 
1349 | U. S. v. New England Concrete Pipe |-_--_-- ae Dec. 12,1957 | Against 1 defendant only. 
Corp., et al. The case against remain- 


ing defendant deferred 
pending outcome of com- 
panion criminal case. 


1350 | U. S. v. AMI Incorporated___.__.---- -do....._..| June 28, 1957 

1351 | U. S. v. EKCO Products Co., et al_.... June 29, 1957 July 1, 1957 

1355 ve v. a County Beer Distributors Aug. 2,1957 | Apr. 25, 1958 

ss’n, et a 

1356 | U. S. v. Hughes Tool Co. (Inc.)--..---- <ilcieiamaaail Apr. 4, 1958 

1359 | U. S. v. Rockwood Sprinkler Co., et al- Sept. 10,1957 | May 9, 1958 

1361 | U.S. v. National Audio-Visual Ass’ nm, | Oct. 10,1957 | Oct. 10, 1957 
Inc., et al, 

1363 o> v. Maine Lobstermen’s Ass’n, et | Oct. 15,1957 | Aug. 5, 1958 

1367 | U. S. v. Combustion Engineering, Inc..| Nov. 1,1957 | Nov. 1,1957 

1376 | U. S. v. B. F. Goodrich Co., et al_.--- Mar, 31,1958 | Mar. 31, 1958 

1380 | U. S. v. N. Y. Pickle & Condiment | Apr. 18,1958 | July 17, 1958 
—_ Ass'n. Inc. 

1382 | U. S. v. The Greater New York Food |_....do........| June 13, 1958 
Mressinane Ass'n, Inc. 

1394 | U. S. v. American Body & Trailer, et | June 16,1958 | June 16, 1958 
al. 

1396 | U. S.v. American Type Founders Co., | June 20,1958 | June 20, 1958 
Inc. 

1397 7 v. Baton Rouge Insurance Ex- | June 27,1958 | June 27, 1958 
change. 


1412 a v. Lexington Tobacco Board of | Sept. 3,1958 | Sept. 3, 1958 


ade. 
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ApPpENDIx C 
Contempt Cases Fitep Since Juty 1, 1946 


United States v. National Cash Register Co., et al. (criminal and 
civil contempt). Petition for rule to show cause why defendant and 
three of its officers should not be found in criminal and civil contempt 
for violating 1916 decree filed January 8, 1947. Defendants entered 
pleas of nolo contendere and $25,000 in fines were imposed on January 
8, 1947. A consent judgment was also entered the same day. 

United States v. Univis Lens Co. and Roy Marks (criminal and civil 
contempt). Petition filed May 24, 1949, for an order to show cause 
why defendants should not be found in civil and criminal contempt 
for violation of a 1942 judgment. On February 10, 1950, the order 
to show cause was denied and petition of Government dismissed. 

United States v. The Gamewell Company (criminal and civil con- 
tempt). Petition was filed September 18, 1950, for order to show 
cause why respondents should not be found in criminal and civil 
contempt for violation of 1948 judgment. On January 25, 1951, the 
court found the defendants guilty of both criminal and civil contempt. 
The corporation was required to file evidence of purge in 40 days or 
pay $5,000 per day. Two individuals received the same order, except 
that the amount per day was $1,000. The corporation was fined 
$50,000 and the individuals were sentenced to 1 year in prison; sentence 
was suspended and defendants were placed on a 2-year probationary 
period. 

United States v. Crescent Amusement Co. (criminal contempt). Peti- 
tion filed May 10, 1950, alleging violation of 1943 judgment. Dis- 
missed on July 28, 1953. 

United States v. Crescent Amusement Co. (civil contempt). Petition 
for an order to show cause why Crescent should not be held in con- 
tempt for violating 1943 judgment, filed April 4, 1950. On April 28, 
1954, order entered revoking orders permitting construction of certain 
theaters, and, in effect, dismissing remainder of petition. 

United States v. Western Pennsylvania Sand and Gravel Assn., et al. 
(criminal and civil contempt). On April 20, 1953, civil and criminal 
contempt proceedings were initituted charging violation of a 1940 
judgment. On the civil side the court denied the Government’s 
motion for additional relief. The court accepted pleas of nolo con- 
tendere and imposed fines totaling $104,200. 

United States v. J. Myer Schine, et al. (criminal contempt). Criminal 
contempt proceedings were instituted on March 10, 1954, charging 
violation of a 1949 judgment. After trial the defendants were found 
guilty on December 27, 1956. Respondents have appealed. Total 
fines $73,000. Affirmed October 20, 1958 (CA. 2d). 

United States v. Schine Chain Theatres, et al. (civil contempt). 
Civil contempt proceedings were instituted on March 10, 1954, charg- 
ing violation of 1949 judgment. Preparing for trial. 

United States v. American Can Company (criminal contempt). On 
May 21, 1954, the Government petitioned for an order to show cause 
why respondent should not be held in criminal contempt for violating 
a 1950 judgment. On December 8, 1954, the court dismissed the 
proceeding. 

United States v. Associated Credit Bureaus of America (criminal 
contempt). On June 25, 1954, order issued that respondent show 
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cause why it should not be held in criminal contempt for violating 1953 
order amending 1933 judgment. On October 12, 1955, the court 
ae on the Government’s motion an order dismissing the pro- 
ceedin 

United States v. Milk Wagon Drivers’ Union Local 758, et al.(criminal 
and civil contempt). On Saly 30, 1954, civil and criminal contempt 
proceedings were filed charging violation of a 1940 judgment. Both 
actions dismissed by the court on June 1, 1955. 


AppeNDIx D 


Federal Trade Commission monopoly complaints issued, Jan. 1, 1957, through 
Sept. 30, 1958 


— Title Date issued Act 
0. 




















710 | Black Manufacturing Company - 
67 Haskins Canning Corporation. --..............--.-- 
6721 | Hamburg Brothers, Inc._._.................----.... 
67 Colonial Manufacturing Company, Inc., et al__.....|.....do__.....} Cl2 —_ 

6729 | Bell & Howell Company Feb. 20,1957 | FT 

6733 | Institutional Foods Company, Inc., et al--......--- Feb. 21,1957 | Cl2 Fie). 

6737 | Borden Company, et al__.......-..................- Mar. 8,1957 | Cl 2 (a). 

6743 | Grove Laboratories, Inc_-...............- Mar. 18,1957 | FTC and Cl 2 (a). 
6747 | Topps Chewing Gum, Inc Mar. 26, 1957 | C1 2(A, d). 


Jan. 11,1957 | Cl 2 (a, d). 
Feb. 5,1957 | Cl2(e). 
..-.d0.__....| Cl2(@). 


6748 | Philadelphia Chewing Gum Corporation. -.........}.-..- do__.....| Cl2 (a). 

ae” bo OE Te a eek ee do___._..} Cl2(a, bi d). 
750 | Philip Morris, Inc. -............--. .| Mar. 27, 1957 | C12(d 

6752 | Riviera Packing Company, et al a ..do Cl2 (e). 


6764 | Eis Automotive Corporation. --} J i 
6765 | Hunt-Marquardt, Inc., et al.............--...-....-]}.---- Abi citi Cl 2 (f). 
6768 | Amalgamated Sugar Company- Apr. 8, 1957 | Cl2 (a). 
6812 | Jabie Sales Company-----....-. June 3, 1957 | Cl2(e). 
6816 | Airtex Products, Inc. alike June 11, 1957 | Cl 2 (a). 
6820 | Automatic Canteen Company of America June 14, 1957 | C17. 
6826 | Union Carbide Corporation__...........-. July 8,1957 | C17. 
6830 | American Tobacco Compamny--.-..............-.-.-...|----. OGiii62i 3k Cl 2 (a). 
6833 | Ward Baking Company. ..................--.......|.s-.. OOsii0i.<s Cl 2 (d). 
6835 | International Shoe Company, et al_.............:--. July 9,1957 | FTC. 
6837 | Warehouse Distributors, Inc., et al...............-.- 
6848 | R. J. Reynolds Tobacco Company-...............-- 
6852 | National Sugar Refining Company 
OB77 | Allow V.. GamtiM, TG cscldn Msc nccccc ns cscienne 
6888 | Midwest Warehouse Distributors, Inc., et al 


Aug. 23, 1957 Cl2 (a). 
Sept. 17, 1957 | Cl 2 (f). 


6889 | Alhambra Motor Parts, et al_....................--.|-.--- a Cl 2 (f). 
CORD | ARE Biche ent cerca ncncnciscccucinedel do........| Cl2 (f). 
ee eee Sor do... Cl 2 (a). 


6892 | Schick aR et al Sept. 24, 1957 | FTC and Cl2 (a, d, e). 
6898 | Texas Compan Sept. 27,1957 | FTC =e Cl 2 (a). 
6900 | North Ameriean Philips Company, Inc.............|----. do.......| Cl2 (A, d 

6901 | Procter & Gamble Company Sept. 30, 1957 | Cl 7. 

6904 | American Packing Company, et al Oct. 7,1957 | Cl2(e). 


6905 | Farwest Fishermen, Inc., et al_................--..-|-.... do........| Cl2 (e). 
6906 | Queen Fisheries, Inc., et al......................-..-|---.- DPninvteitt Cl 2 (ec). 
6907 | Alaska Transportation Company, et al. ............|----- @o0ié.J3..2 Cl 2 (e). 
6908 | Brown & Williamson Tobacco Corporation. -.......|...--. do........| Cl 2 (d). 


Ae. OO EEO eee eee ee BBA Cl 2 (e). 

6915 | Socony Mobil Oil Company, Ime---................ Oct. 14,1957 | FTC. 

6919 | Dan Dee Pretzel & Potato Chip Company, et al...; Oct. 17,1957 | Cl 2 (a, d, e). 
6925 | Judson Dunaway Corporation Oct. 31,1957 | Cl3 and Cl 2 (d@). 
GRRS | Cemarall DE so cdstieditincs cc isesnanccens~snncalneasd 00.24 246<. Cl 3 and Cl 2 (d). 
6927 | Swanee Paper Corporation ...................-......|---.-- do........}| Cl 2 (d). 

0004 | Sum Of CommpOny,. £661 1s. wkd dde 62 --cncnsccnncccces Nov. 8, 1957 | FTC 

6942 | Pacific American Fisheries, Inc., et al Nov. 18, 1957 ~*~ 2 Le). 

6943 | Roberts Co., et al do 


6961 | Hafner Coffee Company-..-_............--..--------- Nov. 26, 1957 Pi ). 
6962 | Mytinger & Casselberry, Inc., et al...............--}..--- BOicnodwik Pro and Cl 3. 
6966 | Exquisite Form Brassiere, Inc. ...................-- Nov. 29, 1957 | Cl 2 (d, e). 
6967 | Psychological Corporation, et al_.................-- I dliaes Ciidsncens FTC. 
6969 | Coyner-Evans Company, Inc., et al. ._.....-.-..-.-- | Dee. 4,1957 | Cl 2 (ce). 
6973 | Grand Union Company. -........-..-...-----..---- | Dee. 5,1957 | FTC. 
6977 PSR Oe ig Feta Or Oi nk cterienctininnn cnmsincielainaida Dee. 12,1957 | Cl 2 (ce). 
OTD | Glare TOU, Bis OO Oia cs caieseccitinenncacsedbnnesinadee i dtikia~s Cl 2 (ec) 
ca gO aera ee Ses Cl 2 (e) 
6980 | McGovern & McGovern Sasi isco ieondiieanegndapilliacadaaaaiiaeal ee Cl 2 (ec). 
6981 | Salmon & Tuna Sales Company, et al. __.........--|-.-.- in <tiswae Cl 2 (e). 





a Rar es eR ised "Ee Cl 2 (e). 
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Federal Trade Commission monopoly complaints issued, Jan. 1, 1957, through 
Sept. 30. 1958—Continued 


Docket 
No. 


2 | Venus Foods, Inc.. 








| C. F. Buelow Company, et Re oe 


Title 


American 
et al. 
eee Sane Crees SO, a ace 
Consolidated Foods Corporation ..............---_. 
Stewart & Stevenson Services, Inc., et al 
Reynolds Metals Company--__--..-.--.--.---------- 
National Dairy Products Corporation. .........-.-- 
Ward’s Cove Packing Company, et al._---- 

py. te eer ae 
oP Maire 00. OC Oh 5. cic dicieciccn ns cusinewe 
Sandura Company__.....- scniadiesetasibaelaiads anion 
Sea a Seer 
Oxford Filing Supply Company, Ine 
Sees Woes er Vines 200. GPO. 2.1. oe ncncnn sees 
Ronson Corporation, Se eM. tau. J wa 
Pressman Toy Corp__-_-- « Soe 
Fred Bronner Corporation, et al. 
Empire Plastic Corporation 
March of Toys, Inc., et al d aa 
William Freihofer Baking Company, eet ge 
Gummed Industries Association, Inc., et al_-_- 
Moore Business Forms, Inc 
GT tk eT US ee Ne ee ee oaicbindane 
Whiz Fish Products Company, et al 
Maguire Industries, Inc_----_-- 
Admiral Corporation 1S aed 
Dresser Industries, Inc., et al_- 
National Lead Company 

F. A. Gosse Company, et al 
Snap-On Tools Corporation = 
Longines-W ittnauer W atch C ompany, Inc., etal. 
Keystone Manufacturing Company, Inc., et  Rwle | 
Trifari, Krusaman & Fischel, Inc., et al..........--- 
National Retailer-Owned Grocers, Inc., et al_..__-- 
MOrceen e., - Cc Sores ecco eece 
Bearings, Inc. (Delaware), et al._..........-----.---- 
International Milling Company ___---------------- 
Firestone Tire & Rubber Company---.....--------- 
Automotive Supply Company, et al_- 

Haines City Citrus Growers ‘Association, et al__ 
Chinook Packing Company - -- 
Westinghouse Electric Corpor ation, “et al_ 
Puget Sound Brokerage Co-_- 


National Retail Jewelers Association, 





Revlon, Inc., et al__.._--- 
Parks Canning Company, Inc., et al_..........-----| 
Independent Salmon Canneries, Inc., et al_._....._- | 
P. J. Burk Packing Co., Inc., et al 

Barbey Packing Corporation, et al 
E. H. Hamlin Associates _ 
Forester Mfg. Co., Inc:, et al... ......--..-.-....-- 
P. FE. Harris Company, Inc__- 
Nelbro Packing Company --_-- 
Point Adams Packing Co., et al 
American Cyanamid Company, et al__.------.----- | 


Hudson House, Inc., DEE Ci. .tconcacdnbeoncdbalit 
Tri-Valley Packing Associ ation, Ine 
Flotill Products, Inc., 
penne MI Be OS bo eS). ccc ccuscuccccescs 
Frito Company, et al_-_-- 


TEE uneebteppusnnanuncdieaes 


American National Growers Corporation, et al____-_-|- 


Market Forge Company----- 
Jantzen, Inc 
Emard Packing Co., Inc., et al 


| Mar. 


| Aug. 
| Aug. 


Date issued 


Act 


Dec. 13,1957 | FTC, 


Dec. 18, 1957 
Dec. 19, 1957 
Dec. 27, 1957 
Dee. _ 1957 


a, 1958 
14, 1958 
15, 1958 
16, 1958 
. 27,1958 
. a 1958 


. 3, 1958 
Mar. 13, 1958 


-do 
Mar. 20, 1958 


Apr. in 1958 


Apr. 16, 1958 
Apr. 22, 1958 
Apr. 29, 1958 
Apr. 30, 1958 
oe 7, 1958 


July 28, 1958 
21, 1958 
1, 1958 
Aug. 6, 1958 
Aug. 21, 1958 
Aug. 28, 1958 
Eel 
Sept. 4, 1958 
Sept. 11, 1958 





Alton Canning Company, Inc., et hic ponnnts an clitall 





Sept. 30, 1958 


Cl 2 (a). 

Cl7 

FTC. 

Cl7 

Cl2 (a, d). 

Cl 2 (ec) 

Cl 2 (a). 

Cl2(e). 

FTC, 

FTC. 

FTC and Cl 2 (a). 
FTC, Cl3 and Cl 2 (a). 
FTC and Cl 2 (a, d). 
Cl2 (a). 

Cl 2 (a). 

Cl2 (a). 

Cl2(f). 

a d). 

FT 

G12, (a). 

Cl 2 (a). 

Cl 2(c) 

FTC oa Cl 2 (a). 
Cl2 (a, d). 

FTC and Cl7. 
FTC and Cl7. 
Cl12(e). 

FTC. 

FTC and Cl2(d). 
FTC and Cl 2(d). 
FTO and Cl 2 (d). 


Cl 2 (a, ‘e). 

Cl 2 (ec). 

Cl 2 (ce). 
FTC 


Cl2 (e). 
Cl 2 (ce). 
Cl 2 (ec). 


-| C12 (e). 


Cl 2 (ec). 
Cl 2 (a). 
Cl 2 (e). 
Cl 2 (e). 
Cl 2 (e, d). 
FTC. 

Cl 2 (ec). 
Cl 2 (a, ¢). 
Cl 2 (a). 
Cl 2 (c, d). 
Cl 2 (d). 
Cl 2 (e). 
Cl 2 (e). 
Cl 2 (a). 
Cl 2 (d). 
Cl 2 (ec). 
Cl 2 (a). 
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APPE 


NpIx E 


Federal Trade Commission monopoly orders to cease and desist issued Jan. 1, 1957 
through Sept. 30, 1958 





6700 
6676 
6720 
6725 


6733 
6331 
6467 
6468 
6470 
6639 


6646 
6749 
6630 
6747 
6748 
6460 
6737 
5721 


6180 | 


6484 
6743 
6752 
6461 
6768 
6812 
6877 


6710 
6835 
6969 
6372 
6698 
6904 
6905 
6906 
6907 
5769 
6463 
6592 
6595 
659° 
6597 
6598 
6599 
6600 
6910 
6820 
6919 


6942 
7052 
6925 
6977 
6978 
6979 
6980 
6981 
6982 
7021 
7069 
6837 
6888 
6986 


6987 
7090 
7119 








| Leaf Brands, Inc 


| Allen V. Smith, Inc 
6490 | 


Stephen F. Whitman & Son, Inc___------ 

Simplicity Pattern ees Ine 

Otarion, Inc., et al- f 

Daniel H. Sobo, Ge fs . 

Bourlols, Iie.-....: ..-- ti --. 8 

Pittsburgh Plate Glass Company 

Florida Citrus Mutual, et al_--_- 

Chestnut Farms- -Chevy Chase “Dairy 
Company. 

Sealed Power Corporation_- 

Culligan, Inc.___- 

Libbey-Owens-Ford Glass Company-- 

International Paper Company - - 

Haskins Canning Corporation --. cae 

— Manufacturing Company, Inc., 
eta 

Institutional Foods ey Inc., et al- 

Anheuser-Busch, Inc... - - 

5, Eh, Fa ED Seen tn 54> teeta 

Pompeian Olive Oil Corporation 

McCormick & Company, Inc-__-_-_------- 

Arkansas City po raaaty Milk As- 
sociation, Inc., et al. 

Vendo Company 


Virginia Excelsior Mills, Inc., et al 
Topps Chewing Gum, Inc--_-.-....----. 
Philadelphia Chewing Gum Corporation 
Sweets Company of America, Inc 
Borden Company, et al_.....-.........-- 
Standard Motor Products, Inc 
Crown Zellerbach Corporation 
pe De Reco | 
Grove Laboratories, Inc_..........------- 
Riviera Packing Company, et al 
Reed Candy Company. .--.....-----..-..-- 
Amalgamated Sugar Company 
Jabie Sales Company 


Asheville Tobacco Board of Trade, Inc., 
et al. 
Black Manufacturing Company. 
International Shoe Company, et al 
Coyner-Evans Company, Inc., et al 
Southern Oxygen Company 
Shell Oil Company, et al__...........--.-. 
American Packing Company, et al 
Farwest Fishermen, Inc., et al_-_- 
Queen Fisheries, Inc., et ‘al 
Alaska Transport: ution Company, et al 
Federal-Mogul-Bower Bearings, Ine 
Crosse & Blackwell Company. 
Groveton Paper Company -_.--.---- 
Sunkist Growers, Inc_--.-...----- 
General Foods Corporation -- ~~ -__- 
Sunshine Biscuits, Inc. ........-...--- ; 
Piel Bros., Ine 
Hudson Pulp & Paper Corporation 
P. Lorillard Company 
FOCG Mets Ms, CC OF -pscccdcocncbanne 
Automatic C anteen Company of America 
Dan Dee Pretzel & Potato Chip Com- 
pany. 
Pacific American Fisheries, Inc., et al__ 
Oxford Filing Supply Company, Inc 
Judson Dunaway Corporation. -. 
Dehn & Co., Ine., et al 
Gavin Bros., Inc., et al - 
Walter P. Shiel & Co., et al_____- . 
McGovern & McGov ern teil 
Salmon & Tuna Sales Company, et al.. 
Ivar Wendt-. 
Ward’s Cove Packing ‘Company, etal 
Empire Plastic Corporation . 
Warehouse Distributors, Inc., et al 
Associated Mail Merchandisers. - -_-- 
American National Retail Jewelers As- 
sociation, et al. 
Guaranteed Parts Co., Inec.__..-.------ 
Maguire Industries, Ene... oid. 
Trifari, Krussman & Fishel, Inc., et i 


Type of 
order 


Consent _._- 
Contest--_- 
Consent____. 


ee, 


Ch desk ie: 


a 
Contest ____- 
Oe oa 
Consent... 


Contest. _..- 
Consent___-- 


do 

| Contest. 
.do 
do... 
do 

...d0 
_do si 
Bod 
do. 

Consent 

an 
.do 


..do 
do ‘ 
por 
..-.d0__ 
5. us 
re | See 
jhe 
Jee? 
do 
ibn 
...do ‘ 
..do__. 
do 
do 





a 








Date issued 


Jan. 
Mar. 
Mar. 


31, 1957 
13, 1957 
14, 1957 


13, 1957 


21, 1957 
. 10, 1957 
. 19, 1957 
- 20, 1957 
- 17, 1957 
4, 1957 


6, 1957 
> 13, 1957 


| May 20,1958 | 
8, 1958 | 


May 
May 
May 
May 
.do 
do 
.do 
_do_. 
May 
June 
June 


7, 1958 
8, 1958 
7, 1958 


23, 1958 
7, 1958 


June 
June 
July 
July 


12, 1958 
17, 1958 
24, 1958 

3, 1958 


July 7, 1958 
Aug. 14, 1958 
June 27,1958 
Sept. 24, 1958 


do... 


_| Sept. 11, 1958 


Sept. 23, 1958 


6, 1958 | 





Act 


FTC. 

Cl 2 (e). 

C13. 

Cl 2 (ec). 

Cl 2 (d). 

3 2 (a). 
TC. 


ol 2 (d). 


Cl 2 (a). 
C13. 
a ; (a). 


Cl 2 (c). 
Cl 2 (ce). 


Cl 2 (e). 
Cl 2 (a). 
Cl 2 (d). 
Cl 2 (d). 
Cl 2 (d). 
Cl 2 (a). 


Cl 7. 

Cl 2 (d). 
FTC. 

Cl 2 (a, d). 
Cl 2 (a). 
Cl 2 (d). 
Cl 2 (a). 
Cl 2 (a). 
Cl 7. 

Cl 2 (e). 
FTC and Cl 2 (a). 
Cl 2 (e). 
Cl 2 (d). 
Cl 2 (a). 
Cl 2 (ec). 
Cl 2 (a). 
FTC. 


Cl 2 (a, d). 
FTC. 


Cl 2 (ce). 
Cl 2 (a). 
Cl 2 (a, f). 
Cl 2 (ec). 
Cl 2 (ce). 


Cl 2 (d). 
Cl! 2 (d). 
Cl 2 (d). 
Cl 2 (d). 
Cl 2 (d). 
Cl 2 (d). 


Cl2 (a, d, e). 


Cl 2 (ce). 
Cl2 (a). 
Cl3 and Ci 2 (d). 
Cl2 (ec). 
Cl 2 (ce). 
C12 (ec). 
Cl 2 (e). 
C12 (ce). 
Cl 2 (e). 
Cl2 (ec). 
Cl 2 (a). 
Cl2 (f. 
FTC. 
FTC 
Cl 2 (a). 


FTC and Cl 2 (a). 
FTC and Cl 2 (d). 
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APPENDIX F 
FepERAL TRADE CoMMISSION 


ANTIMONOPOLY PENALTY CASES SINCE JANUARY 1, 1946 


Docket No. 
2565. National Electrical Manufacturers Association, et al.: 


5982. 


5933. 


4565. 


4565. 


Certified: July 27, 1945. 
Filed: September 26, 1945 (S. D. N. Y.). 
Judgment: April 25, 1946, $38,000. 


. Morton Salt Co. et al.: 


Certified: May 3, 1948. 
Filed: May 18, 1948 (N. D. Ill.). 
Judgment: January 1, 1951, Morton, $40,000; June 13, 
1951, International, $40,000; total, $80,000. 
(Brought under sec. 10, FTC Act, for failure to file special 
report). 
American Greeting Corp.: 
Certified: July 26, 1956. 
Filed: August 9, 1956 (N. D. Ohio). 
Pending. 
Duow, Inc.: 
Certified: November 14, 1956. 
Filed: January 10, 1956 (S. D. Fla.). 
Pending. 
Midwest Bottle Cap Co.: 
Certified: January 31, 1957. 
Filed: ——-——-—,, 1957 (N. D. IIl.). 
Judgment: April 2, 1958, $3,000. 
American Seal-Kap Corp. et al.: 
Certified: January 3, 1958. 
Filed: January 17, 1958 (N. D. N. Y.). 
Judgment: September 15, 1958, $12,000. 





ApPpENDIx G 


Unirep States DEPARTMENT OF AGRICULTURE 


List of Formal Administrative Cases Under Title III of the Packers and 


Stockyards Act 


CASES RELATING TO ANTITRUST OR RESTRICTION OF COMPETITION 


Docket No. 
2. In re Stewart, Carson, McCormack Co., et al., National Stock 


Yards, Illinois: 
Restriction of competition, boycott of dealers and order 
buyers. 
Cease and desist, April 15, 1922. 


39. In re Alexander, Conover and Martin Bros., et al., Kansas City, 


Mo.: 

Restriction of competition, boycott, market agents and 
dealers refused to do business with certain market 
agencies. 

Cease and desist, October 13, 1924. 
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Docket No. 


81. 


101 


136. 


189. 


299. 


330. 


362. 


363. 


364. 


365. 


366. 


721. 


In re Central Cooperative Comm. Assn., a corporation, South 
St. Paul, Minn.: 

Restriction of competition, boycott, refusal to do business 
with a market agency. 

Dismissed, October 17, 1925. 

In re Central Cooperative Comm. Assn., a corporation, South 
St. Paul, Minn.: 

Restriction of competition, boycott, refusal to do business 
with a market agency. 

Dismissed, October 17, 1925. 

In re American Livestock Commission Co. et al., Oklahoma 
City, Okla.: 

Restriction of competition, boycott, refusal to do business 
with market agencies. 

Cease and desist, March 31, 1926. 

In re Dunning and Stevens, Inc., et al., Buffalo, N. Y.: 

Restriction of competition, refusal to show and sell live- 
stock to all prospective bidders. 

Cease and desist, April 21, 1927; modified, December 7, 
1927; modified, January 9, 1932. 

In re Frank M. Huffaker, Jr., et al., Chicago, IIL: 

Restriction of .competition, boycott-refusal to do business 
with a dealer and certain other registrants. 

Dismissed, January 23, 1930. 

Alexander, Conover and Co., et al., National Stock Yards, 
Illinois: 

Restriction of competition, boycott, refusal to do business 
with order buyers and market agencies. 

Cease and desist, suspension, February 24, 1931; amended, 
February 26, 1931; amended, March 4, 1931; amended, 
March 11, 1931; amended, March 22, 1931. 

In re Willard Kissee et al., Springfield, Mo.: 
Restriction of competition, refusal to sell hogs to a dealer. 
Cease and desist, January 4, 1933. 

In re J. H. Gammon et al., Springfield, Mo.: 
Restriction of competition, refusal to sell hogs to a dealer. 
Cease and desist, January 4, 1933. 

In re J. C. Potts et al., Springfield, Mo.: 
Restriction of competition, refusal to sell hogs to a dealer. 
Cease and desist, January 4, 1933. 

In re W, L. Rush et al., Springfield, Mo.: 
Restriction of competition, refusal to sell hogs to a dealer. 
Cease and desist, January 4, 1933. 

In re George Robertson, Springfield, Mo.: 

Restriction of competition, refusal to sell hogs to a dealer. 

Cease and desist, January 4, 1933. 

In re Milwaukee Stock Yards Co., Milwaukee, Wis.: 

Restriction of competition, yard company contract re- 
quired market agencies not to handle livestock at, any 
place other than posted steckyards. 

Dismissed, May 6, 1937. 
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Docket No. 


728. In re The Livestock Marketing Assn., St. Paul, Minn.; In re 
The St. Paul Union Stock Yards Co., St. Paul, Minn.: 
Restriction of competition, rebates to truckers, respondent 
filed counter complaint that complainants and yard com- 
pany conspired and refused to provide stockyard facili- 
ties. 
Dismissed, September 14, 1937. 
832. In : Chicago Poultry Merchants Assn., a corporation, Chicago, 
IL.: 


Restriction of competition, price discrimination, non- 
members were required to pay 10 cents per 100 pounds 
additional for the unloading of truckloads of Seultry. 

Dismissed, September 24, 1937. 

956. In re Fort Worth Stock Yards Co., Fort Worth, Tex.: 

Restriction of competition, refusal to furnish stockyard 
facilities. 

Cease and desist, May 10, 1938. 

979. In re Peoria Union Stockyards Co., Peoria, IIl.: 

Restriction of competition, refusal to furnish stockyard 
facilities. 

Dismissed, April 18, 1938. 

1157 In re Fort Worth Stock Yards Co., Fort Worth, Tex.: 

Restriction of competition, refusal to furnish stockyard 
facilities. 

Dismissed, October 10, 1938. 

1477. In re Sioux City Stock Yards Co., Sioux City, Iowa: 

Restriction of competition, refusal to furnish stockyard 
facilities. 

Dismissed, September 2, 1943. 

1563. In re Globe Livestock Comm. Co., Omaha, Nebr.: 

Restriction of competition, selling hogs to a dealer without 
giving other buyers opportunity to bid on them. 

Cease and desist, June 20, 1944. 

1589. In re J. G. Rogers, Lexington, Ky.: 

Restriction of competition, attempting by threats to dis- 
continue patronage or otherwise influence weighing 
services. 

Cease and desist, February 19, 1944. 

1705. In re Fort Wayne Union Stockyards Oo., Inc., et al., Fort 
Wayne, Ind. 

Restriction of competition, refusal to furnish stockyard 
facilities, and services. 

Cease and desist, September 28, 1945. 

1807. In fe St. Louis National Stockyards Co., Naticnal Stock Yards, 
Illinois: 

Restriction of competition, discrimination in the allocation 
and distribution of cattle pen space. 

Dismissed, June 8, 1948. 

2031. In re Union Stockyards Co., of Fargo, West Fargo, N. Dak.: 

Restriction of competition, refusal to assign pen space. 

Cease and desist, June 2, 1954. 
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Docket No. 


2165. Berigan Bros. Livestock Comm. Co., et al., Omaha, Nebr.: 

Restriction of competition, turn system (flips of a coin 
among dealers to the exclusion of other prospective 
buyers). 

Cease and desist, June 18, 1957; appealed to United States 
Court of Appeals, Eighth Circuit; August 13, 1958, petition 
to vacate denied (257 F. 2d 192); stay order lifted; cease 
and desist order effective December 21, 1958. 

2176. In S Producers v. Denver Union Stock Yards Co., Denver, 
Colo.: 

Restriction of competition, contests the legality of a stock- 
yard regulation prohibiting market agencies from diverting 
livestock from this market which normally would come 
to this stockyard. 

Dismissed, June 18, 1956; United States Court of Appeals 
10th Circuit vacated and remanded order to judicial 
officer, February 15, 1957 (241 F. 2d 192); United States 
Supreme Court affirmed the decision of court of appeals, 
April 28, 1958 (356 U. S. 282). 

2188. Los Angeles Union Stock Yards, Los Angeles, Calif.: 

Restriction of competition, contests the legality of stock- 
yard rule 10 (c) which prohibits market agencies from 
diverting livestock from this market which normally 
would come to this stockyard. 

Dismissed, October 24, 1958. 

2199. In re Dan Clancy & Co., Cincinnati, Ohio: 

Restriction of competition, in the purchase of sows at the 
stockyard. 

Cease and desist, April 24, 1957, suspension 90 days. 

2212. In re: David J. Smith, et al., Chicago, IIL: 

Restriction of competition, purchase and sale of sheep with- 
out being offered to all prospective buyers. 

Dismissed, May. 27, 1958. 

2215. In re Edward C. Sullivan and Chicago Producers Comm. Assn., 
Chicago, IIL: 

Restriction of competition, purchase and sale of sheep 
without being offered to all prospective buyers. 

Dismissed, May 27, 1958. 

2216. In re William Sullivan et al., Chicago, IIl.: 
Restriction of competition, purchase and sale of sheep 
without being offered to all prospective buyers. 
Dismissed, May 27, 1958. 
. Inre H. J. O’Brien et al., Chicago, IIL: 
Restriction of competition, purchase and sale of sheep 
without being offered to all prospective buyers. 
Dismissed, May 27, 1958. 
2230. A. and B. Cattle Co., Kansas City, Mo.: 
Restriction of competition, turn system. 
Hearing held May 1958, pending. 
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Docket No. 


2260 


2276 


2302 


2304. 


2309. 


2313. 


2325. 


2362. 


2367. 


2368. 


. In re Charles Youngson, Minden, Nebr.: 

Restriction of competition, working arrangement between 
dealers and market agencies in connection with buying 
and selling of hogs. 

Cease and desist, November 17, 1958. 

. In re Belt Railroad and Stock Yards Co., Indianapolis, Inc.: 

Restriction of competition, contests the legality of stock- 
yards rule 14, which prohibits market agencies from 
diverting livestock from the market which normally 
would come to this stockyard. 

Dismissed, May 14, 1958. 

. Inre M. T. Weems, National Stock Yards, Illinois: 

Restriction of competition, working arrangements between 
market ‘agency and dealers in connection with buying 
and selling operations. 

Cease and desist, May 2, 1958. 

In re L. L. Schaffner et al., and Hatch Livestock Comm. Co., 
Chicago, IIl.: 

Restriction of competition; working arrangement between 
dealer, packer, buyer, and market agencies.in connection 
with buying and selling of cattle. 

Pending. 

In re Orville E. Madorin, d/b/a Madorin Cattle Co., National 
Stock Yards, Illinois: 

Restriction of competition, failure to conduct dealer 
operations in competition with and independently of 
packers. 

Cease and desist, May 26, 1958. 

In re Armstrong Cattle Co., Kenneth Evanoff, and Bennett 
Comm. Co., Inc., South St. Paul, Minn.: 

Restriction of competition, working arrangement between 
dealer, packer buyer and market agencies in connection 
with buying and selling of cattle. 

Cease and desist, November 12, 1958. 

In re Brooks and Company, Louisville, Ky.: 

Restriction of competition, failure to conduct dealer opera- 
tions in competition with and independently of packers. 

Cease and desist, July 8, 1958. 

In re Walter Klie, National Stock Yards, Illinois: 

Restriction of competition, working arrangement between 
dealer and market agencies in connection with buying 
and selling of calves. 

Cease and desist, August 11, 1958. 

In re Hog Commission Co., Inc., National Stock Yards, Illinois: 

Restriction of competition, working arrangement between 
market agency and dealer in connection with buying and 
selling of hogs. 

Cease and desist, August 6, 1958. 

In re Anthony Hegger, National Stock Yards, Illinois: 

Restriction of competition, working arrangement between 
dealer and market agency in connection with buying and 
selling of hogs. 

Cease and desist order, November 28, 1958, suspension 3 
weeks. 
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List of Formal Administrative Cases under Title V of the Packers 
and Stockyards Act 


CASES RELATING TO ANTITRUST OR RESTRICTION OF COMPETITION 


Docket No. 


854. In re Thomas Saracino & Co., a corporation, Chicago, IIl.: 

Restriction of competition, boycott, respondent persuaded 
certain members of the trade to do no business with a 
poultry licensee. 

Cease and desist, November 9, 1937. 

931. In re M. Richter Sons, Inc., Chicago, IIL: 

Restriction of competition, respondent refused to sell or 
deliver live poultry to a licensee. 

Dismissed, March 1, 1938. 

932. In re M. Zimmerman & Co., a corporation, Chicago, IIL: 

Restriction of competition, respondent refused to sell or 
deliver live poultry to a licensee. 

Dismissed, March 1, 1938. 

933. In re Ben Sonenblick, et al., partners d/b/a Sonenblick & Sha- 
piro, Chicago, IIL: 

Restriction of competition, respondent refused to sell or 
deliver live poultry to a licensee. 

Dismissed, February 12, 1938. 

1091. In re Goldie B. Polin, d/b/a Farmers Comm. Co., et al., Phila- 
delphia, Pa.: 

Restriction of competition, boycott, refusal to sell poultry 
to a certain licensee. 

Dismissed, cease and desist, June 20, 1938. 
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SELECT COMMITTEE ON SMALL BusINEss, 
House or REPRESENTATIVES, 
Washington, D. C., January 3, 1969. 
Hon. Rates R. Roserts, 
Clerk, House of Representatives, 
Washington, D. C. 

Dear Mr. Roserts: Herewith Interim Report of Subcommittee 
No. 2 of the Select Committee on Small Business entitled, “The 
Definition of ‘Small Business’ Within the Meaning of the Small 
Business Act of 1953 as Amended” which has been approved by the 
committee. 

Sincerely yours, 
Wricut PaTMAN, 
Chairman, Select Committee on Small Business. 
m1 











LETTER OF TRANSMITTAL 





Aveust 23, 1958. 
Hon. Wricut PAaTMAN, . 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. CuHarrMan: Transmitted herewith is an interim report 
of Subcommittee No. 2 on Government Procurement, Disposal, and 
Loan Activities pertaining to the problem of the “definition of small 
business.”’ 

This interim report has been approved unanimously by the members 
of Subcommittee No. 2. 

Sincerely yours, 
ABRAHAM J. MULTER, 
Chairman, Subcommittee No. 2 on Government Procurement, 
Disposal, and Loan Activities. 








Union Calendar No. 1145 


85TH CONGRESS } HOUSE OF REPRESENTATIVES REPORT 
2d Session No. 2715 





INTERIM REPORT ON “DEFINITION OF SMALL 
BUSINESS” BY SUBCOMMITTEE NO, 2 


JanuarY 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 


Mr. Parman, from the Select Committee on Small Business, sub- 
mitted the following 


REPORT 


[Pursuant to H. Res. 56, 85th Cong.] 


STATEMENT 


The House Small Business Committee, pursuant to House Resolu- 
tion 56 considered and agreed to by the Congress on January 31, 1957, 
authorized the committee— 


to conduct a study and investigation of the problems of all 
types of small business, existing, arising, or that may arise, 
with particular reference to (1) the factors which have impeded 
or may impede the normal Set growth, and development 
4 the potentialities of small business; (2) the administration of 

‘ederal laws relating specifically to small business to determine 
whether such laws adequately serve the needs of small business; 
(3) whether Governmental agencies adequately serve and give due 
consideration to the preliaige of small business * * *.” 
[Emphasis added.] 


The resolution further provides that the committee may from 
time to time submit to the House such preliminary reports as it 
deems advisable. 

Subcommittee No. 2, of which Hon. Abraham J. Multer is chair- 
man and Hon. Sidney R. Yates, Hon. Tom Steed, Hon. R. Walter 
Riehlman, and Hon. Horace Seely-Brown, Jr., are members, is 
charged with the responsibility of reviewing the operations of the 
Small Business Administration as well as Government procurement 
and other matters. 

Pursuant to that jurisdiction, the subcommittee held extensive 
hearings on the problems of the “definition of small business’? on 
May 27, June 3, 4, 10, 17, 18, and 25, 1958. (See exhibit 1 for the 
list of witnesses heard at the hearings.) 
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NEW PROPOSED DEFINITION 


The Small Business Administration, in compliance with the Small 
Business Act, proposed to issue a new definition of small business for 
procurement purposes based on a “commodity standard” and a special 
definition for small business in the petroleum industry and submitted 
these new definitions to Subcommittee No. 2 of the House Select Com- 
mittee on Small Business for the purpose of review and comment. 

Upon examination of the new proposed definitions, the subcom- 
mittee concluded that it was necessary and appropriate to hold 
hearings to determine— 

(a) whether these new definitions carried out the policy and 
intent of the Congress; 

(6) whether the new definitions would assist small business in 
securing a fair share of Government purchases; and 

(c) whether the new definitions were adequate and practical 
and could be effectively administered by all Government pro- 
curement agencies, 


PRIOR SUBCOMMITTEE HEARINGS 


Subcommittee No. 2 held hearings in 1956 on a proposed procure- 
ment definition issued by the Small Business Administration and based 
on those hearings issued a report (H. Rept. No. 2964, 84th Cong., 
2d sess.). The report, among other things, reviewed the official ex- 
pressions, historical background, and congressional intent concerning 
the meaning of the term “small business.”” The subcommittee found 


many expressions of congressional intent in many committee reports 
and legislative enactments. The committee, in its report, listed and 
commented upon these expressions of congressional purpose and 
policy. 

The subcommittee found that neither the piss definition of 


“small business’ nor the proposed definition of ‘‘small business’ as 
submitted by the Small Business Administration to this subcommittee 
had followed the policy and intent of the Congress as contained in 
the Small Business Act of 1953, as amended, since the definition was 
not based on industrial standards. The subcommittee then found 
that any definition of “‘small business’ formulated by the Small Busi- 
ness Administration should not be rigid, that it should be flexible and 
adaptable to the particular needs of each affected industry. 

It has been reaffirmed that the authority rests with the Adminis- 
trator’of the Small Business Administration to establish definitions of 
“small business” for all Government purposes. 

The subcommittee has unanimously agreed many times in the past 
that merely utilizing the number of employees is not a proper method 
for éstablishing the size standard for any business concern. 


HEARINGS ON OPERATION AND PROCEDURES OF SBA 


In 1957 upon the conclusion of hearings conducted by this sub- 
committee on the operation and procedures of the Small Business 
Administration, the subcommittee prepared and unanimously rec- 
ommended a bill which was introduced by 12 of the members of our 
full committee. It subsequently passed the House (H. R. 7963) by 
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a vote of 392 to 2 as reported by the House Banking and Currency 
Committee. The recommended bill contained language establish- 
ing criteria which clearly expressed the congressional intent in a 
manner which left no room for misinterpretation. 

The Senate struck out the language dealing with the additional 
criteria to be used in establishing a definition for small business. 

In view of the history of the long delay in establishing a proper 
definition, it was the subcommittee’s opinion that it was necessary to 
retain in the law the language which we had succeeded in having 
incorporated in the House version of the bill. Therefore, on June 28, 
1958, a unanimous statement was prepared by this subcommittee and 
transmitted to all interested parties. It was stated that: 


Subcommittee No. 2 of the House Small Business Com- 
mittee, * * * has been conducting a series of hearings on the 
“definition of small business.”’ 

H. R. 7963 was unanimously supported by the House 
Small Business Committee when it passed the House. The 
subcommittee is aware of the amendments to the House bill 
recommended by the Senate Banking and Currency Com- 
mittee. 

On June 25, 1958, Mr. Wendell B. Barnes, Administrator 
of the Small Business Administration, in testifying before the 
subcommittee indicated that he had no objection to the 
language of section 3 (a) as passed by the House and made 
aa ee reference to that sentence which appears on page 3, 
ines 3 through 9, of H. R. 7963, which was struck by the 
Senate Banking and Currency Committee when it amended 
the House bill. 


Subcommittee No. 2, hearings, June 25, 1958 


During the interrogation of Mr. Barnes, the following colloquy 


on this point took place between the chairman of the subcommittee, 
Mr. Multer, and Mr. Barnes: 


Mr. Mutter. Would this be a fair summary of what you 
have been doing and what you intend to do from here in, 
under the existing statute—unless there is some change in 
the statute which would prohibit it—that ‘where the num- 
ber of employees is used as one of the criteria in making the 
definition for any of the purposes of the Small Business Act, 
the maximum number of employees which a small-business 
concern may have under the definition will vary from indus- 
try to industry to the extent necessary to reflect differing 
characteristics of each industry, and taking into proper 
account all the other relevant factors’? (P. 3, lines 3 
through 9, H. R. 7963.) 

Mr. Barnes. Yes, sir. That would be a proper definition, 
a proper statement of our intent, with the additional fact 
situation that we start with the 500-employee standard and 
the variations which we have already issued, already adopted, 
and permit self-certification under those standards unless a 
case arises in which we can have an opportunity to explore 
fully and try to come to a right decision. 
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Mr. Mutter. Are you convinced that working that way, 
there is no reason why the various procurement agencies of 
the United States Government can’t comply with and live 
under that kind of definition? 

Mr. Barnes. I believe they can. They have indicated 
that they prefer that method. That is the way they can 
get along best with the problems that come up under this 
type of work. 

* *” a * * 


Mr. Barngs. I have no objection to the language in that 
sentence on page 3 beginning at line 3 through line 9, It is 
section (b) that we believe would be inadvisable. 

Mr. Mutter. But you do—if we understand you cor- 
rectly—intend to do just that which is required by section (b) 
with all due expedition. Am I not right, sir? 

Mr. Barnes. Yes, sir. But this we think will take—this 
is not a matter of weeks or months. It is a longer time 
project, and we still have to work within the procedures that 
are gon within the procurement agencies and under 
which they can operate. 

Mr. Mutter. I am not trying to tie you down now—— 

* * * * * 


Mr. Mutter. And get you to commit yourself to do this 
within 60 days. Whatever our personal opinions may be as 
to whether or not you have had time to do this heretofore or 
not is beside the question * * *. But certainly the last 
sentence of subdivision (b), which begins at page 3, line 20: 
“Nothing in this subsection shall affect any small business 
certificate issued under this Act before the enactment of this 
subsection or restrict the authority of the Administrator to 
issue such certificates under section 8 (b) (6),”? would cer- 
tainly continue in you all the authority you now exercise. 

Mr. Barnss. Yes, sir. 

Mr. Mutter. Can the committee rely on the statement 
that if subdivision (b), the first sentence of subdivision (b) 
were eliminated or even if all of subdivision (b) were elimi- 
nated, you nevertheless would proceed with all due diligence 
and eee to try to work out for procurement purposes 
an industry-by-industry definition to the fullest extent 
possible? 

Mr. Barnes. Yes, sir. In the manner that I have 
described, we will, sir. 





The foregoing testimony indicates that the only objection by the 


Administrator to the language as it appears in section 3 (a) and (b) 
is the first sentence appearing in 3 (b). 
that the amendment as recommended by the Senate Banking and 


Currency Committee goes much further than necessary. 


Senate Banking and Currency report, S. 1714, June 16, 1958 


In Report 1714 of the Senate Committee on Banking and Currency, 
which accompanied H. R. 7963, the Senate committee stated: 


In determining to amend the bill in this way the com- 
mittee was impressed by efforts which the Small Business 
Administration is now making to establish a flexible-size 





It therefore becomes apparent 
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standard for procurement purposes. In April 1955 an inter- 
agency task force began drafting a flexible-size standard to 
be used by all Federal agencies. This draft was completed 
in February 1958 and has been circulated among all Federal 
agencies concerned, In the meantime the Small Business 
Administration has adopted a policy which enables the 
Administrator to issue a small-business certificate to a con- 
cern, if he determines that such a business is “small’’ within 
the meaning of the act, even though this business may have 
employees in excess of 500. 


Senate report, S. 1714, accurately reflects the policy adopted by the 
Administrator in issuing certificates to business concerns identifyin 
them as small business pursuant to the Small Business Act as amende 
in 1955 by Public Law 268. 

Desirability of a flexible definition 

As you know, the 1955 amendment to section 212 (c) granted the 
Administrator power, and directed him whenever he deemed such 
action necessary, to determine within any industry the business con- 
cerns which had to be designated ‘‘small business concerns” and to 
issue a certificate when so requested. 

Section 213 (b) directed Government agencies to accept such 
small-business certificate as issued as conclusive evidence that the 
business concern is small. This is apart from and in addition to the 
requirement of promulgating an industry-by-industry definition. This 
combining authority will provide flexibility and will. eliminate the use 
of an arbitrary employee figure in arriving at a proper definition. 

It is the unanimous opinion of Subcommittee No. 2 that the lan- 
guage in section 3 (a) as it passed the House be retained. A com- 
modity or product standard will not provide the necessary flexibility 
as desired by the Congress. 

Officials of the various procurement agencies testified at our hearings 
that the proposed definition by commodities or products rather than 
by industries was unworkable. 

In order to be able to properly identify a small or large business 
concern, the Administrator, before establishing a definition, must 
objectively examine each industry and appraise its structure in order 
to determine whether or not a particular company is small or large 
in that industry. 

This subcommittee in its report, The Definition of “Small Business’’ 
Within the Meaning of the Small Business Act of 1953, as Amended 
(H. Rept. 2964, 84th Cong., 2d sess.), set forth the historical back- 
ground and congressional intent in connection with the establishment 
of a definition of small business. 

There is no doubt that the Administrator of the Small Business 
Administration has the authority to issue regulations defining small- 
business concerns. There is also no doubt that every Government 
agency is bound by such regulations. There is no question that 
definitive action is long overdue. The members of Subcommittee 
No. 2 are convinced that in view of the long history of this problem, 
it is necessary for the Congress to more clearly express its intent in 


the basic law in a manner which will leave no room for misinterpreta- 
tion. 
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It is to be hoped you will agree with the unanimous recommenda- 
tions of Subcommittee No. 2 of the House Small Business Committee 
that the language of section 3 (a) in H. R. 7963 as passed by the 
House be retained. 

Seriate and House conferees, appointed to resolve differences be- 
tween Senate and House bills, adopted most of the House language 
which action was approved by the Congress. H. R. 7963 was signed 
into law by the President on July 18, 1958 (Public Law 536, 85th 
Cong., 2d sess.). 

CONCLUSIONS 


[t is evident from the long history of this problem that the estab- 
lishing of a definition of small business for Government procurement 
is a difficult one. It is evident that there is a great reluctance on the 
part of some agencies handling Government purchases to change the 
500 rule.”’ 

Despite this reluctance, it is the unanimous conclusion that a 
satisfactory change can be made. It is the feeling of this subecommit- 
tee that the sooner a change is made, the sooner small business will 
receive the necessary assistance to secure a fair share of Government 
purchases. 

The Administrator of the Small Business Administration also pro- 
mulgated a special definition for the oil-refining industry which was 
not issued until after a hearing in which industry members were 
invited to participate. This definition for the first time established 
a definition for a particular industry subsequent to a hearing in which 
industry participated. In view of this action taken by the Adminis- 
trator in the petroleum industry and its obvious acceptance on a 
procedural basis by the industry, the same method would undoubtedly 
find acceptance in other basic industries. 

[t is the subcommittee’s suggestion that the Administrator convene 
conferences in basic industries and strive to establish a procurement 
definition for small business based on an industrial standard. 

The evidence adduced at the hearings clearly established that the 
Government procurement agencies would participate and aid the 
Administrator of the Small Business Administration in establishing 
such definitions. 

The new language of section 3, Public Law 85-536 states: 


* * * that the number of employees when utilized for any 
purposes in establishing the definition shall vary from indus- 
try to industry to the extent necessary to reflect differing 
characteristics of such industries and to take proper account 
of other relevant factors. 


RECOMMENDATIONS 


It is the unanimous recommendation of the subcommittee that: 

1. The proposed definition for procurement purposes based on 
commodity standards as submitted to the subcommittee for review 
and comment be excised. 

2. The method and procedure utilized by the Administrator of the 
Small Business Administration in establishing a special definition for 
small business in the petroleum industry is commendable and should 
be adopted as a precedent for future industry-by-industry definitions. 
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3. The subcommittee continue hearings during the recess of the 
85th Congress in order to determine whether: 

(a) Additional definitions have been established based on an 
industry-by-industry standard. 

(6) The Small Business Administration in establishing definitions 
for small business has complied with the additional language amending 
section 3 of the Small Business Act of 1958 which states— 


Where the number of employees is used as one of the 
criteria in making such definition for any of the purposes of 
this Act, the maximum number of employees which a small- 
business concern may have under the definition shall vary 
from industry to industry to the extent necessary to reflect 
differing characteristics of such industries and taking proper 
account of other relevant factors. 


4. The Administrator of the Small Business Administration 
continue to issue small-business certificates in accordance with the 
applicable provisions of law. 


Exursit 1 
List of witnesses heard at the hearings: 


Hon. Wendell B. Barnes, Administrator, Small Business Administration 

George J. Burger, vice president and Washington representative of the National 
Federation of Independent Business 

Hon. Perkins McGuire, Assistant Secretary of Defense (Supply and Logistics), 
Department of Defense 

G. C. Bannerman, Director for Procurement Policy, Department of Defense 

H. R. Van Cleve, Office of General Counsel, Department of Defense 

Andrew W. Duncan, Director for Small Business Policy, Department of Defense 

Courtney Johnson, Assistant Secretary of the Army, Department of Defense 

Capt. E. M. Fagan, Assistant Chief of Naval Materiel for Procurement, United 
States Navy, Department of Defense 

Col. James J. Treacy, Chief of Policy Division of the Directorate of Procurement 
and Production, HQS, USAF, Department of Defense 

Richard E. Schattman, assistant counsel, Military Petroleum Suppiy Agency, 
Department of Defense 

Eugene M. Locke, Esq., attorney for Premier Oil Refining Company of Texas 

R. P. Hargis, president of Premier Oil Refining Company of Texas 

Hon. Franklin G. Floete, Administrator, General Services Administration 

Hon. C. D. Bean, Commissioner of Federal Supply Service, General Services 
Administration 

Hon. James Roosevelt, United States House of Representatives 

Howard S. Spering, Esq., counsel for Cosden Petroleum Corp. 

Edwin Jason Dryer, Esq., assistant secretary and counsel of the Independent 
Refiners Association of America 

Rear Adm. QO. P. Lattu, CS, United States Navy, executive director, Military 
Petroleum Supply Agency, Department of Defense 

tobert A. Wightman, small business analyst, Military Petroleum Supply Agency, 
Department of Defense 

Patrick Healy, assistant secretary of the National Milk Producers Federation 

Hon. Fred Schwengel, United States House of Representatives 

Russell Ross, director of the University of Iowa legislative research team 

William J. O’Connell, member of the University of lowa legislative research team 

Arthur Kudart, member of the University of Iowa legislative research team 

Lloyd Courter, member of the University of Iowa legislative research team 
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LETTER OF TRANSMITTAL 


SeLect CommitrEr. oN SMALL BUSINESS, 
House or REPRESENTATIVES OF THE UNITED STATES, 
Washington, D. C., December 12, 1958. 
Hon. Wricur PaTMan, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. Patman: Transmitted herewith is the unanimous report 
of Subcommittee No. 3 on Minerals and Raw Materials concerning 
small-business problems in the aluminum industry. This report is 
predicated upon the subcommittee’s hearings held during the 85th 
Congress. 

On the basis of the testimony received at the hearings a number of 
conclusions have been reached and recommendations made. These 
are embodied in this report. 

Sincerely yours, 
Sipney R. Yarss, . 
Chairman, Subcommittee No. 3. 
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LETTER OF TRANSMITTAL 


SELEcT COMMITTEE ON SMALL BusINEss, 
House or REPRESENTATIVES, 
Washington, D.C., January 8, 1959. 
Hon. Raupx R. Roserts, 
Clerk, House of Representatives, 
Washington, D.C. 

Dear Mr. Roserts: Herewith report of Subcommittee No. 3 of 
the Select Committee on Small Business entitled, “Small Business 
Problems in the Aluminum Industry,” which has been approved by 
the committee. 

Sincerely yours, 
Wricut PATMAN, 
Chairman, Select Committee.on Small Business. 
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SMALL-BUSINESS PROBLEMS IN THE ALUMINUM INDUSTRY 


INTRODUCTION 


Subcommittee No. 3 of the House Small Business Committee, of 
which the Hon. Sidney R. Yates is chairman and Hon. Joe L. Evins, 
Hon. Abraham J. Multer, Hon. Timothy P. Sheehaa, and Hon. R. 
Walter Riehlman are members, has jurisdiction over the problems 
of small business in the field of raw materials and minerals. 

During the 84th Congress, the subcommittee reviewed the problems 
of small business in the aluminum industry and issued its report 
(H. Rept. 2954, 84th Cong., 2d sess.) dealing with problems of small- 
business men in the aluminum industry. 

When the hearings were held by this subcommittee in 1955, there 
was a severe shortage of metal. This was due primarily to the 
industry’s tremendous growth and expansion, to the significant in- 
crease in aluminum exports, and to the reservation by the Government 
of a large amount of basic metal for its stockpile needs. At that 
time, this subcommittee was able to persuade the Office of Defense 
Mobilization to defer delivery of a substantial portion of aluminum 
called for by the Government, an action which did much to ease the 
critical shortage of basic metal among small-business fabricators, 

In the last 2 years, however, economic conditions have’ changed 
in this new growth industry. The basic metal which was in extreme 
shortage during the period of 1955—56 is now in overabundant supply. 
This overabundance has compelled the integrated producers to look 
for new ways to sell their products and to tender aluminum to the 
Government under their expansion contracts. Although the Govern- 
ment which has met its long-term and short-term stockpile objectives 
would prefer not to stockpile additional aluminum, in 1957 and 1958, 
the three major producers tendered their entire output of basic metal 
from the new facilities to the Government stockpile. 

At the hearings held in the 85th Congress, the subcommittee 
examined the impact of the following in relation to the problems of 
small business in the aluminum industry: 

1. The incentive-type expansion contracts entered into be- 
tween the prime producers and the United States Government in 
1950 under the authority of the Defense Production Act with 
particular emphasis on that section of the contracts dealing with 
sales of basic aluminum to nonintegrated users: , (One of the 
amendments to the contracts in September 1957 amended the 
clause dealing with nonintegrated users.) 
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H. Rept. 2716, 85-22 
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2. The long-term contracts between the producers of basic 
metal and the large nonintegrated users of primary metal. 

3. The “molten metal” contracts between General Motors, 
Ford Motor Co., and the Reynolds Metals Co. 

4. The possible price squeeze on the small nonintegrated users 
of primary metal by the integrated producers of basic metal 
who are their suppliers. 

5. The effect of increased scrap purchases by the prime pro- 
ducers of aluminum and its impact on the secondary aluminum 
market, taking into consideration the basic aluminum “put 
rights” of the integrated producers. 


NONINTEGRATED USERS 


The incentive-type expansion contracts contain a clause which 
states, in effect, that. during the life of the contracts 25 percent of the 
total output of basic metal from the additional facilities would be 
made available to nonintegrated users. That section of the con- 
tracts was amended in September 1957, by increasing the 25 percent 
provision to 35 percent during the last 15 years of the life of the 
contracts. 

Another amendment related to the question of whether imports of 
aluminum should be deducted in computing the amount of aluminum 
permitted to be tendered to the Government under the domestic sup- 

ly contracts which had been raised in various Government circles. 

his point was applicable only in the contracts between the Govern- 
ment and the Aluminum Company of America (Alcoa) and Kaiser 
Aluminum & Chemical Corp. inasmuch as Alcoa and Kaiser were 
tendering their entire output from new expanded facilities to the 
Government at the same time as they were importing primary metal 
from Canada. This was considered to be unfair to the Government 
because it had the effect of increasing the amount of primary metal 
the Government was required to accept under its contracts particu- 
larly at a time when all the requirements of the stockpile, both long- 
term and short-term, had been met. 

The contracts between Kaiser and Alcoa were amended to correct 
this situation. The amendments excluded the amount of metal im- 
ported from Canada from the total aluminum permitted to be tendered 
to the Government by these two companies. Although Reynolds 
Metals Co. did not have a long-term contract for importing basic 
— from Canada, it, too, agreed to amend its contract to the same 
elfect. 

The new clause dealing with offerings to nonintegrated users was 
amended to read as follows: 


Sales to nonintegrated users: 


Your obligation to make available for sale to nonintegrated 
users a quantity of aluminum annually — to 25 percent 
of the annual capacity of the additional aluminum smelting 
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facilities, as more fully provided in, articla VIL-of;saitl cons | 
tracts, shall be inereased so that you slall.make available. . 
annually, pursuant to the terms of. said ‘article’ VIL. of said 
contracts, a quantity of aluminum equal:to 35 percent of the 
annual capacity of the said facilities (hearings, p.378)200. «) 


At the time the contracts were amended, the ‘General Services 
Administration issued a press release which gave the impression that 
a great amount of metal would be made available for small fabricators 
and extruders, as follows: ' ra . 


The contracts formerly had specified that 25 percent of 
the expanded capacity be earmarked for-nonintegrated users . 
for a period of 15 years after expiration of the put rights, 
Now the amount to be made so available to such users is,.\ 
35 percent of such capacity, an increase. of 40 percent. , This 
malt en a total of 230,466 short tons a.year available. to 
independent fabricators and extruders, or a. 15-year total of 
3,456,990 tons worth nearly. $1.8. billion at today’s. market 
price of 26 cents a pound. [Emphasis added.] 


What does the term ‘‘nonintegrated users’”’ mean? 

During the hearings held in the 85th Congress, the following testi- 
mony was given by Mr. Leon Hickman, vice president. and,,general 
counsel of Alcoa, in response to an inquiry concerning the definition 
of ‘‘nonintegrated users.’ He was asked whether General Motors and 
Ford might be considered “nonintegrated users.”” He replied: 


General Motors is not, a producer of anything in the alumi- 
num line. I mean it is not a-producer.of hot. metal or pig. 
So, whether you accept. Mr. McConnell’s; classification or 
not, they still remain a nonintegrated user of aluminum, I 
would say (hearings, p. 50). 


The testimony received at these hearings clearly established that 
business concerns of the size of either General Motors or Ford are 
considered nonintegrated users under the terms of the contracts. 
Under such an interpretation, it is quite apparent that the latest 
amendments to the contracts do not help small-business users of pri- 
mary métal to receive any part of the metal allocated for nonintegrated 
users. The importance of this problem to small-business concerns is 
characterized by the statement made by the chairman of the subcom- 
mittee, the Honorable Sidney R. Yates, on page 389 of the hearings, 
in which he comments on the effect of the new amendments: 


This is true, except you have companies like General 
Motors and Ford taking additional amounts. If the supply 
to them is considered as satisfying requirements under the 
formula of the contract, there won’t be much available for 
other nonintegrated users under the provisions of that con- 
tract, and, if the other primary producers go into hot metal 
contracts, as they may, there won’t be much available for 
nonintegrated users. 
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Under this present interpretation, small business does not have any 
claim on ‘any part of the 35-percent allocation. In fact, the recent 
increase from 25 to 35 percent in this regard is meaningless as it 
concerns small business unless there will be some assurance given by 
the primary produeers that’ they will-fittke available.sufficient ptiiiary 
metal to permit small-business firms to stay in business. 

The only provision which limits the amount any user may receive 
is the clause requiring the integrated producers to request permission 
from the Government to sell any one customer more than 500,000 
pounds per month. This clause by its terms is to be effective only 
during the first 5 years of the contracts. However, even this protec- 
tive provision has lapsed inasmuch as the contracts have been in 
effect more than 5 years. 

In view of the importance of this problem, the subcommittee, 
through its chairman, requested the Administrator of the General 
Services Administration, the Honorable Franklin G. Floete, to open 
negotiations with the aluminum companies again to determine whether 
they would agree on a new formula which would protect the rights of 
small business as small business. The following question was posed: 


‘Should not that term, “onintegrated users,” have certain 
set-asides for certain companies of certain sizes which 
qualify as small business? (hearings, p. 390). 


This point assumes importance because of the possibility that a 
producer of prime metal may allocate so much to 3 or 4 big customers 
as to deprive other eustomers of<an opportunity to obtain the -basic 
aluminum. During the colloquy which took place during the hearings 
in the 85th Congress concerning this request for amendment of the 
nonintegrated-user clause, the problem of Freeport Sulphur Co.’s 
contract in the nickel industry was also discussed. ‘The question was 
asked, “Did we do anything to protect the rights of nonintegrated 
producers?”’ and, in response thereto, the answer was, ‘No, sir” 
(hearings, p. 396). It was suggested that the contract was already 
made and it might be too late. 

In this connection, the Administrator of the General Services Ad- 
ministration indicated that he would discuss the problem with Free- 
port Sulphur in terms of seeking an amendment to the contract to 
protect the rights of small business. 

At the behest of the subcommittee, the General Services Adminis- 
tration sent letters to the aluminum companies and Freeport Sulphur 
requesting an opportunity to discuss possible amendment to the con- 
tracts as suggested by the subcommittee. It will be noted that Free- 
port Sulphur agreed to make available a minimum of 5 million pounds 
of nickel to small business. (The letters appear in the appendix of 
this report.) 


ALLEGED PRICE SQUEEZE 


This subcommittee continues to receive numerous complaints from 
small business, nonintegrated fabricators and processors, to the 
effect that they are confronted with unfair competition because of the 
unrealistic differential in the price of basic metal and the price charged 
for fabricated, competitive items by the primary producers. 
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Witnesses testified at the hearings that the primary producers in 
establishing market prices increased the price of, basic aluminum and 
the prices of semifabricated and fabricated products in different 
percentages and ratios. It was alleged that the price of primary 
metal received a greater increase than the fabricated products. 
Typical of the testimony received by the subcommittee is a part of 
the statement made by Mr. Aaron J. Naisuler, chairman, market 
study committee, Aluminum Extruders Council, who stated in part: 


Among such factors, the recommendation referred to the 
complaints of nonintegrated users that they are subjected to 
price squeezes by the primary producers on certain alloys. 

Since that recommendation was made, the price squeeze 
applied to independent custom soft alloy extruders has been 
intensified by the so-called Big Three of the primary smelt- 
ing industry: Aluminum Company of America, Kaiser Alu- 
minum & Chemical Co., and Reynolds Metals Co., to the 
point where the profit has been squeezed out of soft alloy 
custom extruding for many of the extruders, There is now 
threatened a reversal of the trend of growth of the independ- 
ent extrusion industry, a trend which the committee noted 
in its report. 

The competitive abilities of independent custom extruders 
are being weakened not only by the intensification of the 
price squeeze, but also by other pricing practices of each of 
the Big Three (hearings, p. 228). 


It was stated that this alleged inequitable competition deprived 
the small nonintegrated fabricators and processors of a fair return 
in a highly competitive market, In an effort to find new markets, 
the integrated primary producers are engaging in tightly competitive 
practices not only with each other but with many of their small- 
business customers. 

Diecasters, smelters, and extruders stated on the record that 
they were continually confronted with what has been termed by 
them as “unfair competition.” This is evident from the following 
colloquy between Hon. Timothy P. Sheehan and Mr. Naisuler: 


Mr. Narsuter. They kept raising the cost of our raw mate- 
rial, which only can come from the Big Three, and kept 
dropping the price of finished goods that we sell, custom 
extrusions. We have no other avenue to go down. 

Mr. SHEEHAN. Who was the “they’’ who dropped the 
price? 

Mr. Natsuter. The Big Three: Alcoa, Reynolds, and 
Kaiser. 

Mr. SHEEHAN. You mean you were competing with them 
on extrusion products? 

Mr. Naisuter. That is right, they call on the same cus- 

tomers, we do (hearings, p. 229). 


The complaints appear to indicate that when the quoted: prices are 
established, the primary producers do not increase the price of the 
competitive finished products in the same ratio as they increase the 
cost of primary metal to their customers; among whom are the small 
nonintegrated fabricators and producers. 
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Hot metal contracts 


The die casters, in their testimony before the subcommittee, con- 
tended that the price squeeze problem became acute with the intro- 
duction of the molten metal contracts between the automobile 
manufacturers and the aluminum producers. It was asserted that 
the price differential granted to the automobile manufacturers was 
not realistic, proper or equitable, thereby placing the small non- 
integrated fabricators and processors at a disadvantage in their 
competition for the semifinished, fabricated market between them- 
selves and their integrated suppliers. 

The following is an excerpt from the statement made by Mr. David 
Laine, executive secretary of the American Die Casting Institute: 


In concept and intent these hot-metal contracts represent 
a device to cover the sale by Reynolds Metals Co. to General 
Motors and Ford at preferential, discriminatory prices, the 
same quality and grade of aluminum-casting alloy that it 
sells to others. 

In concept and in intent these hot-metal contracts were 
planned to free Ford and General Motors from the need to 
compete for available supplies of aluminum-casting alloy 
in a free and open market (hearings, p. 187). 


He concluded that this established a startling new basis for pricing 
much below the established potline alloy prices. 

Mr. Carl H. Burton, secretary, Aluminum Smelters Research In- 
stitute, in his statement before the subcommittee on this point, stated : 


Must the smelting industry be forced to consider these 
hot-metal prices as the normal ceiling for secondary alloys 
under which they must operate to keep themselves and their 
foundry customers alive? How could it be possible to do so 
with the price of scrap being the major determinate of smelt- 
ers’ alloy costs, the scrap subject to manipulation upward 
pricewise at the whim of the very producers who set the price 
for hot metals? (Hearings, p. 213.) 


He stated further that if the price of the hot metal to the auto- 
mobile companies reflect more than the actual cost of pigging and 
freight. that it would constitute a discount on metal prices not gen- 
aie available to other customers. Therefore, it was preferential 
and would place secondary prices under an unfair and unnatural 
ceiling. In addition, he stated, it would place the small independent 
fabricators under restrictive handicaps. 


SCRAP PURCHASES 


Purchase of scrap on the open free market by the primary producers 
in competition with the nonintegrated users of scrap, particularly 
when they possess the advantage of placing primary metal in the 
Government stockpile, was declared by the witness for the smelters 
to be unfair competition. 

It was his contention that both imports of primary metal and pro- 
ducers’ scrap acquisitions should be treated alike and if one were to 
be offset against ‘‘put rights’ so also should the other.. In support of 
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his contention, Mr. Burton quoted from a letter he had received from 
Senator A. Willis Robertson, which stated in part: 


Yesterday I discussed with Mr. Floete the matter of scrap 
purchases by the three companies in question, and we were 
both of the opinion that for practical purposes there was no 
difference between importing aluminum from Canada and 
purchasing scrap in this country, and that both items should 
be deducted from the put rights in question (hearings, p. 212). 


Despite this declaration of similarity in effect, the contracts were 
amended without including scrap purchases as offsets against the ‘put 
rights” by the integrated producers. 

According to Mr. Burton, the increased purchase activity of the 
integrated primary producers in the scrap market has had the tendency 
to raise the price Sinaia of scrap above ordinary competitive increases 
and to drive it to unrealistic price heights. Mr. Burton, in a state- 
ment on the effect of the position of dominance held by the primary 
producers over the secondary industry stated: 


It should be recognized that smelters’ ingot prices are 
hemmed in between a ceiling of primary prices and a floor 
determined by scrap prices, 

The very fact that scrap does ordinarily move as above 
indicated and that it constitutes the basis for smelters’ 
operations, without which the smelting industry cannot 
exist, provides the leverage through which the smelting 
indastry can be controlled. 

Should anyone wish to virtually annihilate the smelting 
industry, he could do so by bidding up the price of scrap to 
the point that secondary alloys would, perforce, be elevated 
to prices higher than comparable primary alloys, and 
remain there as long as the pressure remained on scrap 
prices (hearings, p. 209). 


POOLED BUYING 


This committee, in its report in the 84th Congress (H. Rept. 2954) 
recommended that the small nonintegrated fabricators and processors 
pool their resources and organize what it then termed a “buyin 
corporation” for the purpose of entering into long-term muutantaal 
buying contracts with the primary producers in. order to guarantee a 
fair and equitable flow of metal to the small nonintegrated producers 
during periods of shortages of basic metal. 

This recommendation was based upon the ability of small-business 
concerns to organize such corporations under the authority of the 
Small Business Act and invest their available funds and enable them 
to borrow money from the Small Business Administration for this 
purpose. 

However, the shortage of basic metal was alleviated soon after the 
issuance of the report and since then there has been an abundance of 
available metal. ; 

Apparently, for that reason, the small-business concerns did not 
wish to avail themselves of the opportunity to purchase and pool metal 
for a future tight market. 
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The testimony received at the hearings indicated that with the 
increased uses of aluminum, particularly in the automobile industry, 
it is probable that the current soft market will end fairly soon. The 
fact that the primary producers have continued to increase their 
fabricating processes and the large users of aluminum, such as auto- 
mobile companies, are doing more and more of their own processing 
make it clear that unless small business exercises an ability to assure 
a future availability of metal, they may again be confronted with a 
shortage of aluminum and be Caer to procure an adequate supply of 
peapary metal. Such inability may prevent the growth of many small- 

usiness concerns in the aluminum industry and bring others to des- 
perate straits. 
MOLTEN METAL 


The recent introduction into the aluminum industry of the sale of 
molten metal has highlighted the unfavorable competitive position 
of the small nonintegrated fabricators and processors. 

The only known users of hot metal at the present time are General 
Motors and Ford. It is apparent from the testimony received by the 
subcommittee that only the large users of basic miele in & position 
to enter into this type of guaranteed metal contracts with the prime 
producers to receive molten metal at the aluminum reduction iaatte. 
It would not be an economical. or feasible proposition for a small- 
busine concern to attempt to build a plant adjacent to a reduction 
pliant. 

With the increased use of aluminum in the automobile industry, 
these hot-metal contracts become extremely important because of their 
economic impact on both the aluminum and the automobile industries. 
Volume use of aluminum in the automotive industry has depended 
upon assurance ofa stable, adequate supply. This assurance was 
not available heretofore when there was only one producer (Alcoa) 
in the market. The molten metal contracts, which wedded the 
aluminum reduction plants to the automobile companies, provided 
the answer to the need for a ready supply. 

Witnesses testified that more and more aluminum will go into the 
manufacture of the automobile. An indication of this has been ex- 
anes recently by an official of one of the aluminum companies, who 
stated: 


When aluminum engines are adopted by the auto industry 
it can mean that this single application alone will amount to 
more than a billion pounds of aluminum per year. (Iron 
Age, Oct. 30, 1958, p. 45.) 


At the present time, aluminum is utilized in wheels, brakes, and in 
experimental engines. The aluminum engineers are now busily 
experimenting with and fabricating other possible applications. 

During the hearings, an effort was made by the industry witnesses 
to justify molten metal as a new product. It is immaterial in the 
light of competition between small and large producers whether it 
be a new product or an alternative for the usual method of pigging. 
The importance lies in whether the prices at which the hot metal 1s 
sold accurately reflect a proper price differential. In the event that 
the price does not reflect a fair differential, it grants preferential treat- 
ment to molten metal users and becomes competitively unfair to the 
small, nonintegrated fabricators and processors. 
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Thus it is apparent that the molten-metal contracts could be an 
important vehicle in granting significant price advantages to the large 
companies which can commit themselves to absorb large quantities 
of primary aluminum over their smaller competitors. 


INCENTIVE-TYPE EXPANSION CONTRACTS 


The subcommittee believes that the Hon. Franklin G. Floete, Ad- 
ministrator of the General Services Administration, should be com- 
mended for his prompt action in complying with the committee’s re- 
quest to communicate with the aluminum companies and the Freeport 
Sulphur Co. An analysis of the replies received from the aluminum 
companies under the contract with the General Services Administra- 
tion indicates a varying degree of compliance with the s ion of 
this committee that the contracts be so amended that small business 
be guaranteed a set-aside in the allocation of primary aluminum from 
the additional facilities. 

It is interesting to note from the information submitted to the 
committee by the General Services Administration concerning their 
efforts to amend the incentive-type expansion contracts in the alumi- 
num industry and the contract with Freeport Sulphur in the nickel 
industry in order to guarantee a fair and equitable supply of basic. 
metal to small business that the Freeport Sulphur Co., although 
under no contractual obligation to make set-asides for small business, 
has voluntarily stated in a letter to the General Services Administra- 
tion an intention to make available a minimum of 5 million pounds 
of nickel to small business. (The letter from the Freeport Sulphur 
Co. to the General Services Administration appears in the appendix 
of this report.) 

The latest entry into the aluminum producing field; Harvey Alu- 


minum, Inc., approached the problem.in this manner... Their letter 
states: 


* * * We will be happy to enter into an arrangement so 
as to provide that nal usiness * * * shall have a reason- 
able priority to obtain aluminum to be tendered to non- 
integrated users under our contract with the General Services 
Administration * * * 


The Reynolds Metals Co., in its reply, requests a meeting on a 
date convenient to both to discuss the request by the General Services 
Administration. 

Kaiser Aluminum & Chemical Corp., although indicating a desire 
to meet with the Administrator to discuss the problem, indicates that 
there are other questions and places certain prerequisites and condi- 
tions, and states its position in such a fashion: 


If you so desire, we are agreeable to limiting the proposed 
meeting to the subject of a contractual priority for small 
business on the understanding that, if an amendment satis- 
factory to you is worked out, we may elect to make our ac- 
ceptance of the amendment conditional on a mutually satis- 
factory solution of the other pending problems. 


The Aluminum Company of America, in its response to Mr. Floete, 
although consenting to confer with the Administrator at the sugges- 
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tion of this committee to talk about the modification of the’ set-aside 
agreement for the benefit of the nonintegrated users, states: 


* * * T think it is only fair to say that we believe there’ 
are serious objections to such a modification in favor of small 
business and we doubt that we shall be able to accede to 
the suggestion * * * 


CONCLUSIONS 


In our report (H. Rept. 2954, 84th Cong., 2d sess.), we stated: 


The most significant question in the aluminum industry 
today appears to be that, absent a reversal of present trends, 
whether the position of small business will fail to improve 
and expand in keeping with the growth of the industry a8 a 
whole. Thisis particularly true of the segment of the industry 
dependent upon a fluid supply of primary metal. * * * 


Two years later, we find the same problem still confronting small 
business. Basically, the question remains: Will small business 
survive and grow in this new growth industry? 

Thus, whether it be periods of shortage or overabundant supply, 
the position of the small, independent fabricators and processors in 
the aluminum industry is a difficult one. 

The aluminum industry has been referred to as a “growth industry.” 
We feel that small business must be given an opportunity to survive 
and grow in this industry. The subcommittee in its report to the 
84th Congress (H. Rept. 2954), stated: 


Small business has a major contribution to make to the 
industry’s growth and must be permitted to make its con- 
tribution and to share in the benefits of such growth. 


This subcommittee holds the same opinion today. 

During a tight market, it is the small nonintegrated users of basic 
metal who find it difficult to obtain the necessary primary metal. In 
periods of overabundant supply of basic metal, the small, noninte- 
grated fabricators and processors face increased competition from their 
suppliers, the primary producers, in the sale of the competitive 
finished and semifinished products. 

In this report we have discussed several of the many problems 
confronting small business in the aluminum industry. Particularly we 
have noted the importance of recognizing that the nonintegrated-user 
clause in the expansion contracts should protect small businesses as 
well as large businesses, like Ford and General Motors, whose present 
and prospective absorption of primary metal makes probable their 
consuming all the ‘“nonintegrated”’ metal under the contracts. 

In this connection, it should be noted that section 701 of the 
Defense Production Act elearly and unequivocally states that it is the 
intent of Congress that small-business enterprises be encouraged to 
make the greatest possible contribution to achieve the objectives of 
the act. The act further provides that in the allocation of metals in 
the civilian market the Administration places particular emphasis on 
protecting the position of small business. 

A study of the record of the hearings clearly indicates that, un- 
fortunately, the incentive-type expansion contracts in the aluminum 
industry failed to heed this congressional mandate and failed to pro- 
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vide the necessary protection. It is apparent that the present 
interpretation of the term “nonintegrated user” may actually pre- 
clude small business from benefiting from the fruits of these additional 
expanded facilities. 

It would appear that the growth prospects of the aluminum industry 
are extremely bright. It is contemplated that in the very near future 
the demand for aluminum will increase tremendously and the present 
overabundant supply will disappear. Small-business concerns in the 
aluminum industry which do not require assistance today in the pro- 
curement of basic metal, nevertheless may need such assistance in a 
tight market. 

All evidence points to such a tight market in the relatively near 
future. The number of uses of aluminum is growing. The pound- 
age of aluminum to be utilized in the manufacture of tomorrow’s 
automobiles will tremendously increase. This, coupled with the new 
uses of aluminum in the other industries, such as construction, appli- 
ances, electronics, et cetera, promises to turn the scale from the pres- 
ent overabundant supply. 

Thus, the request of the subcommittee for action by the General 
Services Administration to assure an allocation of the supply of basic 
metal for the small nonintegrated user is of great importance. 

The new companies which have entered into the producing field 
since our last report are the Anaconda Co., Harvey Aluminum Co., 
and Ormet. Ormet is a company owned and operated jointly by 
Olin Mathieson Chemical Co. and Revere Copper & Nias Inc. 
These three new producing companies are actually “captive” plants. 
All four companies involved are in the fabricating business, and were 
in the fabricating business prior to their entry into the production of 
basic metal. Quite obviously, in a tight market, this metal will not 
find itself on the open market but will be retained by the producing 
companies for their own use. 

The growth and continuation of small business in the aluminum 
industry depends very heavily on the ability of the small noninte- 
grated fabricators and processors to acquire a continuous supply of 
basic metal during all economic cycles in the aluminum industry. 


RECOMMENDATIONS 


It is, therefore, recommended by the subcommittee that— 

1. The Select Committee of the House on Small Business in 'the 
86th Congress continue its study of the problems of small business 
in the aluminum industry in order to assure its survival in this 
growth industry. 

2. The General Services Administration continue its efforts to 
obtain amendment of the contracts with the primary aluminum 
companies to protect small business under the so-called non- 
integrated clause. 

3. The small nonintegrated fabricators and processors in the 
aluminum industry consider the possibility of pooling their 
resources and organizing a “‘buying corporation”’ for the purpose 
of entering into long-term guaranteed buying contracts for 
primary metal with the primary producers pursuant to the pro- 
visions of the Small Business Act of 1958. 





APPENDIX 


Exuisit 1 


List of witnesses who testified before Subcommittee No. 3 in the 
85th Congress on the aluminum problem: 


Carl H. Burton, secretary, Aluminum Smelters Research Institute. 

Chad F. Calhoun, vice president, Kaiser Aluminum & Chemical Corp. 

Maxwell Caskie, assistant vice president, Reynolds. Metals Co. 

William F. Collins, general counsel, Revere Copper & Brass, Inc. 

John J. Cronin, vice president, General Motors Corp. 

Nathanael V. Davis, president, Aluminum, Ltd. 

Leonard J. Emmerglick, counsel, Aluminum Extruders Council. 

Hon. Franklin G. Floete, Administrator, GSA. 

Richard I. Fricke, counsel, Ford Motor Co. 

M. F. Garwood, chief engineer, materials, Chrysler Corp. 

Mr. Gordon Gray, Director, Office of Defense Mobilization. 

Lawrence Harvey, executive vice president, Harvey Aluminum Co. 

Leon Hickman, vice president and general counsel of Alcoa. 

Vance Johnson, public relations department, Chrysler Corp. 

George M. Kagan, president, Kagan-Dixon Wire Corp., Rahway, N. J. 

Robert F. Keller, Feeaees to the Comptroller General. 

R. E. Kellers, programs coordinator, American Die Casting Institute. 

Gene Knutson, purchasing department, Ford Motor Co. 

David Laine, executive secretary, American Die Casting Institute. 

Irving Lipkowitz, assistant to the president, Reynolds Metals Co. 

Joseph H. McConnell, counsel, Reynolds Metals Co. 

Charles A. Macfie, president, Revere Copper & Brass, Inc. 

Gustav B. Morgraf, general solicitor, Reynolds Metals Co. 

Aaron J. Naisuler, chairman, market study committee, Aluminum 
Extruders Council. 

Walter F. O’Connell, Olin Mathieson Chemical Corp. 

C. Jay Parkinson, general counsel, The Anaconda Co., and vice 
president, Anaconda Aluminum Co. 

Arthur C. Prine, Jr., legal department, Chrysler Corp. 

Donald Quaife, counsel, Ford Motor Co. 

D. A. Rhoades, vice president and general manager, Kaiser Aluminum 
& Chemical Corp. 

A. A. Smith, tabiilen€: Adam Metal Supply, Inc. 

Earl Ward, vice president, purchasing, Ford Motor Co, 

Eric F. West, president, Aluminium Limited Sales, Inc. 

D. Wilmot, vice president, Aluminum Company of America. 
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Exursit 2 
May 20, 1958. 
Mr. LANGBOURNE M. WILLIAMs, 
President, Freeport Sulphur Co., 
New York, N. Y. 


Dear Mr. Witiiams: At the hearing on the aluminum industry 
held on May 7, 1958, by Subcommittee No. 3 on Minerals and Raw 
Materials of the Select Committee of the House of Representatives to 
Conduct a Study and Investigation of the Problems of Small Business, 
the chairman requested that GSA talk to Freeport Sulphur Co. and 
find out whether its subsidiary, Cuban American Nickel Co., would 
be agreeable to amending contract DMP-134 so as to assist. small 
business. ‘The chairman further requested that the subcommittee 
be advised of the success or failure of those talks. 

The request of the chairman followed an earlier suggestion that an 
effort be made to amend the non-integrated-user provision of certain 
aluminum supply contracts, which serves, in large measure, to benefit 
small business, so as to provide for set-asides specifically for those 
companies that can qualify as small business. There is no similar 
provision in contract DMP-134, although the Government may re- 
quire the sale to it of 30 percent of the nickel produced thereunder. 

In view of these circumstances and particularly in view of section 
701 of the Defense Production Act of 1950, relating to the encourage- 
ment of small-business enterprises, it is appropriate that the parties 
to contract DMP-134 consider an adjustment of the provisions of that 
contract that would be specifically designed to meet the needs of small 
business. If you are willing to consider such an amendment, I would 
appreciate it if you would so advise me so that we can arrange a 
time and place to discuss the matter. 

Sincerely yours, 
FRANKLIN FLorete, Administrator. 





Exuisit 2—A 


FREEPORT SULPHUR Co., 
New York, N. Y., June 3, 1958. 
Mr. Franxuin G. FLoets, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Fuioete: I am writing you with reference to the con- 
ference which Mr. Williams and Mr. Bergson had with you on May 
26, 1958, concerning a question raised by Congressman ey chair- 
man of Subcommittee No. 3 on Minerals and Raw Materials of the 
House of Representatives Select Committee to Conduct a Study and 
Investigation of the Problems of Small Business. At a hearing held 
before that subcommittee on May 7 Chairman Yates raised a question 
as to whether contract DMP-134, made between GSA and our 
subsidiary, Cuban American Nickel Co., will assist small business, 
and you wrote Mr. Williams regarding this matter on May 20, 1958. 
Mr. Williams and Mr. Bergson met with you in response to your 
letter, and Mr. Williams said that we weld be glad to write to you 
confirming the statements he made at that meeting. Since Mr. 
Williams had to leave on a business trip soon thereafter, he asked me 
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to write this letter to you setting forth the points he made at the 
meeting. 

1. The first and most important way in which our Moa Bay project 
will assist small business is by increasing the available supply of 
nickel. As the Senate Select Committee on Small Business stated in 
its report of August 1, 1956: “In the last analysis, real relief for small 
users of nickel can be brought about only through increased production 
of nickel.” (Rept. No. 2826, 84th Cong., 2d sess., p. 33.) Thus, the 
weekly staff report of March 16, 1957, to the Senate Select Com- 
mittee on Small Business, which Mr. Williams mentioned to you, 
summarized the contribution of our project: 

‘Direct action taken to increase the supply of critically needed nickel 
by the General Services Administration in the form of - an agreement 
with the Cuban American Nickel Co., a subsidiary of Freeport Sulphur 
Co. Under the terms of the agreement, the increased production will 
come from new facilities to be built in Cuba and the United States. 
The GSA-Freeport Sulphur agreement means that an additional 
50 million pounds of nickel and 4,400,000 pounds of cobalt will be 
made available yearly to meet the heavy demands of the Government 
and industry. This agreement confirms the often-expressed opinion 
of the Senate Small Business Committee that the only way to ease 
the nickel shortage is to increase production facilities.” 

ODM Director Gordon Gray reiterated the significance of these 
considerations during testimony on the aluminum industry before the 
Yates subcommittee on May 6, 1958: “But I think the expansion of 
the supply, plus the development of competition in the producing 
industry is necessarily a benefit to small business.” 

2. Under contract DM P-134, the Government has a call on 30 per- 
cent of our nickel production until June 30, 1965. Assuming annual 
production of 50 million pounds, the Government’s call would amount 
to 15 million pounds per year which it could make available to small 
business. Since the call is at the market price, this nickel can be 
made available to small business at the market price. 

3. Various nickel consumers assisted in the financing of this project 
by purchasing Cuban American’s subordinated notes. Under con- 
tracts which Cuban American has with these lenders, they are com- 
mitted under certain conditions to purchase 20 million pounds of 
nickel per year, and they have the privilege of buying up to an addi- 
tional 25 million pounds per year less the amount, if any, taken by the 
Government pursuant to its call upon 30 percent of the nickel pro- 
duced. Again assuming an annual production of 50 million pounds 
per year, this arrangement leaves 5 million pounds per year free for 
disposition by Cuban American. In the negotiations with these 
lenders Cuban American insisted that this amount be reserved and 
not made subject to any option of the lenders precisely because we 
wanted to be in a position to make this amount of nickel available 
to smaller concerns, and we expressly so stated to these lenders. 
Cuban American intends to make this 5 million pounds per year 
available to small business, as well as a significant portion of any 
additional amount which Cuban American may succeed in producing 
in excess of 50 million pounds per year. 

4. The subordinated indebtedness necessary to finance the project 
amounts to $30 million, but Cuban American was not successful in 
selling subordinated notes to that extent. Only $25,250,000 of such 
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notes were sold, and Freeport itself had to take up the balance of 
$4,750,000 in addition to its other large investment in the project. 
Freeport has the right to dispose of its notes until August 15, 1958, 
on terms which give the purchasers contracts similar to the contracts 
which Cuban American now has with the other subordinated lenders. 
Hence, the purchasers of Freeport’s notes would have a proportionate 
part of the rights and obligations with respect to the purchase of 
nickel which are held by the subordinated lenders. Freeport is 
currently engaged in active negotiations for the sale of part or all of 
its notes which would make available to the purchasers 4,750,000 of 
the 30 million pounds—or almost 16 percent—of the nickel available 
to all of the subordinated lenders. This means that 4,750,000 pounds 
of nickel per year would be available to the purchasers of the notes if 
the Government exercises its call in full and 7,125,000 pounds per 
year would be available if the Government does not exercise its call 
at all. Subject to prior sale, Freeport would be willing to sell its 
notes to small-business concerns to the extent that such sale could be 
made in such manner as not to constitute a public offering. If Free- 
port does not succeed in selling its notes by August 15, 1958, the share 
of nickel applicable thereto will pass to the other subordinated lenders 
under the terms of the contracts made with them. 

In sum, we believe that DMP-134 provides substantial assistance 
to small business by making possible a major new source of nickel. 
Moreover, the terms of that contract enable the Government itself to 
make as much as 15 million pounds of new nickel available to small 
business. Finally, we ourselves intend to make available at least an 
additional 5 million pounds to help small business. This total of at 
least 20 million pounds per year (out of an annual production of 50 
million pounds) appears to us to compare most favorably with the 
aggregate of 25 million pounds or less per year (out of an annual 
supply in this country of more than 250 million pounds) which, as you 
stated to Mr. Williams and Mr. Bergson, had been available to small 
business during the period of the recent nickel shortage. 

Sincerely yours, 
PEARSON E. NEAMAN. 


ExHIsitT 3 


The text of the letters addressed to the aluminum companies on 
May 20, 1958: 
Aluminum Company of America 
Reynolds Metals Co. 
Kaiser Aluminum & Chemical Corp. 
Harvey Aluminum Co. 
by the Administrator of General Services Administration is as follows: 
“DpraAR —: At the hearing on the aluminum industry held on 
May 7, 1958, by Subcommittee No. 3 on Minerals and Raw Materials 
of the Select Committee of the House of Representatives To Conduct 
a Study and Investigation of the Problems of Small Business, the 
chairman requested that GSA again talk to the aluminum companies 
to see whether agreement could be reached on a formula that would 
assist small business as such. The suggestion was made that the 
contractual provision covering ‘nonintegrated users’ be amended so 
as to provide for set-asides specifically for those companies that can 
qualify as small business. 











SMALL-BUSINESS PROBLEMS IN THE ALUMINUM INDUSTRY 17 


‘“‘As you know, the nonintegrated-user provision in the aluminum 
supply contracts serves, in large measure, to benefit small business. 
That benefit was enlarged by the recent amendments increasing the 
obligation to nonintegrated users from 25 to 35 percent of the produc- 
tive capacity of the contract facilities. However, small business as 
such does not necessarily get the full benefit of the nonintegrated-user 
provision. 

“Tn view of those considerations and particularly in view of section 
701 of the Defense Production Act of 1950, relating to the encourage- 
ment of small-business enterprises, we would like to discuss with you 
the matter of satisfying the needs of small-business users. This 
could be done, for example, through a modification of the -noninte- 
grated-user provision that would provide an appropriate priority for 
small business. Please advise me if you are willing to discuss the 
matter so that a meeting can be arranged. 

“Sincerely yours, 
“FRANKLIN Fiorete, Administrator.” 





Exuisirt 3-A 


ALUMINUM CoMPaANyY OF AMERICA, 
May 21, 1958. 
Hon. FRANKLIN FLOETE, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Fiortre: We shall, of course, be glad to confer with you 
at any time concerning the suggestion of Congressman Yates that you 
talk to the aluminum companies about a seated ion of our set-aside 
agreement for the benefit of nonintegrated producers. However, I 
think it only fair to say that we believe there are serious objections to 
such a modification in favor of small business and we doubt that we 
shall be able to accede to the suggestion. However, we shall be glad 
to discuss it at any mutually convenient time. 

Sincerely, 
Leon E. Hickman. 





Exurpit 3-B 


ReyNnoutps Metats Co., 
Richmond, Va., June 5, 1958. 
Mr. FRANKLIN G. FLOETE, 
Administrator, General Services Administration, 
Washington, D. C. 


Dear Mr. Fuioerre: This will acknowledge receipt of your letter of 
May 20, relative to the supply contracts we have with you for 
aluminum. 

We are, of course, willing to discuss any phase of these contracts 
with you at any time. I am going to be tied up the next 10 days 
or 2 weeks and, therefore, suggest that we have a meeting on June 20. 

Please advise me if this date is convenient with you and also the 
time you would like to have the meeting. 

With kindest regards, I am, 

Sincerely, 
C. E. Coenttt, 
Vice President and Treasurer. 
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Exuisit 3-C 


Kaiser ALumMinuM & CHemicaL Corp., 
Kaiser Aluminum, 
Washington, D. C., June &, 1958. 
Hon. Frankuin G. FLoets, 
Administrator, General Services Administration, 
Washington, D. C. 


Dear Mr. Fioers: This is in reply to your letter of May 20, in- 
viting us to meet with you for the purpose of discussing possible 
amendments to the aluminum supply contracts between General 
Services Administration and Kaiser Aluminum & Chemical Corp., in 
order to provide small-business firms an appropriate priority on the 
quantity of metal which Kaiser Aluminum will be obligated to offer 
to nonintegrated users for a period of 15 years. 

We will be happy to meet with you to discuss this problem. As you 
are aware, other questions have arisen under 'the supply contracts con- 
cerning which we believe appropriate clarifying amendments would 
also be desirable. Since an amendment establishing a contractual 
priority for small business would necessarily impose substantial ad- 
ministrative burdens and possible substantive risks on our company 
without any corresponding benefit, we would like to reserve the right 
to request your agreement to a mutually satisfactory solution of these 
other supply contract problems in consideration of our agreement on 
an amendment establishing an appropriate priority for smal] business. 

If you so desire, we are agreeable to limiting the proposed meeting 
to the subject of a contractual priority for small business on the under- 
standing that, if an amendment satisfactory to you is worked out, we 
may elect to make our acceptance of the amendment conditional on a 
mutually satisfactory solution ef the other pending problems. 

We would also appreciate your advice as to whether you desire to 
conduct the discussions of a contractual priority for small business on 
a company-by-company basis or an industrywide basis, having in 
mind the most-favored-nation commitment which General Services 
Administration has made to each of the companies. 

Sincerely yours, 
Cuap F. Catuoun, Vice President. 





Exuisit 3—D 


Harvey Autuminum (Inc.), 
Washington, D. C., May 22, 1958. 
Mr. FRANKLIN FLOETE, 
Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. Fiorete: This answers your letter of May 20, 1958, 
suggesting a discussion between us on the matter of satisfying the 
needs of small-business users of primary aluminum. 

When Mr. Leo Harvey, over 40 years ago, commenced a business 
which has now become Harvey Aluminum, his enterprise was then 
small business by every definition. In terms of primary production 
our company will still be, relatively speaking, small business. Many 
of our customers are small-business concerns and we intend to preserve 
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and"strengthen these relations. We will be happy to enter into an 
arrangement so as to provide that small business, as defined by the 
Government from time to time, shall have a reasonable priority to 
obtain.aluminum to be tendered to nonintegrated users under our 
contract with the General Services Administration. Accordingly, we 
are prepared to meet with you or your representatives, as you re- 
quested, at any time that suits your convenience, to work out and 
agree — the details of this arrangement. 
ery truly yours, 
S. Keita Linpen, Vice President. 


O 
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SELECT COMMITTEE ON SMALL BUSINESS, 

House or REPRESENTATIVES, 
Washington, D. C., January 3, 1959. 
Hon. Raupu R. Roserts, 

Clerk, House of Representatives, Washington, D. C. 


Dear Mr. Rosperts: Herewith report of Subcommittee No. 6 of 
the Select Committee on Small Business entitled, ‘‘Problems in the 
Poultry Industry” which has been approved by the committee. 

Sincerely yours, 
Wricut PaTMan, 
Chairman, Select Committee on Small Business. 
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PROBLEMS IN THE POULTRY INDUSTRY 


INTRODUCTION 
PURPOSE AND SCOPE OF THE PRESENT INQUIRY 


This report, submitted to the Select Committee on Small Business 
of the House of Representatives, presents the findings and recom- 
mendations based on investigation and hearings conducted by Sub- 
committee No. 6 on the problems of small business in the poultry 
industry. This subcommittee is charged with the responsibility of 
studying and investigating the problems of small business pertain- 
ing to the food production and distribution industries. The report 
is submitted with the unanimous approval of the subcommittee. 

The specific purpose of this inquiry was primarily concerned with 
that phase of the production of poultry oak poultry products which 
became known as the “broiler industry.” 

The subcommittee received many complaints relative to the al- 
legedly unsound and unwise credit policies and practices of nationwide 
manufacturers and distributors of feed and of the larger meat packers 
engaged in broiler production and marketing. Upon the basis of such 
complaints extensive hearings were held at which witnesses were heard 
representative of all phases of the broiler industry. These witnesses 
included officials of the United States Department of Agriculture 
representatives of large and small feed manufacturers, large and small 
primary breeders and hatcheries, large and small processors, inde- 
pendent producers and ‘contract growers” of broilers and others 
interested in the broiler industry. 

The substance of the complaints from small and independent 
businessmen and ups in the industry alleged that the present 
overproduction and ‘decking prices were due to unfair tactics and 
practices which had the effect of driving the independents out of the 
industry. It was alleged that the alternatives for the independents 
were either some form of “‘integration’’ or “contract growing.”” Dis- 
satisfaction concerning the state of the broiler industry was voiced 
not only by the independents but by some of the larger business 
organizations who felt they were forced into unwholesome practices 
by their competitors. Government officials also expressed concern 
sivas conditions in the broiler industry. 


THE BROILER INDUSTRY 
Development 

The modern broiler industry has achieved its present status in a 
matter of two decades. Its development and expansion is additional 
evidence of American ingenuity and enterprise. Gone are the days 
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when chickens from the farm were a small residue of farm income. 
In less than two decades the modern broiler industry has grown 
from an individual and sectional endeavor to a nationwide industry. 
Production of broilers, instead of being counted in the millions, is 
now counted in the billions. 

The broiler industry is not an accident in our industrial complex; 
it has been brought to its present state of importance by the ingenuity 
and industry of many thousands of persons who have sought > con- 
stant improvement of the “bird” itself to gain increasing accepta- 
bility in the American home. Chicken is not something we eat only 
on Sunday anymore; broilers are on the American housewives’ table 
almost every day of the week and every month of the year. The 
broiler industry, as an important adjunct to the food supply of our 
Nation, is not only worthy of the consideration of all concerned with 
the industry but worthy of the concern of the Congress and the 
executive branch of our Government. 

In testimony before the subcommittee Hermon I. Miller, Director, 
Poultry Division, Agricultural Marketing Service, Department of 
Agriculture, had this to say, in part, about the growth of the broiler 
industry: 


The poultry industry of the mid-20th century contrasts 
sharply in many important ways with the industry of one or 
two generations ago. In 1920, chickens were raised on more 
than 5.8 million farms, or about 90 percent of all farms in 
the United States. Farm poultry enterprises were almost 
entirely sideline operations maintained primarily to furnish 
farm families with eggs. * * * The commercial broiler in- 
dustry had not yet been born. * * * 

It has often been said that changes within the poultry 
industry, and particularly in the broiler and turkey industries, 
have been more dramatic than in any other segment of our 
agricultural economy. * * * 

* * * The reasons are many, but basically two factors 
predominate: First, has been the impetus on production 
caused by the tremendous increase in the consumer demand 
for poultry and poultry products. * * * 

The second basic factor * * * has been the great strides 
made in efficiencies of production. * * * 

* * * Commercialization in the poultry industry is thus 
primarily the effect of increases in consumer demand and 
improvements in production efficiencies. 

* * * The farm income from poultry and poultry products 
is third in importance in all of agriculture. In recent years 
the income to producers has approximated $3% billion. 

Although the production of poultry has increased dramat- 
ically over the last decade, the number of farms producing 
poultry has declined. For example, between the census of 
1949 and that of 1954, only a 5-year period, the production 
of chicken meat increased 25 percent, while the number of 
farms selling chickens decreased 41 percent. * * * 

The segment of the poultry industry which has developed 
most rapidly has been the production of broilers. Produc- 
tion has increased at a rate of approximately 20 percent a 
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year since the industry’s early development in the mid- 
1930's. * * * 

* * * Primary credit belongs to the alert and enterprising 
farmers, processors, distributors, and manufacturers of equip- 
ment for poultry farms and plants who have forged ‘ahead 
applying new knowledge to old problems with imagination 
and industry (Hermon I. Miller, pp. 3, 4, and 5, hearings). 


Finally, Mr. Miller, after detailing many aspects of the broiler 
industry, including the tremendous genetical and technological im- 
provements, expressed his faith in the future and concluded that: 


* * * The principal concern of this committee, and of 
everyone interested in the welfare of the poultry industry, 
is how to achieve some degree of stability in the industry so 
that those who produce and market poultry can enjoy a good 
living (Hermon I. Miller, p. 10, hearings). 


Therefore, an objective study of the modern American poultry 
industry begins with the broiler—the meat-type chicken (often called 
fryers) which has become a staple item of every independent grocer 
and supermarket. Industry spokesman often say that the new 
“factory’’ methods for growing and marketing broilers are the pattern 
for current and future developments in all types of poultry and egg 
production. This trend was confirmed by the Department of Agri- 
culture when, in reply to a question, Mr. Miller said: 


I think we are moving in the direction of what might be 

called a factory meat production system (Hermon I. Miller, 
p. 30, hearings). 
Prices and production 


Despite year-to-year fluctation in production and prices, the decade 
prior to 1956 was—in total—a period of prosperity and growth for 
the broiler industry. 

In 1956, however, a serious supply-demand imbalance led to a 
22-percent drop in prices which resulted in a loss of at least $30 
million to the American broiler producers. The unfavorable broiler 
price situation of 1956 continued through 1957, eliminating many 
smaller producers and business concerns from the broiler industry and 
posing serious financial problems for even the more substantial opera- 
tors. 

Testimony before the subcommittee revealed: 

(1) One of the casualties of continuing low price levels has been the 
broiler producer’s reliance on a “‘free’’ market. Less than 10 percent 
of the 50,000 broiler-house owners are small-business enterprisers 
today. More than 90 percent of the American broilers are grown 
under contract (mostly on a fixed fee piecework wage basis). 

(2) Supercontractors (feed manufacturers or dealers, hatchery 
owners, processing plant owners, etc.) are primarily the policymakers 
in the modern broiier industry. 

(3) A sharp controversy over “contract growing”’ and “integration” 
had produced internal dissension within the industry at.a time when 
cooperation and singleness of purpose were essential to the industry’s 
economic well-being and future expansion to keep pace with a growing 
demand as the population increases. 
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Hearings 

The printed transcripts of the subcommittee’s hearings afford a 
wealth of material from all points of view on all phases of the industry. 
Among the subjects covered, for example, are financing (credit and 
capital), types of growing contracts, types and extent of integration, 
trade practices in the distribution of feed, the history of insurance 
plans, regional problems, production and distribution of eggs, and 
many others. Members of the industry and students of the industry’s 
problems should find these hearings most useful in making any analysis 
of the poultry industry as it is presently constituted. 


SALIENT POINTS OF TESTIMONY 


The subcommittee has reviewed the testimony of some 63 witnesses 
who appeared before the subcommittee or submitted statements. In 
addition it has reviewed comprehensive statistical data compiled by 
the subcommittee staff as well as the hundreds of letters received from 
interested individuals. On the basis of this record the subcommittee 
directs the attention of leaders in the broiler industry and Government 
officials to the following points of the testimony which are pertinent 
and important: 


1. The broiler industry has a prime salable product in great demand 
which should command its true value in the market place 

The subcommittee has received no evidence that consumers de- 
manded the below-cost bargain prices on broiler meat in 1956-57. 
Americans like broiler meat. Americans were paying comparatively 
higher prices for other commodities while they were getting lower 
prices on broilers. 

A key determinant in meat consumption, generally, is expendable 
income of consumers which was at record levels in 1956 and 1957. 
Broiler meat consumption does not seem to increase appreciably with 
lower prices or to decrease with higher prices. In fact, per capita 
consumption has increased steadily for many years. For example, 
from 1946 through 1956 the per capita consumption rose from 4 
pounds to 16.6 pounds. In 1956, the consumption of broiler meat 
increased 3.1 pounds over the 13.5 pounds per capita for the year 
1955. In 1948 the per capita consumption increased over 1947, while 
prices to producers increased 3.7 cents per pound. A similar price 
increase occurred in 1952 with increased consumption over 1951. 
Increased public acceptance of a greatly improved product resulted in 
popaeeable overall per capita consumption increases after World 

ar IT. 

The broiler industry has a good product and the American consumer 
buys it in quantity. 

If we have so much money tied up in our product, there is 
no reason why sufficient money cannot be obtained from that 


product that will pay everybody’s way (John Hergreaves, 
p. 148, hearings). 


2. The fundamental problem of the broiler industry is orderly production 
and marketing 
Any manufacturer, large or small, must have some overall Reece, 


tion goal, based on previous years’ demand plus calculations of chang- 
ing market conditions. 
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The subcommittee hearings reveal that despite the present informa- 
tion service available through the USDA, there seems to be a genuine 
need for a more coordinated effort for the broiler industry (1) to estab- 
lish an overall production objective, translated into monthly produc- 
tion targets for the various broiler areas; and (2) to adjust output to 
seasonal demand. 

It developed that there are some 50,000 broiler producers, and be- 
cause of decentralization coordination is made more difficult, but not 
impossible. 

Testimony revealed that ‘contract growing” and “integration” 
have resulted in concentration of production in fewer hands, and wit- 
nesses stated that this situation should have led to more orderly pro- 
duction and marketing but that the result has been just the opposite. 

The subcommittee received substantial evidence that the broiler 
industry has now reached the point where it must seriously consider 
ways and means of stabilizing production. 


* * * The demand has been terrific but the production is 
way ahead of it (Jacob Furman, Hampton, Mass., p. 140, 
hearings). 


3. The broiler industry is not adjusting to seasonal demand 


Testimony before the subcommittee based on USDA studies reveals 
that for every 250 frying chickens that can be sold in July, about 140 
can be sold in December without “forcing” the market. 

Further testimony indicated that contract growing makes it ex- 
tremely difficult for the industry to adjust the broiler supply to the 
seasonal fluctuations of demand. Witnesses asserted that there is 
no difference between what the broiler-house owner receives for birds 
grown in summer months when market prices are higher, and what 
he receives in the fall and winter when a portion of his broiler house 
capacity should be idle. Thus, industry members say that contract 
growing supplants orderly production and aids the natural desire to 
produce at full capacity the year around. 

Hence, the urgency of major feed suppliers for increased production 
irrespective of the ability of the market to absorb the oversupply, 
created the basic problem in the industry, namely, contract growing. 
It became a matter of ‘‘feed tonnage’’ rather than orderly production 
of broilers seasonably geared to the market. 

The consensus was that the contract growing system runs into 
basic obstacles for broiler-house owners when it operates at peril-point 
minimum levels, on a guaranteed piecework fee pattern. The guar- 
antee is not sufficiently onerous to discourage the contractor; but it is 
at a level which forces broiler-house owners to seek contracts in order 


to operate their houses at full capacity throughout the year to make 
ends meet. 


4. Contract growing as presently practiced is aggravating the supply- 
demand imbalance and probably creates as many problems as the 
system was intended to solve 


The record of the hearings demonstrated that complete production 
integration is still rare in the broiler industry. Outstanding examples 
exist in Georgia and in Maine, but few individuals or companies have, 
as yet, completely integrated all the functions of production, growing- 
feed manufacturing, processing, and marketing, under one ownership. 
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The present integration stage in the broiler industry is predomi- 
nantly accomplished through contract wing. As previously 
pointed out, more than 90 percent of a Veotan produced in the 
United States are grown under contract. 

The record indicates that some members of the industry look upon 
contract growing of broilers as subcontracting. However, the broiler 
house owner is not a subcontractor in the accepted sense. In most 
instances, he merely leases out his broiler house and hires out his 
labor to a contractor, on a piecework fixed-fee basis. At current 
levels, the fee is barely enough to cover wages and provides very little 
rental payment for the broiler house. Many witnesses indicated that 
the fee was not enough to cover realistic depreciation and normal 
upkeep. 

The. contract growing system, as it has evolved in the broiler 
industry, was characterized as a most unique and a most unnatural 
economic phenomenon: The worker builds a factory in order to get a 
job in the factory. The factory is operated by a hatcheryman, feed 
dealer, or processor. 

Proponents of contract growing contended that it reduces cost of 
production one-half cent to 1 cent per pound. However, the assump- 
tion was advanced that a fair comparison of costs between independent 
growers and wage-earner growers cannot be made because contract 
growing on a piecework wage basis is a relatively new development in 
the industry. 


We have no delusions, or anything, that our growers are 
getting a complete return on their investment at the present 
basis of operation (Don Corbitt, p. 133, hearings). 


I would be in favor of anything that would equalize the 
labor cost * * * (Frank Lipman, p. 130, hearings). 


It is significant that the largest integrated producer in the United 
States wants to get out of contract growing, because ‘“‘the growing end 
is getting unprofitable” (J. D. Jewell, p. 231, hearings). 

hus, according to witnesses before the subcommittee, whatever 
the merits or demerits of contract growing and integration, it has 
septa reached its pa proportions because broiler prices to 
independent producers have frequently been less than bare costs of 
production. If the chances for profit were a little better, many 
growers would return to independent risk-taking operations, even 
though many might still prefer the security of the piecework wage. 


5. One of the basic problems in maintaining broiler supply-demand 
balance is the highly competitive expansion that has occurred in 
primary breeder operations 

The subcommittee was told by numerous witnesses that “‘if the 
chicks are hatched, they’ll find a home somewhere’”’; and the broiler 
chick hatchery business starts with the primary breeder. 

The subcommittee was told that the source of all the 1% billion 
broilers produced in the United States are the prim breeders; 
and today, 2 breeder farms control 75 to 85 percent of all the female 
line chicks produced, and 2 other breeder farms control 80 to 90 percent 
or more of the male line chicks produced. The Department of 
Agriculture gets reports of ‘“‘placements” from 10 prim breeder 
farms and feels that the 10 cover the whole broiler chick picture. 
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With this growing concentration of broiler chick breeding (it could 
change very rapidly, if some new firm developed a superior line), and 
with the concentration of broiler production in certain geographical 
areas, the number of hatcheries has declined from 11,405 in 1934 to 
5,031 in 1956. Yet, incubator capacity has almost doubled in that 
same period. 

On the basis of information supplied the subcommittee by primary 
breeders, it would appear that 80 to 90 aoe of the hatchery 
business in broiler chicks today is done by only 600 hatcheries. Some 
40 to 50 percent of it may be in the hands of only 50 to 100 hatcheries. 

The subcommittee study revealed that the “battle of the giants’ 
at the top of the Pron breeding structure has had the breeding 
farms bulging at the seams with heavy-laying hens, now producing 
more eggs per year than ever before in history. Surplus chick situa- 
tions dnrdped in 1956 and 1957. 

When faced with a surplus of chicks, the hatchery can (1) destro 
them, or (2) grow teen Ei most instances, the subcommittee learned, 
the hatchery becomes a contractor and broiler houses are operated at 
full tilt, regardless of consumer demand. This is another part of the 
contract growing system. 

In executive study sessions, the subcommittee heard representatives 
of the leading primary breeder operations and was told: (1) The 
primary breeder must plan his production at least 2 years ahead and 
each wants to be ready for chick orders, so the tendency is constantly 
toward a slight chick surplus; and (2) primary breeders get full price 
for their “seed stock,” whatever the supply-demand situation or 
market price of dressed broilers. 

The subcommittee received testimony that, in 1957, some prim 
breeders raised prices on breeding stock while the rest of the broiler 
industry was it price declines. However, as the subcommittee 
was informed, any prolonged depressed market on dressed broilers 
affects the primary breeder in that it reduces his sales volume eventu- 
ally and can make his own growing operations financially hazardous. 

it was apparent to the subcommittee that primary breeders are 
highly competitive, each trying to develop the “super strain” meat 
chicken; and the incentive to keep breeder flock numbers at ever- 
expanding levels is tremendous. 

“Re orts before the subcommittee indicate that the major primary 
breeders have steadily increased their breeding flock numbers sub- 
stantially every year for the last 4 years. Whatever temporary reduc- 
tions were made in breeding flock numbers during that period have 
been made by breeder farms doing only a small percent of the total 
industry volume. 


6. Expanded supply of broilers in recent years has frequently placed 
broiler growers 2; processors at the mercy of the buyers i the 
market place 

The subcommittee was told by witnesses that the seller’s position in 
the market place has changed entirely in recent years and that buyers 
are “dictating to the processor.”’ 

A leading broiler processor told the subcommittee that large chain- 
store buyers frequently tell processors that they are “going to give 

ou a price based on a 17-cent market” and processors go out and buy 
ive bird at 17 cents or less. 
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The “chain reaction’’ that frequently occurs in the dressed bird 
market and depresses prices in one broiler area after another was de- 
scribed by one witness: 


Here is what buyers will do—they will go to Arkansas 
and * * * if Arkansas is 1 cent below Georgia, it won’t be 
long before Georgis is on the same level, and so forth. 


Witnesses pointed to Delmarva as an area of competitive buying, 
‘where they go and look at the chickens and see the grade and size,”’ 
and characterized the Delmarva Live Poultry Auction Growers’ Ex- 
change at Selbyville, Del., as ‘‘an honest market and a very good way 
of determining the value of poultry at farm levels.” The Delmarva 
area appeared to be the only area that has adopted the auction grow- 
ers’ exchange idea, however. 

According to the testimony, a few attempts have been made to 
establish a competitive public market for dressed broilers, similar to 
the grain exchange or mercantile exchange, but none has so far suc- 
ceeded. One witness was of the opinion that Federal Government 
grading and inspection would make broiler meat more of ‘‘a standard 
product” on which to base such an operation. 

But, generally speaking, it was the testimony of witnesses that 
both live bird and dressed broiler prices in recent years have fre- 
quently reflected buyer domination in the market area, and prices 
paid are not always a true reflection of supply-demand situation. 


FINDINGS AND CONCLUSIONS 


1. The subcommittee finds that “contract growing” and “integration” 
raise serious questions affecting the national interest 


Just how far a single ownership should go in owning and controlling 
all functions of an industry from the original raw product to placing 
it in the hands of the consumer is a question that has interested our 
Government since the turn of the 20th century. 

Carried to its ultimate potential, widespread complete integration 
of manufacturing, processing, and distribution could turn the business 
community into one of a few employers and a nation of employees. 

Anyone who believes in small business and the right of every Ameri- 
can to own his own business and be his own boss could not look with 
favor on excessive concentration of industrial control in the broiler 
industry. 

In some industries, large concerns are essential because industrial 
effectiveness requires tremendous outlays of capital, comprehensive 
research facilities, and sizable administrative organizations. 

However, the subcommittee is of the firm opinion that the broiler 
industry is an industry where small business can perform any neces- 
sary function as efficiently as a giant concern. 

Normal capital requirements are well within the small business 
range. Production units are separate and decentralized. Small 
business played a significant part in building the broiler industry and 
should be permitted to stay in the industry as independent business 
entities. 

The subcommittee finds that certain integration practices in the 
+ ge industry possibly may be in violation of existing antitrust 
aws. 
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A complaint to the committee raises the question: Is it discrimi- 
natory pricing when a feed manufacturer sells his feed to one broiler 
grower (a franchised feed dealer) at a wholesale price but insists that 
another broiler grower (a farmer) pay a higher price? 

Another complaint to the committee asks: When a person is hired 
by a manufacturer or the manufacturer’s local agent to grow broilers 
in a building leased by the manufacturer, is not this person just as 
much an employee of the manufacturer as an individual who drives 
a truck or sits behind a desk at the manufacturer’s home plant? 


2. Traceable Government financing of broiler houses amounted to about 
5 percent of total production expansion in the period 1953-56 
The charge was made to the subcommittee that Government agen- 
cies were responsible for the vast expansion of broiler production in 
recent years. 
Based on reports of the Federal Housing Administration, the Farm- 
ers’ Home Administration and other Federal lending agencies involved, 
the subcommittee compiled the following information: 





Increase in Increase 
number of traceable to Increase 
Year broilers Farmers’ traceable to 
raised | Home Ad- FHA title I 
ministration 
kg oats eiectant on Soncnanssinseer stain hcibeteoeaaan na — ee So ee 
OE er OO og kn dain pincaribilw aes cues anand 99, 000, 000 | 895, 950 2, 000, 000 
TUOU GUC WR isos. i ics cceccdden ences akandelall | 44,000, 000 | — é joes 
1 10, 000 
ens ons WK oe ee eee 253, 000, 000 | 58 800 5, 700, 000 
+895, 930 4 +2, 300, 000 
1 534, 950 2 +2, 000, 000 
SW, . ncrhetareekntuthitpnveeminngslessgeiniiaal 5 396, 000, 000 6 4, 858, 350 ? 16, 300, 000 








1 Carryover new production resulting from broiler housing built, 1954—assuming houses’ capacity utilized 
fully in subsequent years. 


2 Carryover 1954. 

3 Carryover housing built 1955, assuming full utilization subsequent year. 
4 Carryover 1955. 

5 100 percent. 

61.2 percent. 

7 4.1 percent. 


While it is obvious that Government money (loans) accounted for 
only a fraction of the total new production, Senator John J. Williams, 
of Delaware, bad an excellent point when he said he was— 


amazed to find Government money pouring into an overex- 
panded industry, in contradiction of an announced depart- 
mental policy. 


The subcommittee suggests, however, that there should be a delinea- 
tion between “construction” loans and “operating” loans, Govern- 
ment money for broiler ‘‘factory” construction when such construc- 
tion is inadvisable is contrary to the best interests of the broiler 
industry; but well-supported production loans for supply needs do 
not actually increase broiler production. If the “factory” owner does 
not get a Government loan, he can certainly get credit from suppliers. 
This raises the question: Is it better for him to borrow from a Gov- 
ernment agency and buy his supplies at competitive prices or go in 
debt to suppliers? 

The subcommittee adheres to the principle that sound credit is 
always desirable whatever the source. However, credit which by its 
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very nature permits control of the borrower and the loss of his business 
independence is certainly unsound credit in the accepted sense. 
Thus the independent broiler grower, who because of indust 
recto finds himself in a position where his only recourse is throu 
is giant supplier, certainly loses his independence. This the sub- 
committee believes is detrimental not only to the individual but to 
the broiler industry and our total economy. The subcommittee also 
believes that excessive credit which has the effect of producing beyond 
market demand—hence, beyond consumer demand—is detrimental to 
our economy. ‘This has been the case in the broiler industry and is 
particularly applicable to the contract-growing phase of the industry. 


RECOMMENDATIONS 


The subcommittee feels that there is substantial merit in the fol- 
lowing suggestions which have been submitted to the subcommittee 
by ideatee representatives: 

1. That the broiler industry attempt to formulate a program for 
orderly production and marketing. 

2. That the broiler industry and the Federal Government work 
together to utilize some of its temporary overproduction for a “‘sam- 
pling’ operation in selected foreign countries, to help stimulate 
foreign acceptance of American broiler meat and to improve the 
Nation’s foreign relations. 

3. That the broiler industry and the United States Department of 
Agriculture cooperate in promptly furnishing all broiler producers 
and breeder flock owners with dependable statistical information on 
seasonal variation in demand for broiler meat. 

4. That. so long as there is contract growing, the broiler industry 
take aggressive steps to improve and standardize contract policies: 
(a) agreements clearly indicate the portion of the fee that covers 
leasing of the broiler house and the portion covering payments for 
service; (b) agreements provide for leasing the broilerhouse for, at 
least, a full 12-months’ period, so that contractors may adjust produc- 
tion for all winter marketings without fear of losing the grower to a 
competitor. 

The subcommittee suggests that any contract form designed for 
general adaptability to the growing of broilers should contain ethical 
standards for the conduct of all factors in the industry. In a sense a 
standard contract applicable to the growing of broilers should be 
utilized not only as a contract between the grower and his principal 
but also as a statement of fair and equitable practices for the entire 
broiler industry. The subcommittee further suggests that if repre- 
sentatives from 4 or 5 of the principal growing areas, such as Con- 
necticut, Delmarva, Arkansas, and Georgia areas, could sit down 
together with the firm purpose of aadienline the unwholesome 
wactices in the industry, the entire industry would soon follow their 
ead. 

The subcommittee feols that the solution of many of the problems 
now besetting the broiler industry is within the purview of the industry 
itself. A standard growing contract so drawn that it will have general 
acceptability throughout the industry would undoubtedly provide a 
measure of industrial statesmanship which has been lacking in the 
industry. 
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5. Broiler chick hatcheries—with the assistance of the United 
States Department of Agriculture where appropriate should establish 
minimum standards on size of hatching eggs during any given period 
(i. e., a general standard of 22 to 24 ounce eggs, reducible, if necessary, 
to meet a condition of heavy demand for chicks). 

6. That the broiler industry seek assistance from the United States 
Department of Agriculture to find methods whereby dressed bird 
market quotations will reflect supply-demand conditions. (Whether 
it is done by a privately operated commodity exchange, by daily or 
hourly teletype communication among processors or by the USDA’s 
market reporting service, more accurate and more up-to-the-minute 
information on dressed bird prices is essential for a healthy broiler 
industry.) 

The subcommittee invites everyone interested in the welfare of the 
poultry industry to give serious consideration to these suggestions. 


COMMITTEE ACTION 


Further, the subcommittee has taken the following actions, based 
on its findings: 

1. The subcoindiieale first action was to sit down with representa- 
tives of the leading primary breeder hatcheries to encourage voluntary 
adjustment of baby chick supplies. An executive session hearing was 
held in Washington, August 1, 1957. 

All concerned were eager to cooperate and exchanged information 
and suggestions freely; but because of the highly competitive nature 
of the tnedie hatchery business, it became obvious that voluntary 
adjustments in broiler chick production are extremely difficult. 

2. Simultaneously, the subcommittee contacted leading feed manu- 
facturers, urging them to take aggressive steps to adjust broiler supply 
to demand. 

The American Feed Manufacturers Association contacted its 
members in July 1957, urging a slowdown in expansion of broiler 
plants. Several leading feed manufacturers voluntarily instituted a 
national campaign for supply adjustments and cutbacks in the fall 
of 1957; and it is the opinion of the committee that this voluntary 
effort was a healthy influence in the broiler industry picture in the 
first half of 1958. 

3. A complete transcript of the hearings and this report have been 
forwarded to the Department of Justice with a request that the 
Department study “integration” practices now existing in the poultry 
industry and report back to the committee its views on the legality of 
such practices under existing antitrust laws, 

4. A complete transcript of the hearings and this report have been 
forwarded to the House Committee on Agriculture and the Senate 
Committee on Agriculture and Forestry with a request that hearin 
be scheduled as soon as possible on any pending legislation that mi ht 
tend to help the poultry industry “achieve some degree of stability 
** * so that those who produce and market poultry can enjoy a 

ood living’ (Hermon I. Miller, Poultry Division, Agrioultatal 
Marketing Service, USDA, p. 10, hearings). 
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FINAL REPORT 


JANUARY 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Parman, from the Select Committee on Small Business, 
submitted the following 


REPORT 


[Pursuant to H. Res. 56, 85th Cong.] 





CHAPTER I. CREATION AND FUNCTIONING OF THE 
COMMITTEE 


Establishment and duties of the committee, 85th Congress 


On January 31, 1957, the House approved House Resolution 56. 
By that action the Select Committee on Small Business, House of 
Representatives of the United States, was created for the term of the 
85th Congress. House Resolution 56 clearly outlined the duties of 
the committee. They included the conduct of studies and investiga- 
tions of the problems of all types of small business. 

In addition to the conduct of studies and investigations of the 
problems of all types of small business, there is ‘olided among the 
duties of the committee that of assisting Members of the House in 
handling small-business problems confronting their respective con- 
stituents. The performance of this duty includes the collecting and 
giving to the Member all available pertinent information. In per- 
forming this task, it is usually necessary to hold conferences with 
appropriate officials in the executive branch of the Government and 
frequently this results in ironing out misunderstandings and eliminat- 
ing redtape. A major portion of this work involves matters relat- 
ing to Federal Government procurement and to applications for small 
business loans. However, the work covers a great variety of small- 
business problems in which Members of the House and their con- 
stituents are assisted. 


History of the House Small Business Committee 


The Members of the House have long recognized the need for a 
Small Business Committee. By the middle of 1941 many Members 
of Congress had become convinced that the Nation’s defense effort 
was being misdirected in relation to the independent small-business 
men. Thousands of small manufacturers possessing plant equipment 
and capable of producing supplies usable in the defense of the country 
had been unable to obtain contracts for the furnishing of such sup- 
plies. It was obvious that a Committee on Small Business could 
prove of valuable assistance to Members of Congress in locating and 
reporting on situations in which small and independent businessmen 
were not only being discriminated against but where there was failure 
to properly use their capabilities in the interest of the Nation. Con- 
sequently, in August 1941, the Honorable Wright Patman introduced 
a resolution in the House of Representatives to create a “select com- 
mittee to conduct a study and investigation of the national defense 
program in its relation to small business in the United States.” On 
December 4, such a select committee was formally created and was 
designated “The Committee on Small Business of the House of 
Representatives.” 

he membership of the committee was selected by the Speaker, Hon. 
Sam Rayburn, and consisted of Representative Wright Patman 
(Democrat, Texas), chairman, and Representatives Alfred L. Bul- 
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winkle (Democrat, North Carolina), Edward A. Kelley (Democrat, 
Illinois), William J. Fitzgerald (Democrat, Connecticut), Charles A. 
Halleck (Republican, Indiana), Leonard W. Hall (Republican, New 
York), and Walter C. Ploeser (Republican, Missouri). 

Thus, the House Small Business Committee originated during the 
77th Congress. It has been re-created at the beginning of each succeed- 
ing Congress for the purpose of studying and investigating the prob- 
lems of all types of small business “existing, arising, or that ma 
arise.” In that role it has served as a “watchdog” not only for small 
business but also the public interest generally. 

The committee’s achievements down through the years are matters 
of record. Countless representatives of small business graciously and 
kindly have expressed their gratitude for the work of the committee in 
assisting Congress and promoting the passage of legislation in the 
interest of small business. 

It is the purpose of this report to give an accounting of the work of 
the committee, to set out what the committee believes to be the major 
problem confronting small business, and to set out the committee’s 
recommendation for dealing with these problems. 


The committee’s program during the 8th Congress 

At the outset the committee provided in its program for the per- 
formance of its primary function, the investigation of specific prob- 
lems referred to the committee by Members of the House. As has 
been noted, this included giving assistance to Members of the House 
in solving small-business problems of their constituents relating to such 
things as Federal procurement contracts, Small Business Admin- 
istration loan applications, business practices which may be violative 
of Federal antitrust or trade regulation laws, etc. 

In addition, the committee at the beginning of the 85th Congress 
committed itself to make an investigation of small-business problems 
said to exist as a result of monopolistic conditions in the iron and 
steel scrap industry. In that connection, it had been alleged that 
monopolistic conditions and practices in that industry—and in the 
buying of the products of that industry by European and Japanese 
purchasers through the offices of two foreign cartels—were closing 
the doors to opportunities for small-business concerns to compete 
and were thereby threatening their existence. 

Also from the very beginning of the 85th Congress it became the 
objective of the committee to determine, if possible, how well the 
private financial institutions have been serving the long-term financ- 
ing needs of small business. The committee announced that in such 
study, one of the things it would want to look into would be the extent 
to which boards of directors of the big financial institutions and the 
big industrial and commercial corporations are interlocked, and how 
such interlocking boards affected the ability of smaller and commer- 
cial companies to obtain long-term financing. 

The program called for the full committee to continue watchfulness 
over trade practices having probable adverse effects on small business. 
Of course, this involved proposed investigations and studies of the 
practices of price discrimination in many areas and in different 
industries. 
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The committee realized the need for close study of the impact of taxes 
on small business. It directed that attention be given to this problem 
and that bills be prepared for introduction by members of the commit- 
tee which would provide a measure of tax relief for small business. 

The chairman appointed six subcommittees to investigate and study 
small-business problems in particular areas. These included the in- 
vestigation and study of— 

1. enforcement of laws directly affecting small business ; 

2. operations of the Small Business Administration and Gov- 
ernment procurement policies ; 

3. small-business problems in the production, distribution, and 
use of basic metals and raw stindions lp 

4, small-business problems in the aircraft manufacturing 
industries ; 

5. small-business problems arising from practices in the field 
of distribution of products; and 

6. small-business problems in the food industries. 

Subsequently a special investigating subcommittee was appointed by 
the chairman to hold hearings and to report on alleged practices of 
price discriminations in the dairy industry. 








CHAPTER II. INTERLOCKING DIRECTORS AND OFFICERS 
AMONG THE TOP FINANCIAL COMPANIES AND OTHER 
MAJOR FINANCIAL AND NONFINANCIAL COMPANIES 


As part of its study of the financing problems of small business 
during the 85th Congress, the committee gave some attention to the 
interlocking directorates and offices of the major financial, industrial, 
and trade firms in the country. 

The previous several years had been ones of tremendous business 
growth and record levels of investment in new business facilities of 
all kinds. This expansion seemed to have been, however, predomi- 
nantly an expansion of the giant firms of the country. At the same 
time that this capital expansion was taking place small-business firms 
were, almost without exception, severely restricted in their ability 
to obtain capital. Indeed, there were many complaints that small 
businesses could not obtain sufficient financing to carry their inven- 
tories or to meet their other financial requirements at already existing 
levels of operations, to say nothing of obtaining capital for expansion. 

Yet, the larger corporations seemed able to obtain generous amounts 
of capital with relative ease and to have their needs for new capital 
equipment underwritten by others. For example, along with the 
general population movement to the suburbs which has been taking 
place in recent years, and the appearance of large supermarkets in 
the suburban areas, many of the more alert and aggressive inde- 
pendent grocery operators sought to keep pace with the times and to 
find ways of financing supermarket buildings, with auto-parking 
areas and the other attendant facilities. 

The general experience was, however, that small firms could not 
obtain financing for such operations, or at best, could obtain only 
mortgage loans to cover perhaps 40 to 60 percent of the anticipated 
land and building costs. Some of these operators reported that the 
big grocery chains, on the other hand, were able to have supermarkets 
built and made ready for their occupancy only by signing a long-term 
lease, and making no capital outlays at all. Somewhere, large finan- 
cial resources were being tapped to build these new units. 

Similarly, when hearings by this committee were being held on the 
small-business problems in the poultry industry, it was found that 
some of the large milling and feed companies were making large 
capital outlays to integrate poultry production with the feed-mill 
business. In at least one instance, according to the financial press, one 
of the big life insurance companies had extended financing to one of 
the top mill-feed corporations, and on very favorable terms. 

What were the reasons for this seeming preferential status of the 
large corporations with the financial institutions? To what extent 
were the managements of the financing institutions and industrial 
corporations the same? Is there a basis for preferential treatment in 
the fact that the same individuals serve as officers or directors of both 
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the finance house and the industrial corporation? Certainly, many 
people have thought so. Thus, in its final report in 1941, the Tempo- 
rary National Economic Committee quoted from an earlier message of 
President Roosevelt’s that : 


Interlocking financial controls have taken from American 
business much of its traditional virility, independence, 
adaptability, and daring—without compensating advantages. 


And further: 


That heavy hand of integrated financial and management 
control lies upon large and strategic areas of American 
industry. The small-business man is unfortunately being 


driven into a less and less independent position in American 
life. 


Similarly, the Federal Trade Commission sent to Congress, in 1951, 
a report on interlocking directorates, saying : 


Interlocking directorates between buyers and sellers are 
inconsistent with the arm’s-length dealings that prevent 
favoritism and assure equal access for other enterprises. * * * 
An interlocking directorate between an industrial corpora- 
tion and a bank may establish preferential access to credit for 
the industrial corporation. 


In order to obtain some indication of the prevalence of interlockin 
directorates and managements between and among the large financia 
companies of the country, and the prevalence with which these com- 
pa share directors and officers in common with the major non- 
inancial companies, a compilation of such “interlocks” was prepared 
for some 135 of the top financial institutions of the country on the 
basis of normally reliable commercial directories for the year 1957.2 
The focus of these compilations is, as was stated in the committee’s 
“preliminary” report :? 

upon the interlock relationships between the large financial 
firms—those firms that manage the lending or investment of 
large amounts of money—on the one hand, and firms in the in- 
dustrial, commercial, and other fields, which are, of course, the 
users of credit and equity capital. 


It was not, of course, expected that such a listing of interlocking 
directors and managers would in any wise establish all of the ible 
bases for preferential access to financing—or, conversely, preferential 
outlets for financial resources. On the contrary, it has been recog- 
nized that interlocking directorates are only one of several kinds of 
interrelationships between corporate managements which may serve to 
bring about or maintain “community of interests” between particular 
users and suppliers of financial resources. Thus, after making an ex- 
tensive study of such interrelationships, including the patterns of 
interlocking directorates which prevailed in 1935, the National Re- 
sources Committee in its 1939 report on The Structure of the American 
Economy commented : 


1 The principal sources are Moody's Investor Service and directories published by Stand- 
ard & Poor’s Corp. 

2Interlocking Directors and Officers of 135 Large Financial Companies of the United 
States, Pt. I, H. Rept. No. 1278, 85th Cong., 1st sess. 
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* * * there is a great deal of interrelationship between 
corporate managements. Partly through interlocking di- 
rectorates, partly through activities of the major financial 
institutions, partly through particular interest groupings, 
partly through firms rendering legal, accounting, and similar 
services to the larger corporations, and partly through inter- 
corporate stockholdings, the managements of most of the 
larger corporations are loosely brought together in what 
might be called the corporate community.® 


The method adopted by the House Small Business Committee in 
making its compilations was first to list the individual officers and 
directors of a selected number of the largest companies in each of 
several financial fields, such as banking, Tife insurance, investment 
banking, and others. The top financial companies in each of these 
respective fields came to 135 in number and are said to form the “base” 
of the study. 

The rosters of directors and officers of the top financial firms in 
several fields were examined, the number of firms in each field being as 
follows: 


The 35 largest commercial banks. These had deposits totaling 
$66 billion, or 34 percent of all deposits of all commercial banks 
in the country. 

The 20 largest mutual savings banks. These had deposits total- 
ing $11 billion, or 37 percent of all deposits in mutual savings 
banks. 

The top 20 life insurance companies. These had “admitted 
assets” of $74 billion, or 77 percent of the total for all life insurance 
companies. 

The largest 20 fire and casualty insurance companies. These 
had assets of $7 billion or 32 percent of all the assets of such 
companies. 

The top 20 investment trusts. These had assets of $10 billion, 
or 67 percent of all the assets of all the private investment trusts 
in the country. 

The top 20 investment banking firms. 


In the case of the investment banking firms it was not possible 
to measure their portion of the total investment banking business, 
but some indication of their importance can be had from the following: 
The largest of the 20 firms participated in the underwriting manage- 
ment of 26 percent of all the new securities issues underwritten by 
investment bankers in 1956. 

A second step in making these compilations was to choose the largest 
companies in a number of other fields and compare the names of their 
directors and officers with the directors and officers of the 135 “base” 
companies. In selecting the companies in these latter fields, moreover, 
the list of financial companies was widened somewhat, so that inter- 
locking relationships between the 135 top financial companies and 
other large financial companies might also be listed. Altogether, the 
rosters of officers and directors of the 135 top financial companies were 
compared with the rosters of officers and directors of a number of the 
largest companies in each major field of business, as follows: 


® National Resources Committee, The Structure of the American Economy—Pt. I, Basic 
Characteristics, p. 158. 
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100 largest commercial banks (based on deposits as of Decem- 
ber 31, 1955, adjusted to take account of 3 mergers that took place 
in 1956). 

100 largest mutual savings banks (based on deposits as of 
December 31, 1955). 

100 largest life insurance companies (based on admitted assets, 
on December 31, 1955). 

100 largest fire and casualty insurance companies (based on 
“admitted assets” as of December 31, 1955, adjusted to take ac- 
count of two mergers that took place in 1956). 

100 largest investment companies (based on assets as of Decem- 
ber 31, 1956). 

50 leading investment banking firms (based on participation 
in underwriting of corporate securities during the first half of 
1956, adjusted to take account of the merger of Union Securities 
Corp. and Eastman Dillon & Co. to form Eastman Dillon, Union 
Securities & Co.). 

16 bank holding companies which report to the Securities and 
Exchange Commission. (One company which reports to the 
SEC, the Transamerica Corp., has been treated as an investment 
company for purposes of this report.) 

25 leading finance companies (based on assets as of December 
31, 1955). 

60 largest railroad and railroad holding companies (includ- 
ing the following: the 50 largest class I United States railroads 
based on cost of Pepe less depreciation, as of January 
31, 1955; 7 top railroad holding companies; 2 Canadian com- 
panies; and the Pullman Co.). 

15 largest airlines (including 3 all-cargo airlines, based on 
assets as of December 31, 1955). 

15 largest petroleum and natural gas pipeline companies (based 
on assets as of December 31, 1955). 

40 other transportation companies—including water, truck, 
bus, and transit companies (based on assets as of December 31, 
1955). 

45 largest gas and electric utilities (based on assets as of De- 
cember 31, 1955). 

50 largest merchandising firms (based on sales in 1955, as re- 
ported in the Fortune Magazine Directory of the 500 largest in- 
dustrial corporations in the United States, 1956). 

38 communication companies—including radio and television 
networks, newspapers, periodicals, and motion picture companies 
(all such companies for which interlocking directors and officials 
with the 135 “hase” companies were apparent. ) 

34 leading oil companies (selected from the Fortune Directory 
of the 500 largest industrial corporations in the United States, 
1956 and the Federal Trade Commission “Report on Industrial 
Concentration and Product Diversification in the 1,000 Largest 
Manufacturing Companies, 1950.” 

920 largest manufacturing and mining companies (selected on 
the basis of assets). 


_ Thus, after eliminating a few firms which were found to be sub- 
sidiaries of others on the list and a few which were merged after the 
source references were published, rosters of the officers and directors 
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of some 1,802 of the larger firms of the United States were examined 
for instances where these firms shared officers or directors in common 
with 1 or more of the 135 top financial firms of the country. It was 
found that these top financial companies are “interlocked” with the 
larger firms of American industry and finance to a remarkable degree. 

n fact, the degree to which the top financial companies were found 
to be interlocked in and among themselves is quite remarkable. 

Of the 135 “base” companies in the study, 107 shared at least 1 
officer or director in common with another of the 135 “base” com- 

anies. And it could be added that; in most instances where two of the 
“base” companies had directors or officers in common, this was not 
limited to a single individual, but, rather, several individuals were 
serving both companies. 

Among the 35 commercial banks, 32 were interlocked with one or 
more of the other 135 top companies. Of the 20 mutual savings 
banks, 19 were interlocked with one or more of the other top financial 
companies. Of the 20 life insurance companies, 18 were interlocked 
with one or more of the other 135 companies. Of the 20 fire and 
casualty insurance companies, there were also 18. Among the 20 
investment companies, 11 were interlocked with at least 1 other com- 
pany. And, of the 20 investment banks, 19 had interlocks with one 
or more of the other 135 companies. 

Turning, then, to the longer list (1,667) of manufacturing, commer- 
cial, utility, and other “nonbase” companies, it was found that 905 
shared directors or officers with one or more of the 135 top financial 
companies. The number of companies having officers and directors 
in common with one or more of the 135 top financial companies is 
shown, by industry classes, in table I, below. 





TasLe I.—Number of companies for which interlocking connections are shown 























Base companies Nonbase companies 
Type of Company Number Number Number 
Total interlocking | interlocking | Total | interlocking 
number | with other with other | number | with base 
companies base com- companies 
panies 
West bebe atts cedbbise desc. ded 135 134 107 1, 667 905 
Commercial banks... -................-- 35 35 32 62 32 
Mutual savings banks-_-__.........---..-- 20 20 19 80 38 
Life-insurance companies---..._--..-.-.- 20 20 18 80 32 
Fire and casualty insurance companies_. 20 20 18 78 54 
Investment companies.................. 20 20 11 80 49 
Investment bankers. -------.----- saa 20 19 9 29 
Manufac et ARMM nde sedin iw id ecdbasewsses ty oak ck ope poten het mnie 920 447 
Bank holding companies. -- ---- in . i ulagiddaantiatinthsaes thence ocnausteceained 16 10 
Finance companies, miscellaneous. -.---- ys pads LITERS O.. obese 25 12 
eh Es Ee enn ldo eduensddhiganonesnthcbepnecaniadeeens 34 26 
dd Pies Sete cS~ sh abbssass. sends seb ccfeccccmaxwebds Mopiobacdesdine 15 s 
Railroads and railroad holding com- 
iinataenabaactve seine in tetintiiiednnantbieigee era | 60 53 
ED BAL he kind hd th den waa dpe edo cddah le do ckthinkded dpols dh i abebim eo’ 15 9 
Tremaporcetion eommaniies (Otier) « ... nn 5) 45 kn - cena cde nnc ne skew lacscneeens--s- 40 14 
Utilities, SN 4 ods dace Sankt fecdcnt danclesdontechblewoludeeddsaiberey 45 39 
Merchandising companies. ----_-.........|-.---.---- i alias pinion adele earn 50 38 
es... ccnp eelentancinpelcetsontedens inka deceiaalbas 38 38 


As has been indicated, to state simply the number of “base” com- 
panies that were interlocked with one or more other “base” companies, 
or with one or more other “nonbase” companies, is to fall far short of 
indicating the frequency with which the individual companies in these 
groups shared officers or directors in common not with one other com- 
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pany, but with numerous other companies. Thus, listings were pre- 
pared of those instances where one of the top financial companies 
was interlocked not with just 1 other company, but with 8 or more 
other companies. 

By this arrangement it was found that, of the 135 “base” companies 
in the study, 28 had interlocking officers or directors with at 8 
other firms among the 135. For example, the Chase Manhattan Bank, 
the second largest bank in the country in terms of deposits, had one 
or more officers or directors in common with 23 other financial firms 
among the 135 largest. Table IT, below, lists each of these 28 “base” 
companies that were found to have 8 or more interlocks with the other 
“base” companies. 


TasLE IIl.—Base companies interlocked with 8 or more other base companies 


Commercial banks: 

Chase Manhattan Bank_-_--------. 23 (including 2 only through subsid- 
iaries of Chase Manhattan Bank). 
Chemical Corn Exchange Bank.-.. 18 (including 5 only through subsid- 
iaries of Chemical Corn Exchange 

Bank). 
17 (including 6 only through subsid- 


iaries of First National City Bank). 
Hanover Bank... deghonsians 13. 


Manufacturers Trust Co_.-------_ 
Guaranty Trust Co__--.-..-.--- 
Mellon National Bank & Trust Co_- 


First National City Bank._..--... 


10. 

9 (including 2 only through subsidiary 
* Mellon National Bank & Trust 

0.). 

o. be muna Se OOS 9. 

Bankers Trust Co__-.----.-_____ 8. 

First National Bank of Boston____ 8 (including 3 only through subsidiary 
of First National Bank of Boston). 


New York Trust Co__--.-..-----. 8 
Mutual savings banks: 
Bowery Savings Bank___-________ 8. 


Emigrant Industrial Savings Bank. 8. 
Philadelphia Savings Fund So- 8. 
ciety. 
Investment companies : 


Tri-Continental Corp___.-------. 10. 

GRE GE ition oe a 10. 
Life insurance companies: 

Metropolitan Life Insurance Co__. 12. 

New York Life Insurance Co__--~-~ 12. 

Equitable Life Assurance Society 10. 


of United States. 
Penn Mutual Life Insurance Co_. 10. 
Mutual Life Insurance Company 9. 

of New York. 
Fire and casualty insurance companies: 
Insurance Company of North 


12 (including its subsidiary, Indemnity 
America. 


Insurance Company of North Amer- 
ica). 
12 (including its parent company, In- 
surance Company of North America). 
12. 


Indemnity Insurance Company of 
North America. 

Home Insurance Company of New 
York. 

Continental Insurance Co___--_~- 10 (including the other 3 members of 
the America Fore Group). 

10 (including the other 8 members of 
the America Fore Group). 


Niagara Fire Insurance Co___-_-- 


Fidelity-Phenix Fire Insurance Co_ 


Fidelity and Casualty Company of 
New York. 
32893—59. 


° 
~ 





9 (including the other 3 members of the 
America Fore Group). 

8 (including the other 3 members of the 
America Fore Group). 
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What, then, of the interlocking relationships between the 135 to 
financial companies and the lesser financial companies of the ot 
As has been indicated, a listing was made of the officers and directors 
of a number of financial firms in addition to the 135 “base” companies. 
In each case, these were the largest companies in their respective fields, 
except, of course, that the 135 “base” companies were larger. Alto- 
gether, there were 456 financial companies in the study, in addition 
to the 135 “base” companies, and 211 of these had directors or officers 
in common with at least 1 of the 135 top financial companies. Many 
of these, moreover, had officers or directors in common with more than 
one of the “base” companies. Counting, again, just those lesser finan- 
cial firms that were interlocked with 8 or more of the “base” com- 
panies, it was found that there were 15. 

To illustrate, the Hartford National Bank & Trust Co., of Hartford, 
Conn., had one or more officers or directors in common with 18 of the 
top financial companies. Or, to state the matter the other way around, 
13 of the 135 top financial firms of the country shared one or more 
officers or directors with the Hartford bank, which happened to be 
the 84th largest commercial bank in the country. 

One of the questions which naturally arises is whether, in helping 
to make the loan policy of the Hartford bank, these officers and di- 
rectors would approve a policy of the bank’s making loans to any in- 
dustrial or commercial firm that might be a serious competitive threat 
to firms in which any of the 13 big financial companies have sub- 
stantial investments. The question can be answered only speculatively. 

Table ITT, below, lists each of the 16 lesser financial companies which 
shared officers or directors with 8 or more of the top financial com- 
panies. 


Tar_e III.—Financial (nonbase) companies interlocking with 8 or more “base” 
companies 


Number of “base” companies interlocked with 
company shown 
Commercial banks: 


Hartford National Bank & Trust 13. 


Co. 
Connecticut Bank & Trust Co.__--- 10. 
Deak of Mew TOerek................ 10. 


Savings Bank Trust Co_.-_.-----. 
Mutual savings banks: 


Western Savings Fund Society... 10. 
Society for Savings, Hartford___-- 9. 
Suffolk Savings Bank for Seamen_ 8. 
Mechanics Savings Bank__-__----- 8. 


Investment companies: 
General American Investors Co_. 9. 
Miscellaneous finance companies: 


American Express Co_--~---~--.- 8. 
Fire and casualty insurance com- 
panies: 
Atlantic Mutual Insurance Co__--- 13. 
Northern Insurance Company of 11. 
New York. 
American Surety Co__._---------- 10. 
General Reinsurance Corp__----~-~- 9. 


Hartford Steam Boiler Inspection 9. 
& Insurance Co. 

Philadelphia Fire & Marine Insur- 8 (2 of which are with affiliates of the 
ance Co. company). 
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There were some 1,217 manufacturing and distribution and other 
nonfinancial companies covered by the study. Of these 669 shared 
officers and directors with 1 or more of the top 135 financial companies. 

A general observation which could be made, moreover, is that the 
larger the nonfinancial company the more frequent were the inter- 
locks. The absence of interlocks with the 135 top financial companies 
tended to occur among nonfinancial companies at the smaller end of 
the size scale. 

Turning now to some of the more familiar names of the American 
industry, General Electric Co., United States Steel Corp., and West- 
inghouse Electric Co., each shared officers or directors with 14 of the 
mp financial companies. General Motors shared with 13. Amongthe 
oil companies, the Texas Co. shared officers or directors with 9 of the 
top financial companies. 

Among the larger merchandising companies, Associated Dry Goods 
Corp. shared officers or directors with 10 of the 135 top financial com- 
panies. Sears, Roebuck & Co. shared with 9. 

Among the railroad companies, the Pennsylvania Railroad and its 
subsidiaries shared officers or directors with 30 of the top financial 
companies. 

Among the transportation and utility companies, American Airlines 
shared officers or directors with 12 of the top financial companies. 
American Telephone & Telegraph Co. and its subsidiaries shared 
officers or directors with 50 of the 135 top financial companies. 

Altogether, there were 53 of the nonfinancial companies that had 
officers and directors in common with 8 or more of the “base” financial 
companies. These are listed in table IV; as follows: 


TABLE IV.—Nonjfinancial companies interlocking with 8 or more “base” companies 


Number of “base” companies interlocked with 


Manufacturing and mining companies: company shown 
General Electric OCo............... 14. 
United States Steel Corp____-_---- 14. 
Westinghouse Electric Co_____---- 14, 
General Motors Corp__--_-------- 13 (including 1 only through a subsidi- 
ary of General Motors Corp.). 
1 Sis. I Se cttinceremcivancioel 12. 
American Smelting & Refining Co_. 11. 
Meee Cet cb cbse ene 11, 
B.S Gouri Ges 10. 
National Dairy Products Co____--_- 10. 
New Jersey Zinc Co_.._...._.._.. 10. 
Coane Geet... dacctecccncon 9. 
American Brake Shoe Co__------- 9. 
American Sugar Refining Co____-- 9. 
TEE PRG Cid eeeedecnns 9. 
TOT Tice Men Oe 9 (including 3 only through subsidiaries 
of W. R. Grace & Co.). 
Worthington Corp_____..------__- 9. 
United Aircraft Corp_.........._. 9. 
Continental Can Co _.-.--..-._-.. 8. 
International Nickel Co_..-_.---. 8. 
Union Carbide & Carbon Corp__--- 8. 
Commercial Solvents Corp___-..-. 8. 
PEP Sener Ui ee 8. 
Standard Brands, Inc__.--___ ~~ 8. 
yeneral Baking Co__....--__----. 8. 
Corn Products Refining Co_____-_. 8. 


National Distillers Products Corp. 8. 
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TaBLe 1V.—Nonjinancial companies interlocking with 8 or more 
“base” companies—Continued 


Manufacturing and mining companies— Number of “base” companies interlocked with 


Continued company shown—Continued 
International Telephone & Tele- 8 (including 2 only through subsidiaries 
graph Co. of International Telephone & Tele- 
graph Co.). 
Phelps Dodge Corp__-....--.----- 8 (ineluding 1 only through subsidiary 
of Phelps Dodge Corp.). 
American Viscose Corp___.___---- 8 (including 2 only through subsidiaries 


of American Viscose Corp.). 
Oil companies : 


memes Cait ts ott ee aes 9 (including 2 only through subsidiaries 
of the Texas Co.). 
Continental Oil Co_.__---_-_-.--- 8 (including 2 only through subsidiaries 


of Continental Oil Co.). 
Merchandising companies: 


Associated Dry Goods Corp___---- 10. 
Sears, Roebuck & Co____--.------- 9. 
Railroads and railroad holding compa- 
nies : 

Pennsylvania RR__-__-________--- 30 (including 17 only through subsidi- 
ary companies of the Pennsylvania 
RR.). 

I Oia ink ck en tae a 13 (including 7 only through subsidiary 


companies of the Reading Co.). 
Pennsylvania Co. (railroad holding 13 (including 4 only through subsidi- 


company ). aries of the Pennsylvania Co.). 

Southern Pacific Co____--..-__---- 12. 

SIRO SG a hn Ss ecieie 11 (including 2 only through subsidi- 
aries of the Union Pacific RR.). 

New York Central RR___----__--- 10 (all through subsidiary companies). 

wy epee Welt. eA ek 10 (including 1 only through subsidiary 
of the Wabash RR.). 

Atlantic Coast Line RR___-~-~--_- 10 (including 3 only through subsidi- 


aries of the Atlantic Coast Line RR.). 
Tilinois Central RR._.._....___--- 


Delaware Lackawanna and West- 9. 
ern RR. 
I on cee 9. 
Richmond-Washington Co. (rail- 9% (including 2 only through subsidiaries 


road holding company). of the Richmond-Washington Co.). 
2a eh a 8. 
Muskogee Co. (railroad holding 8. 

company). 
Seaboard Air Line RR_______--_--- 8 (including 1 only through subsidiary 


of Seaboard Air Line). 
Other transportation companies: 


American Air Lines___.__________- 12. 
United States Lines_______._____-_ 9. 
Public utilities : 
American Telephone & Telegraph 50 (including 39 only through sub- 
Co. sidiary companies of American Tele- 
phone & Telegraph Co.) 
We Ns oo aise etree ccemiin 11. 


Consolidated Edison Company of 9. 
New York. 

Citing the number of instances in which the top financial institu- 
tions of the country share officers and directors in and among them- 
selves and with the leading manufacturing and commercial firms fails 
to convey a picture of the range of companies involved and their 
importance, as the following charts will illustrate. 
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Interlocks between Chase Manhattan Bank and other major financial 
and nonfinancial companies 


The first seven charts to follow show the interlocks between the 
Chase Manhattan Bank and 109 of the larger financial, industrial, 
and other firms with which this bank shared one or more officers or 
directors in common. 

The Chase Manhattan Bank is the second largest bank in the coun- 
try in terms of volume of bank deposits, being exceeded in this respect 
only by the Bank of America. 

Chart 1 pictures the Chase interlocks with others among the 135 
top Taoukel companies of the country. Altogether, it shared officers 
or directors with 18 of these, having combined assets of $52.3 billion. 
Chase itself had deposits amounting to $6.9 billion. No less than 
three of its directors—including its board chairman, Mr. John J. 
McCloy—were officers or directors of the country’s largest life insur- 
ance company, Metropolitan Life. It shared three directors in com- 
mon with Equitable Life Assurance Society, the country’s third largest 
life insurance company. It shared one director with Wow York Life 
Insurance Co., the country’s fourth largest. It shared two directors 
with Travelers Insurance Co., the country’s eighth largest. Similarly, 
Chase shared a director with Travelers Indemnity Co., the country’s 
eighth largest fire and casualty company. And its subsidiary shared 
a director with the Home Insurance Co., the country’s third largest 
fire and casualty company. 

In two instances Chase was found to share a director with other 
top commercial banks. It shared Mr. Robert E. Wilson, chairman 
of the board of the Standard Oil Company of Indiana, as a director 
with the First National Bank of Chicago, the country’s sixth largest 
commercial bank, And it shared Mr. J. Frank Drake, a director of 
the Gulf Oil Co., with the Mellon National Bank & Trust Co., the 
country’s 12th largest commercial bank. In one instance it shared 
an advisory board member with another New York bank—Manufac- 
turer’s Trust Co., the country’s fourth largest. Mr. Henry G. Walte- 
made, a member of Chase’s “Bronx Advisory Board,” was also a 
member of the real estate and loan advisory committee of Manu- 
facturer’s Trust. 

As to savings banks, Chase shared officers or directors with no less 
than 8 of the 20 largest in the country. In 2 instances it shared no 
less than 3 officers and directors with a savings bank. These were the 
a Savings Bank and the Bank for Savings in the City of New 

ork. 

Chart 2 shows the interlocks between the Chase Manhattan Bank 
and the other larger financial companies, excluding the 135 largest, 
as these latter have been pictured inchart 1. Altogether, Chase shared 
officers and directors with 20 such large financial companies ranking 
just below the 135 largest. These 20 companies had combined assets 
of $10.4 billion that included 8 fire and casualty insurance companies, 
5 mutual savings banks, 3 commercial banks, and 2 investment trusts. 
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CuartT 1 


INTERLOCKING RELATIONSHIPS BETWEEN CHASE MANHATTAN BANK 
AND MAJOR FINANCIAL COMPANIES, 1956 ” 







Position with Directors, officers, and Position with com- Financial company 
Chose Manhattan members of advisory pany interlocked interlocked with Chase 
Bank committees of Chase with Chase Manhattan Bank 
Manhattan Bank Manhattan 
=< [se Fe 
$14,785,074,56! 






LeROY A. LINCOLN 


GEORGE CHAMPION 






Subsidiary 






A ¢3, 734, 
Are Sen 


ecoorr vee foe 
=| 


$620,016, 323 
QUITABLE LIFE 


$8,472,819,242 


RICHARD H. MANSFIELD 
SEAMEN'S BANK FO 


0 
ELLON NATIONAL BANK @ 
| A FRANK ORAKE | TRUST CO. $1,736,243,127 
; ; 845,21 


| 


CHASE 
MANHATTAN 
BANK 


$6,927, 736,057 












ROBERT M CATHARINE 
ROBERT E. WILSON 


JOHN B. BRIOGWOOD 


$434,213, 142 


WALTER H. BENNETT 
Pe aa 


$462,732,984 





Conmition . |__Savines ann 
ites WALTER A. GILES rustee 


$ 697,665,265 
TOTAL .... $52,252,308,029 
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CHarT 2 


NK INTERLOCKING DIRECTORS AND OFFICERS OF CHASE 
MANHATTAN BANK AND FINANCIAL COMPANIES, 1956 


JOHN J. McCLOY 
Chmn 
HARRY A. de BUTTS Or | RIGGS NATIONAL BANK, 
Dir WASHINGTON $424,193,495 


J. DOYLE DeWITT Die 
Dir. 


? 


1 
3 


TRUST CO. $ 395,642,549 













CRAWFORD WHEELER Dir. 


ve 19,358,000 


JOHN ADIKES Pres | JAMAICA SAVINGS BANK 


Ady Comm Mem 


2 
& 
° 
Az 
@ 
> 
z 
x 
Be 
2 
o 
3 
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FRED J. FREESE 
ve 


CARL E. MEYER 
ve. 
FREDERIC W. ECKER 
Ov 






264,125,145 


\ \ $324,775,047 
Tst BRONX ors BANK 


Tst_| QUEENS COUNTY SAVINGS BANK 


cy $167, 368,352 
EXCELSIOR SAVINGS BANK 


$147,606, 742 





wd SL 


*\( MECHANICS SAVINGS BANK 
$70,546,795 


Sod 
Ld 


CHASE Oi NATIONAL SHARES CORP. 
MANHATTAN a tee 
BANK FRANK F. RUSSELL Dir NATIONAL AVIATION CORP 









Ow $24,335,857 


$6,927, 736,057 


J at 


AMERICAN EXPRES: 


FREDERICK P SMALL 
Adv Bd. Mem 





Ae 


>< $353,871,035 

a Ow 

| LYNDE SELDEN CONTINENTAL INSURANCE CO. 
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4) GREAT AMERICAN INS. CO. 
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Adv Bd Mem 


Ow. | GREAT AMERICAN INDEMNITY 
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JOHN 8. BRIDGWOOD Die 
Exec. V.P $70,547,078 


RICHARD H. MANSFIELD Ov | ATLANTIC MUTUAL INS. CO. 
Dir $65,899,644 
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The next five charts picture the interlocks between the Chase Man- 
hattan Bank and the largest nonfinancial companies of the country. 

The first shows Chase’s interlocks with major companies in the oil, 
chemical, rubber, and glass industries. Thus, it may be noted that 
Chase had shared officers or directors with four of the major American 
oilcompanies. These were Standard Oil Company of Indiana, Amer- 
ican Oil Co., Gulf Oil Co., and Continental Oil Co. In addition, it 
shared one director with the M. W. Kellogg Co., which is the leading 
engineering company in the field of designing petroleum refineries. 
Similarly, Chase shared officers and directors with five of the top 
chemical companies. These included Allied Chemical & Dye Corp., 
the country’s third largest chemical company, in which Chase’s chair- 
man held a directorship. Among these, also, are American Agricul- 
tural Chemical Co., National Lead Co., National Cylinder Gas Co., 
and Olin Mathieson Chemical Corp., the last mentioned being the 
country’s fourth largest chemical company. In the field of rubber 
manufacturers, Chase shared directors with two—B. F. Goodrich Co. 
and Lee Rubber & Tire Corp. 

Chart 4 shows the interlocks between Chase and the major metal 
producers and fabricators. Thus, Chase shared directors with four 
steel companies—Armco Steel Corp., Kaiser Steel Corp., Lukens Steel 
Co., and Allegheny Ludlum Steel Eg. Similarly, it shared officers 
or directors with four of the top nonferrous metal producers of the 
country. These were Titanium Metals Corporation of America, 
American Smelting & Refining Co., Revere Soper & Brass, Inc., 
Cerro de Pasco Corp., Fairmont Aluminum Co., and International 
Nickel Company of Canada, the latter, of course, being a Canadian 
corporation. 

ong the larger metal fabricating companies Chase shared officers 
or directors with four. 

Chart 5 pictures the interlocking officers and directors between 
Chase and the larger manufacturers of machinery and transportation 
equipment. ‘There are 16 of these companies, the names of most of 
which are well known. These include such industrial giants as West- 
inghouse Electric Co. and Western Electric Co., a dieitinry of Amer- 
ican Telephone & Telegraph Co., which two companies rank just be- 
hind General Electric in the electric and transportation machinery 
field, the National Cash Register Co., and the Glenn L. Martin Co. In 
several instances, one Chase director did double duty on the boards of 
these manufacturers. Thus, one director served also on the boards of 
both Dresser Industries, Inc., and Servel, Inc. Another was a member 
of the boards of both Grinnell Corp. and National Cash Register Co. 
One served on both Worthington Corp. and Otis Elevator Co., while 
another served both Otis Elevator Co. and the Underwood Corp. 
Two of Chase’s directors, including its chairman, were directors of 
Westinghouse Electric Corp. 

Chart 6 shows Chase’s interlocks with the major manufacturing 
firms in the food, textile, and paper fields, as well as with the major 
merchandising companies. These latter include R. H. Macy & Co., 
McKesson & Robbins, Inc., and Allied Stores Corp. 

Among the top food processors, Chase shared officers or directors 
with United Fruit Co., Minute Maid Corp., American Sugar Refining 
Co., and General Foods Corp. 
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In textiles, Chase shared a director with the largest in the field, 
Burlington Industries, Inc.; one of its vice presidents served on the 
board of another large textile manufacturer, Mohasco Industries, Inc. 

Among the paper manufacturers, Chase shared 2 directors with In- 
ternational Paper, the largest paper company in the country, and 
shared 1 director with the Lily Tulip Cup Corp. 

Chart 7 shows the interlocking officers and directors between the 
Chase Manhattan Bank and the leading transportation, utility, and 
communications companies. Thus, it may be seen that it shared offi- 
cers and directors with 7 railroads, 2 of the top airlines, and 2 of the 
major shipping companies. Similarly, it shared officers and directors 
with American Telephone & Telegraph, plus 3 of its major subsidiaries 
or licensees, and 2 of its directors were also directors of 2 of the major 
magazine publishing companies. 

Among the railroads, Chase had interlocking directorates with such 
as the Baltimore & Ohio Railroad, the Southern Railway, and the 
Great Northern Railroad. 

Coming to the other transportation companies, one of its directors 
was found to be doing double duty by serving on the boards of both 
Moore McCormack Lines, Inc., and American Export Lines, Inc. One 
of the Chase directors, Mr. C. R. Smith, is president of American Air- 
lines, and another of its directors, Laurance 8S, Rockefeller, is a 
director of Eastern Airlines. 

Chase’s connections with A. T. & T. appeared to be of exceptional 
importance. Here again its chairman was found to be a director of 
A. T. & T.; and the president of A. T. & T., Frederick R. Kappel, was 
also a director of Chase. Then, in the case of New York Te ephone 
Co., a subsidiary of A. T. & T., Chase shared two officials. One of the 
Chase directors was also a director of Time, Inc., and another was 
chairman of the executive committe of McGraw-Hill Publishing Co. 
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CHart 3 


INTERLOCKING DIRECTORS AND OFFICERS OF CHASE 
MANHATTAN BANK WITH MAJOR OIL, CHEMICAL, 
RUBBER AND GLASS COMPANIES, 1956 


OIL GOS. 


cnn] STANDARD OIL CO. (IND.) 


$2,437,196,000 
ROBERT E. WILSON 
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AMERICAN OIL CO. 
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JAMES F. DRAKE 


oir M. W. KELLOGG CO. 
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WILLIAM V. GRIFFIN Dir CONTINENTAL OIL CO. 
Dir $ 548,920,000 


CHEMICAL MFRS. 
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CHART 4 


INTERLOCKING DIRECTORS AND OFFICERS OF CHASE 
E MANHATTAN BANK WITH MAJOR METAL PRODUCERS 
AND METAL FABRICATORS, 1956 


STEEL PRODUCERS 


JAMES F. DRAKE Dir. ARMCO STEEL CORP. 
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Dir 
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CHart 5 


INTERLOCKING DIRECTORS AND OFFICERS OF CHASE 
MANHATTAN BANK AND MAJOR MACHINERY AND 
TRANSPORTATION EQUIPMENT MANUFACTURERS, 1956 


ELLIOTT V. BELL Oi CARRIER CORP. 
Die $61,534,000 


ow] DRESSER INDUSTRIES, INC. 
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Oir SERVEL, INC. 


$17,334,000 


oi GRINNELL CORP. 
$ 118,495,000 
WALTER H. BENNETT 
Mem Adv Comm Dir 
~| NATIONAL CASH REGISTER CO. 


$ 257,662,000 


oir WORTHINGTON CORP. 


$145,894,000 
FRANK F. RUSSELL 
Dir 







ad OTIS ELEVATOR CO. 
$10,635,000 


LYNDE SELDEN A Dir UNDERWOOD CORP. 
Ow $59,143,000 
FREDERICK P. SMALL Dir REMINGTON RAND 
Mem Adv Bd Subsidiery of Sperry Rand Corp 


= GENERAL CABLE CORR 
CHARLES C. FAGG 
Dir 


$104,749,000 
FREDERICK R. KAPPEL 
Oir 


CHASE 
MANHATTAN 
BANK 






$ 6,927, 736,000 


2 
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P. R. MALLORY 
$51,837,000 






Dic] WESTERN ELECTRIC CO. 
$1, 223,724,000 


WESTINGHOUSE ELEC. CORP. 
$1,264, 469,000 


NDREW W. ROBERTSON 
Dir 


GLENN L. MARTIN CO. 
$ 122,430,000 


H. DONALD GAMPBELL oi.| NEWPORT NEWS SHIP AND 

ORrOOOK CO eran 
& PULLMAN, INC. 

$215,662,000 
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sE CHaRT 6 
INTERLOCKING DIRECTORS AND OFFICERS OF CHASE 

56 MANHATTAN BANK AND MAJOR FOOD, TEXTILE AND 
PAPER MANUFACTURERS, AND MERCHANDISING 
COMPANIES, 1956 

— FOOD PROCESSORS 


UNITED FRUIT CO 
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Oir 
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CHart 7 
INTERLOCKING DIRECTORS AND OFFICERS OF CHASE 
MANHATTAN BANK AND LEADING RAILROADS, OTHER 
TRANSPORTATION COMPANIES, UTILITIES, AND 
COMMUNICATIONS COMPANIES, 1956 


RAILROADS 
[es ci | GREAT NORTHERN RAILROAD 
$943, 146,000 
ps} SOUTHERN RAILWAY 
2S 
Oi. 
oir | RICHMOND WASHINGTON CO. 
$6,196,000 
di.] BALTIMORE AND OHIO R.R. 
Adv. Bd. Mem. 1, 284,197,000 
di] WHARTON & NORTHERN RR. 
Dir Subsidiary of Central R.R. of N.J 


Di.| WESTERN MARYLAND RY. 
$228,665,000 


Dir] WESTERN ALLEGHENY R.R. 
idiary of io Co. 
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OTHER TRANSPORTATION COMPANIES 


o,] MOORE McCORMACK LINES, INC. 
$103, 435,000 


Sir | AMERICAN 


CHASE 
MANHATTAN 
BANK 


$ 6,927,736,000 


$98,393,000 





Pes} AMERICAN AIRLINES, INC. 
$249, 311,000 


Dir EASTERN AIRLINES, INC. 
194,990,000 


UTILITIES 
Pres| AMERICAN TELEPHONE AND 
ee TELEGRAPH CO. $16,206,57!,000 
. BELL TELEPHONE LABS., INC. 
Jointly owned by A.T. GT. and Western Elec. 


\ ts NEW YORK TELEPHONE CO. 
Ro Controtied by AT. & T. 
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Interlocks between First National City Bank and other major finan- 
cial and nonfinancial companies 

The next six charts portray similar information respecting those 
instances where the First National City Bank of New York shared 
directors or officials in common with other major financial and non- 
financial companies included in the compilations already described. 
First National City is the third largest bank in the United States. 

This bank shared officers or directors with 16 of the other 135 
top financial companies and with 6 of the other major financial com- 
panies which ranked just below the top 135. 

Furthermore, it may be observed now that an examination of this 
bank’s interlocks will illustrate a notable feature of the interlocking 
connections between and among almost all of the major financial com- 

anies of the country. The point is that many of the top commercial 
Seuiles shared officers or directors in common with the same insurance 
companies and the same savings banks. Or to state the matter the 
other way around, many of the top life insurance companies and the 
top investment banking houses that had interlocks with commercial 
banks, nonfinancial companies, and so on, had interlocks with the self- 
same commercial banks and nonfinancial companies. 

To illustrate, 9 of the 16 top financial companies with which Na- 
tional City shared directors or officers were companies with which 
the Chase Stenhatten Bank also shared officers or directors. Similarly, 
National City shared officers or directors with 9 of the major non- 
financial companies with which Chase also shared officers or directors. 
Such observations could be brought to show instances where 3, 4, 5, 
and even more, of the top financial companies shared officers or di- 
rectors in common with another of the top financial companies. 

Chart I shows the interlocks between the First National City Bank 
of New York with others among the top 135 financial companies of 
the country. It shared officers or directors with 16 of these havin 
combined assets of more than $53.5 billion. First National City ha 
deposits amounting to more than $6.6 billion. Among the top 135 
financial companies of the country, with which it shared officers and 
directors, were the Metropolitan Life Insurance Co. with assets of 
more than $14.7 billion, Prudential Insurance Compan of America 
with assets of more than $13.2 billion, New York Life Insurance Co. 
with assets of more than $6.2 billion, Northwestern Mutual Life In- 
surance Co. with assets of more than $3.5 billion, and Travelers 
Insurance Co. with assets in excess of $8.2 billion. In some of these 
instances, it shared two or more directors or officers with the other 
institution. 

Also, as shown by chart I, officers and directors of First National 
City were officers or directors in 8 of the leading savings banks (includ- 
ing the Dime Savings Bank) with assets of more than $820 million. 

Chart IT shows First National City to have interlocks with 3 addi- 
tional insurance companies, 2 banks, and the United States and For- 
eign Securities Corp.; the assets of which, when combined with those 
of First National Cit , total more than $8.8 billion. Thus, First Na- 
tional City is shown to be interlocked with institutions having large 
pools of capital for investment. 
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INTERLOCKING RELATIONSHIPS BETWEEN FIRST NATIONAL 


CITY BANK OF NEW YORK AND MAJOR FINANCIAL COMPANIES’ 
1956 
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Cuart II 


INTERLOCKING DIRECTORS AND OFFICERS OF FIRST 
NATIONAL CITY BANK OF NEW YORK AND 
FINANCIAL COMPANIES, 1956 


R.G. FOLLIS CROCKER ANGLO NATIONAL 
mn BANK $1,369, 257, 362 


H. MANSFIELD HORNER Dir presi inven er BANK 
° , * $395,642,549 
UNITED STATES AND FOREIGN 
CHARLES & PARLIN 4 . 
$138,410,515 


HOWARD C. SHEPERD 
Chmn 






FIRST NATIONAL 
CITY BANK (N.Y.) 







ALEXANDER C. NAGLE 
Dir 


EDWIN THORNE 
ve 


CLEVELAND E. DODGE 
Oir 


A.H. TEMPLE ATLANTIC MUTUAL INS. CO. 
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Cuart III 


INTERLOCKING DIRECTORS AND OFFICERS OF FIRST NATIONAL 
CITY BANK WITH MAJOR OIL. CHEMICAL. RUBBER AND GLASS 


COMPANIES, 1956 


FIRST NATIONAL 
CITY BANK (N.Y) 





$6,672, 390,000 


Oil Companies 


LEO D. WELCH P| STANDARD OIL CO., N. J 
Ow. 7,901, 530,000 






R. G. FOLLIS 
Dir. 












STANDARD OIL CO. OF CALIF. 
$2,041,373,000 
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» Jointly owned by Dow Chemical and Corning Gloss 
Re, 2 


bir. fs W.R.GRACE & CO. 
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Jointly owned by Corning Glass and Pittsburgh Plate 
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Cuart IV 


INTERLOCKING DIRECTORS AND OFFICERS OF FIRST NATIONAL 
CITY BANK WITH MAJOR FOOD, TEXTILE AND PAPER 
MANUFACTURERS AND MERCHANDISING COMPANIES, 1956 
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INTERLOCKING DIRECTORS AND OFFICERS OF FIRST NATIONAL 
CITY BANK WITH MAJOR MINING. METAL AND 
METAL FABRICATING COMPANIES. 1956 
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NAL CHart VI 


INTERLOCKING DIRECTORS AND OFFICERS OF FIRST NATIONAL 
CITY BANK WITH MAJOR TRANSPORTATION, UTILITY AND 
COMMUNICATIONS COMPANIES. 1956 
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Charts III, IV, V, and VI picture First National City inter- 
locks with a large number of the largest nonfinancial companies in 
the country. These large nonfinancial companies include not only the 
largest but the leaders in several different industries. These large non- 
financial leading industrial companies have been using huge sums of 
capital in financing their programs of expansion and modernization. 
The extent to which First National City has been the vehicle through 
which this capital flowed for the financing of expansion and moderni- 
zation has not been determined. 

Among the nonfinancial companies which were found to be inter- 
locked with First National City, as above described, are the following: 


Standard Oil Company of New Jersey. 
Standard Oil Company of California. 
Colgate-Palmolive Co. 

B. F. Goodrich Co. 

W.R. Grace & Co. 

American Sugar Refining Co. 
National Biscuit Co. 

Celanese Corporation of America. 
United States Steel Corp. 

Anaconda Co. 

Phelps Dodge Corp. 

American Radiator & Standard Sanitary Corp. 
Allis Chalmers Manufacturing Co. 
National Cash Register Co. 

Pan American World Airways, Inc. 
Southern Pacific Co. 

Radio Corporation of America. 

Union Pacific Railroad Co. 


From these illustrations, it is noted that a leading member of each 
of a number of industries, transportation companies, and utilities has 
been included in interlocks with First National City. Scrutiny of 
the additional interlocks shown by these charts also discloses that 
in some instances several of the top members of an important industry 
have interlocks with First National City. 


Conclusion 


The foregoing charts are, as has been indicated, intended only to 
be illustrative. The selection of the particular companies for which 
these charts are shown should not be taken to indicate any criticism 
of these particular companies. Indeed, the committee has drawn no 
conclusion concerning any particular “interlock,” either as to the 
companies or the individuals involved. It is believed that the facts 

»resented merit consideration by the House Small Business Committee 
in the 86th Congress with the view in mind of making further study 
and investigation of the matter. 








CHAPTER III. SMALL-BUSINESS LONG-TERM FINANCING 


The problem of long-term financing 

Representatives of small-business concerns made requests to the com- 
mittee that it study the problem of long-term and equity financing of 
small business and recommend legislation for the establishment of 
additional facilities to provide small business with such financing. It 
was alleged that small business cannot survive and grow unless it can 
secure capital needed for use in day-to-day operations, research and 
development, modernization and expansion. It was alleged that exist- 
ing financial institutions had not been meeting the expansion needs 
and that this gap should be filled through the enactment of new 
legislation. 

Specifically, representatives of a number of small-business organ- 
izations recommended that a system of regional Federal small-business 
capital banks be established. In that connection, the attention of the 
House Small Business Committee was directed to the Federal Land 
Bank System, which was established for agriculture, and to the Fed- 
eral Home Loan Bank System established to assist homeowners in the 
financing of homes, both of which have proved quite successful. It 
was urged that similar treatment should be considered for small 
business. 

Previously a number of studies had been made of small-business 
financing in the United States. One was made by the Department of 
Commerce in 1935. During 1947 others were made by Dun & Brad- 
street, the Committee for Tomeeede Development, and the Subcom- 
mittee on Investment of the Joint Committee on Economic Report. 
The Federal Reserve Board conducted such studies in 1952 and 1955. 

Almost without exception, reports on those studies concluded that 
under the existing setup of our economic structure steps should be taken 
to assist in preserving— 


an open door for investment in little and local businesses 
in terms of ownership as well as in terms of debt. 
The committee’s investigation, hearings and study 

When the committee adopted its program for the study and in- 
vestigation of small-business problems on March 12, 1957, it included 
as one of its principal projects a study of the problems of small-business 
financing. 

As a start toward the effectuation of that part of the committee’s 
program, Representative Wright Patman, on April 30, 1957, suggested 
to the Chairman of the Board of Governors of the Federal Reserve 
System that there was a very real need for solid information on the 
financial position and problems of small business. It was suggested 
that the Board could assist in obtaining the needed data through a new 
survey of bank loans such as the Board had made during October 1955. 
The Chairman of the Board replied by acknowledging the need for 
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such a study and pointed out that although the study of October 1955 
had entailed direct costs approximating $380,000, the Board would not 
only cooperate in carrying out another such study but would cause 
this suggested new study to go far beyond the one sponsored in 1955. 

Thereupon the Board of Governors of the Federal Reserve System 
undertook the problem of organizing, financing, and carrying to frui- 
tion a comprehensive study of the financing of small business. This 
was undertaken not only at the behest of the House Small Business 
Committee but also on the basis of suggestions which were by that 
time being made by the Senate Small Business Committee, the chair- 
man of the Senate Banking and Currency Committee, and the chair- 
man of the House Banking and Currency Committee. 

On May 20, 1957, Representative Patman, chairman of the House 
Small Business Committee, wrote to the leading banking and life- 
insurance institutions requesting their assistance in accumulating 
factual data on this subject. Those requests prompted lengthy con- 
ferences and negotiations with representatives of life-insurance com- 
panies, leading banking institutions, and officials of the American 
Bankers Association. 

As a result of the foregoing requests and the ensuing conferences 
and negotiations, two comprehensive surveys on the financing of 
business were undertaken. ns was undertaken and excellently denis 
under the supervision of Dr. James J. O’Leary, director of research 
of the Life Insurance Association of America, covering the financing 
of business by life-insurance companies. 

The study undertaken under the supervision of the Board of Gover- 
nors of the Federal Reserve System was arranged in three parts: 

Part I: Background Studies, presents a series of 16 studies of 
aspects of small business that are important from the point of 
view of their financing, and a summary study. These studies 
were based largely on existing data and materials. They were 
prepared as independent papers by individual scholars at leadin 
universities as well as by individual members of the Federal 
Reserve research staff. 

Part II: Surveys of Credit and Capital Sources, presents the 
results of data obtained, by questionnaires and interviews, from 
commercial banks, commercial finance companies and factors, 
trade creditors, life-insurance companies, investment companies 
and others supplying equity capital, together with a summary of 
the surveys. These surveys were conducted, and the results ana- 
lyzed, by the Federal Reserve research staff. 

Part iit: A longer range, experimental venture designed to 
obtain information on the financial structure, practices, and prob- 
lems of small-business concerns through interviews with, or by 
mailing questionnaires to, the businessmen themselves. 

By September 1957, the Life Insurance Association of America com- 
pleted its survey and reported its results to the House Small Business 
Committee. By October 16, 1957, parts I and II of the surveys under- 
taken under the supervision of the Board of Governors of the Federal 
Reserve System were well underway. 

The House Small Business Committee realized the need for bringing 
this problem PeoEnp Hy to the attention of the Congress. Therefore, it 
moved to secure the views of responsible officials possessing expert 
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knowledge upon the subject and held hearings in November 1957 and 
April 1958. 

uring the course of its hearings the House Small Business Com- 
mittee assembled an impressive record on the subject including the 
testimony of a large number of prominent experts in the world of 
finance and representatives of small business. The Chairman and 
all members of the Board of Governors of the Federal Reserve System 
testified, as did 4 of the presidents of the 12 Federal Reserve banks. 
The Secretary of the Treasury and other high policymaking officials of 
the United States Government appeared Teh the committee and 
testified. The president of the Committee for Economic Development 
and representatives of other private research organizations presented 
their views for inclusion in the record. 

A comprehensive report was submitted to the committee by the re- 
search director of the Life Insurance Association of America. It 
appears in the record of the committee’s hearings on the problems of 
small-business financing (pp. 125-185). 

Parts I and II of the study on financing small business which were 
conducted under the supervision of the Board of Governors of the 
Federal Reserve System, were put in writing and reported on April 11, 
1958, to the Committees on Banking and Currency and Small Business 
of the Senate and the House. 


The committee’s report on the problems of small-busimess financing, 
House Report 1889 
By June 1958, the House Small Business Committee had prepared 
and submitted to the House its report on the Problems of Small Busi- 
ness Financing (H. Rept. 1889). In that report the committee con- 
cluded that— 


1. There is a gap in the existing structure of financin 
institutions, which lies in the areas of long-term debt an 
equity capital for small business. The result is that small- 
business concerns are faced with a real difficulty in obtainin 
on any reasonable terms the volume of long-term loans ss 
equity capital required for adequate growth and development. 

2. Where the existing structure of financing institutions 
provides long-term debt and equity capital for small busi- 
ness, small-business concerns are under handicaps and at dis- 
advantages when compared to the financing of larger con- 
cerns. ‘This is true because— 

(a) Small concerns are required to provide gilt-edged 
securities in the form of mortgage bonds in order to 
secure long-term financing, while larger concerns are 
required, as a rule, to provide only unsecured debenture 
bonds; and 

(6) The smaller concerns usually are required to pay 
substantially higher interest rates on borrowed money 
than the larger concerns are required to pay. 

3. Federal Government leadership is required in authoriz- 
ing, promoting, and assisting in the establishment of new 
facilities to provide long-term loans and equity capital for 
small business. It is only through such leadership and action 
that facilities for financing small business can hope to succeed 
in building a national market with public acceptance and 








34 FINAL REPORT ON SMALL BUSINESS 


purchase of securities based, in turn, upon the securities pro- 
vided by individual small-business concerns for needed 
capital. 


Therefore the committee recommended that legislation be enacted 
promptly which would provide for Federal Government leadership 
in authorizing, promoting, and assisting in the establishment of new 
facilities (for example, small-business investment associations) to 
provide long-term loans and equity capital for small business. It 
further recommended— 

(1) That the establishment of such new facilities should pro- 
vide for a national market including public acceptance and pur- 
chase of debenture bonds in exchange for the capital needed in 
providing long-term and equity capital for small business; 

(2) That the legislation should provide for ultimate private 
ownership of the newly established facilities even though some 
financing by the Federal Government is required initially: 

(3) That the policymaking powers regarding the financing of 
small business be placed in the hands of officials not in a position 
to exercise Cabinet control over it; and 

(4) That the legislation should provide to the greatest extent, 
consistent with good management, for removing from Wash- 
ington and Federal Government bureaucracy to the grassroots 
and into the hands of small-business men the power iF Gactiion 
regarding the financing of any specific business enterprise. 

The Small Business Investment Act of 1958 (Public Law 85-699) 

When the House Small Business Committee recessed its hearin 
on the problems of small-business financing on November 22, 1957, 
it directed the preparation of a bill to help provide long-term loans 
and equity capital to small business. Under the supervision of the 
chairman, the staff, together with the assistance of the House legis- 
lative counsel, proceeded with the drafting of a bill for that purpose. 
The resulting draft was introduced by the chairman in the House of 
Representatives on January 29, 1958, as H. R. 10345. . 

A few days thereafter an identical bill was introduced in the Senate 
by Hon. Lyndon B. Johnson. However, the Banking and Currency 
Committees of the Senate and the House did not report these bills. 
A number of other bills to establish additional facilities to make equity 
capital and long-term credit more readily available for small-business 
concerns were introduced by members of the House and Senate Small 
Business Committees and by a number of the members of the Senate 
and House Banking and Currency Committees. 

On April 21, 1958, the majority leader in the Senate, Hon. Lyndon 
B. Johnson, introduced S. 3651, “to make equity capital and long- 
term credit more readily available to small-business concerns and 
other purposes.” A companion bill to S. 3651 was introduced in the 
House the following day, April 22, 1958, by Representative Wright 
Patman, chairman of the House Small Business Committee (H. R. 
12064). 

Senator Lyndon B. Johnson, the majority leader, who introduced 
the bill (S. 3651) in the Senate, told the Senate during debate on 
the bill that the purpose was to set up a program “that does no vio- 
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lence to free enterprise, that does not raise the specter of Federal 
control of, and compete with, private business. Eventual private 
ownership is what is proposed here for the small-business investment 
companies.” 

Representative Wright Patman, chairman of the House Smail Busi- 
ness Cemeaiiien, who introduced the companion bill (H. R. 12064) in 
the House of Representatives, told the House that the proposed legis- 
lation had two goals: “First, the individual investment decisions 
should be made, not by a bureau in Washington, but by local busi- 
nessmen who will be backing their decisions with substantial amounts 
of their own money. The second goal of the system is that it should 
provide for private capital to come in and take over complete owner- 
ship and operation of the system.” 

Extensive hearings by the Senate Banking and Currency Commit- 
tee on the needs of small business for equity-capital financing and 
long-term credit and exhaustive consideration by that committee and 
the House Banking and Currency Committee of S. 3651 “to make 
equity capital and Yong-term credit more readily available for small- 
business concerns” led to recommendations from both of those com- 
mittees for favorable action on that bill. 

The Senate acted favorably on S. 3651 on June 9, 1958. It passed 
the House with amendments on July 23, 1958, and was approved by 
the President and became Public Law 85-699 on August 21, 1958. 

The Small Business Investment Act of 1958 (Public Law 85-699) 
establishes a new program to provide equity capital and long-term 
loan capital to small-business concerns through the mediums of pri- 
vately owned and operated small-business investment companies and 
State and local development companies. 

This new law is to be administered by a newly established Small 
Business Investment Division within the Small Business Adminis- 
tration. That Division is under the supervision of a Deputy Admin- 
istrator and the powers conferred upon the SBA by the act will be 
exercised through the new Deputy Administrator of the Small Busi- 
ness Investment Division. 

The act authorizes appropriations not to exceed $250 million for use 
by SBA in carrying out the provisions of this new law. This will 
include SBA purchase of subordinated debentures not to exceed 
$150,000 as a part of the paid-in capital and surplus required in the 
establishment of each small-business investment company. The law 
requires that each small-business investment company have not less 
than $300,000 of paid-in capital and surplus. 

These small-business investment companies may be formed by 10 
or more stockholders. They will be chartered by the States, except 
in those States where companies cannot be chartered under State law, 
and operate according to the purpose of the act. In such States, SBA 
is authorized to charter nate bealiens investment companies until 
July 1, 1961. Also, State development companies may be converted 
into SBA approved small-business investment companies prior to 
July 1, 1961. 

o obtain benefits provided for in the law a State-chartered company 
must be chartered expressly for the purpose of operating under the 
act and must be approved by SBA as a company meeting the require- 
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ments of the law. In many respects the operations of the company 
will then be subject to the rules and regulations of the SBA. 

In addition to providing $150,000 of the original minimum $300,000 
required paid in capital and surplus, SBA is authorized to lend any 
small-business investment company additional funds in an amount not 
to exceed 50 percent of the company’s capital and surplus under such 
terms and conditions prescribed by SBA. Additional funds may be 
borrowed by such small-business investment company from private 
sources under regulations prescribed by SBA. 

The funds available to and obtained by small-business investment 
_ companies may be used to provide equity-type capital to small-business 
concerns in exchange for convertible debentures on terms and condi- 
tions, including interest rates, fixed by the companies with SBA ap- 
ripe One of the requirements that must be met in order to secure 

BA approval is that the small-business concern purchase stock in the 
investment company in an amount equaling from 2 to 5 percent of the 
amount of the capital provided it by the small-business investment com- 
pany. The regulations issued by SBA will fix the precise percentage 
of stock the small-business concern must purchase in each type of 
situation. 

In addition to providing small-business concerns with equity-type 
capital, as is discussed in the preceding paragraph, the small-business 
investment companies may also make Cis to small-business concerns 
up to 20 years and may extend the maturity of any such loan for an 
additional 10 years for orderly liquidation purposes. The amount of 
such a loan, without SBA approval, cannot exceed 20 percent of the 
capital and surplus of the small-business investment company. 

Under section 501 of the act the Small Business Administration is 
authorized to make loans to State development companies to assist in 
carrying out the purposes of the law. The funds so loaned by SBA 
to State development companies will be in exchange for obligations 
of the development company and will bear interest at rates and under 
such other terms and conditions as the SBA may fix. The requirement 
is that the funds so advanced shall be for the purpose of assisting in 
the financing of small business and may be advanced by the SBA 
without regard to the use and investment by the development company 
of funds secured by it from other sources. Funds so advanced cannot 
exceed the company’s borrowings from other sources. In other words, 
if a State development company had borrowed as much as $8 million 
from private investors, the SBA, under the act, would be authorized 
to make loans to that State development company in the amount of $8 
million. Funds advanced to a State development company by SBA 
under section 501 of the act shall be treated on an equal basis with those 
funds borrowed by such company after August 21, 1958, regardless 
of the source, which have the highest priority, except this requirement 
may be waived by the SBA. 

Under section 502 of the act, SBA may, in addition to its authority 
under section 501, make loans for plant construction, conversion, or 
expansion, including the acquisition of land, to State and local de- 
velopment companies. Such loans may be made or effected either 
directly or in cooperation with banks or other lending institutions 
through agreements to participate on an immediate or deferred basis. 
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These loans are subject to the following restrictions and regulations: 
(1) they must be secured ; (2) the proceeds of any such loan must be 
used by the borrower to assist an identifiable small-business concern 
for a purpose approved by the SBA; (3) the loan limit is $250,000 for 
each identifiable small-business concern; (4) any development com- 
pany assisted under section 502 must meet standards and regulations 
established by the SBA including the extent of the participation or 
the amount of paid-in capital to be used in each instance; (5) no 
loans may be made by the SBA for a period exceeding 10 years, except 
SBA may extend for an additional 10 years in the event it determines 
it wise to do so for orderly liquidation purposes. All interest rates 
on these loans will be fixed by SBA; and (6) no loans may be made 
under section 502 after June 30, 1961. 

Small-business investment companies operating under the Small 
Business Investment Act of 1958 are exempt from the provision in 
the Investment Company Act of 1940 which limits borrowings to one- 
third of assets. Also, the small-business investment companies may 
have their securities, in the discretion of the Securities and Exchange 
Commission, exempted from the application of the provisions of S 
Securities Act of 1933 and the Trust Indenture Act of 1939. 

Additional incentives are provided for private investors in small- 
business investment companies and in small-business concerns gen- 
erally which should prove helpful to them taxwise. Those incentives 
appear in Public Law 85-866, known as the Technical Amendments 
Act of 1958. The provisions of that public law are discussed more 
in detail in chapter IV of this report. 

Section 602 of the act empowers SBA to make grants to any State 
government, or any agency thereof, State chartered development credit 
or finance corporations, land-grant colleges and universities, and 
colleges and schools of business, engineering, commerce, or agriculture 
for studies, research, and counseling concerning the managing, financ- 
ing, and operation of small-business enterprises and technical and 
statistical information necessary thereto. Only 1 such grant may 
be made within any 1 State in any 1 year and then not to exceed an 
aggregate amount of $40,000. 

Immediately upon enactment of the Small Business Investment Act 
of 1958, the staff of the House Small Business Committee, at the direc- 
tion of the chairman, prepared and distributed a pamphlet containing 
questions and answers in explanation of its various provisions. Copies 
were supplied promptly to all Members of the House who found them 
cupuball timely and helpful. 

A very heavy demand for this document arose rather quickly. 
Within a short time 272 Members of the House had requested and 
received 25,000 copies of this, including reprints of it, which they 
used in assisting constituents who wanted to know how the new law 
would operate. Smail-business men, trade associations, public ac- 
countants, law firms, schools, banks, etc., sought and obtained quanti- 
ties of this pamphlet. By the time the act was less than 3 months 
old, 25,000 copies had been distributed to them. 

As indicated, the demand for this document was so heavy that the 
supply obtained in the form of committee prints from the Government 
Printing Office was quickly depleted. It so happened, however, that 
Representative Wright Patman, chairman of the committee, during 
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the course of his remarks on the floor of the House, on the afternoon 
that the bill was signed by the President, included the information 
contained in the committee print as a part of his remarks. Since it 
was considered important that as many small-business men as possible 
learn about the provisions of this new law, Representative Patman, at 
his personal expense, arranged for the reprinting of his speech which 
contained the questions ant answers about the act. Approximately 
35,000 of these reprints were distributed. 


Small Business Administration’s proposed regulations for small-busi- 
ness investment companies 

On October 29, 1958, the Small Business Administration announced 
publication in the Federal Register of the long-awaited proposed regu- 
lations “governing the establishment and operation of small-business 
investment companies chartered or licensed by Small Business Admin- 
istration to operate under the Small Business Investment Act of 1958.” 

Among the highlights of those proposed regulations which were 
questioned and criticized are the following: 

Section 107.103-1. Definitions: 


“Small-business concern” means one which is independently 
owned and operated and not dominant in its field of opera- 
tions. If a concern is a wholly owned subsidiary of another 
concern or is under its control or is under its potential control, 
it shall be considered an affiliate and, thus, not independently 
owned and operated ; and a concern may be an affiliate of an- 
other concern if both are owned or controlled by a third party. 
A concern shall not be considered small if its stock is traded on 
a national, regional, or local stock exchange, or if its stock is 
traded over the counter. A concern shall not be considered 
small if it has obtained public financing over $100,000 within 
the last 5 years, whether through full registration under the 
rules of the Securities and Exchange Commission or under 
Regulation A for issues less than $300,000. A concern which 
has no stock, such as a partnership or proprietorship, or whose 
stock does not have a public market, shall not be considered 
as small if its total assets, together with all of its affiliates, 
amount to over $5 million. [Kmphasis supplied. ] 


Section 107.302-1 (b). Initial capital and surplus of licensee: 


The amount allocated to paid-in surplus shall never exceed 
the amount allocated to capital stock. 


Section 107.302-1 (d). Initial capital and surplus of licensee: Here, 
the regulations specified that to the extent that cash funds are not 
available to a licensee from private sources to provide any amount of 
required initial minimum capital and surplus in excess of $150,000, 
then SBA, upon request, contained in an application of the licensee, 
“may purchase or agree to pee debentures of such licensee in 
an amount equal to such deficiencies but not in excess of $150,000.” 


Also, there, it is specified that, although section 302 (a) of the Small 
Business Investment Act provides that the funds thus advanced by 
SBA to a small-business investment company shall “be deemed a part 
of the paid-in capital and surplus,’ SBA proposed the establish- 








oon 
tion 
e it 
sible 
1, at 
hich 
itely 


Usi- 


need 
egu- 
ness 
nin- 
58.” 
vere 


ere, 
not 
it of 
000, 
see, 
e in 
00.” 
nall 
l by 
art 
ish- 


FINAL REPORT ON SMALL BUSINESS 39 


ment of regulations which shall treat and account for such funds 
“as a debt transaction.” 

Section 107.302-1 (f). Initial capital and surplus of licensee: This 
proposed regulation provided for the terms and conditions which 
would be applicable to the debenture SBA purchases in the advance- 
ment of the “paid-in capital and surplus” and in that respect specifies 
that— 


Interest upon the amount of such debentures shall be at the 
rate of 5 per cent per annum, and amortization shall com- 
mence at the beginning of the second half of the term thereof. 
Maturities shall not exceed twenty years. [Emphasis 
supplied. ] 


Section 107.303-1. Conditions and limitations upon borrowing 
power of licensee: 


(a) The ratio of the total amount of outstanding indebted- 
ness of a licensee to paid-in capital and surplus * * * shall 
never exceed four to one. 

* * * * * * * 


(c) Interest upon such loans shall be at the rate of 5 per- 
cent per annum and the maturities thereof shall not exceed 
twenty years. 


Section 107.304. Provision of equity capital for small-business con- 
cerns: This proposed regulation provided for the terms and conditions 
under which a small-business investment company would be permitted 
to advance equity capital to small-business concerns through the pur- 
chase of convertible debentures from such small-business firms. In 
that connection, it specified that 


All terms, provisions, and conditions to be imposed by a 
Licensee in connection with any such purchase, including the 
initial purchase price, shall be set forth in the Proposal for 
the prior approval of SBA. [Emphasis supplied. | 


Section 107.305. Long-term loans to small-business concerns: This 
proposed regulation would govern long-term loans by small-business 
investment companies to various small-business firms. Among other 
terms and conditions proposed are the following: 





The rate of interest for a Licensee’s share of any loan to a 
small-business concern shall not exceed the legal limit, if any, 
applicable to such loan. In the event a legal limit does not 
exist, the maximum rate of interest for the Licensee’s share 
thereof shall be determined by SBA. 


Section 107.306. Aggregate limitations: This proposed regulation 
and its subdivisions imposed a number of stringent limitations upon 
management and operations of small-business investment companies, 
including the following: 


Except during the liquidation of a Licensee, the assets of 
any such company shall not include stock of a small-business 
concern or concerns of a value computed in accordance with 
the provisions of this section in eacess of the funds and credit 
obtained by the Licensee from all sources other than SBA, 
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In view of the fact that the Small Business Administration, when 
it issued these proposed regulations, invited in the “15-day period fol- 
lowing publication” all “interested parties to submit comments” to the 
SBA on the proposed regulations, the chairman of the House Small 
Business Committee on October 29, 1958, published and otherwise made 
available to SBA a statement of comments and criticisms regardin 
the proposed SBA regulations. A portion of that statement is quote 
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in order that Federal funds advanced to a Licensee shall not 
be represented by equitable or stock ownership in small- 
business concerns. {Emphasis supplied. ] 


as follows: 


On every important feature of this new act, these regu- 
lations reject, or whittle down, the authority for helping small 
business which Congress entrusted to the SBA last August. 
Toenumerate : 

(1) These regulations forbid the small-business investment 
companies to use any part of the funds obtained from SBA 
to supply equity capital to small concerns. This is exactly 
contrary to my understanding of a principal purpose of the 
act. 

(2) The SBA regulations seem to require that a small- 
business investment company obtain the prior approval of 
SBA for each investment the company proposes to make in a 
small-business concern. This is also contrary to my under- 
standing of the congressional intent, which was to have local, 
privately owned companies making the investment and loan 
decisions. If SBA is going to make each decision, then the 
whole purpose of encouraging private enterprise to take over 
the job of small-business financing will be defeated. 

(3) A prime feature of the act is the feature which auth- 
orizes the SBA to put capital into small-business investment 
companies to match private capital on a dollor-per-dollar 
basis. The SBA regulations reject this authority, however, 
and declare that SBA will only make loans to these invest- 
ment companies—and rather short-term loans, at that. 
Furthermore, SBA announces it will charge these small- 
business investment companies an interest rate of 5 percent, 
which means SBA will charge the retail rate on money it lends 
to wholesalers. 

(4) SBA proposes that the small-business investment 
company may not have borrowed capital in excess of four 
times the amount of its paid-in capital, counting all SBA 
funds as borrowed capital. This seems to me an unwarranted 
restriction on the small-business investment companies. It is 
a restriction that Congress specifically considered and refused 
to write into the law. 

(5) Finally, in these proposed regulations, SBA has intro- 
duced some brandnew definitions for excluding small firms 
from use of the new investment facilities. Specifically, SBA 
declares that no concern whose stock is traded on any stock 
exchange, even a local exchange, or whose stock is traded “over 
the counter,” shall be considered “small business.” Further- 
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more, these regulations declare that a concern which has ob- 
tained so much as $100,000 of public financing within the 
whole of the preceding 5 years shall not be eligible to par- 
ticipate in small-busines investment company financing. 
This means that, to take part in the new financing enterprises 
Congress envisioned, a small firm must be able to pass the 
eye-of-the-needle test. 


On August 24, 1958, the majority leader of the Senate, the Hon- 
orable Lyndon B. Johnson, the senior Senator from Texas, presented 
to the Senate a statement relating to the Small Business Investment 
Act of 1958, including questions and answers about how it was ex- 
pected to be applied in governing the operation of small-business in- 
vestment companies. ile that statement of Senator Johnson’s is 
not to be regarded as a statement criticizing SBA’s proposed regal - 
tions—indeed, Senator Johnson’s statement was issued prior to SBA’s 
proposed regulations—nevertheless, the statement made by Senator 
Johnson may be taken to express his views on specific points which 
were covered by SBA’s proposed reyulations. For example, on the 
matter of the definition of a “small-business concern,” Senator John- 
son’s statement used this language: 


Question. What is a small-business concern ? 
Answer. Under the act, the same definitions of “small 
business” will apply as the Small Business Administration 


issues for its regular loan programs under the Small Business 
Act of 1953, as amended. 


On the question of “how a small-business investment company may 
be financed,” Senator Johnson’s statement contained the followimg: 


As part of its permanent capital, the small-business invest- 
ment company may obtain $150,000 of Federal funds by turn- 
ing over subordinated debentures to the Small Business 
Administration. [Emphasis supplied. ] 


Also, it is believed that the statement presented by Senator Johnson 
to the Senate on August 24, 1958, contains language pertinent to that 
part of SBA’s proposed regulations (sec. 107.304) providing for “prior 
approval of SBA! of “all terms, provisions, and conditions to be im- 
posed by a licensee in connection with any such purchase, including 
the initial purchase price.” The language in Senator Johnson’s state- 
ment referred to in that connection points out that one of the prime 
purposes of the Small Business Investment Act is “to foster self- 
reliance” at local level on the making of decisions on whether or not to 
finance specific small-business enterprises instead of requiring a small- 
business man to “run to Washington” for management, advice, and 
direction on all matters. It was stressed that “this is both a local pro- 
gram and a private program.” 

The House Small Business Committee, in the meantime, has re- 
ceived statements of comments and criticisms from numerous inter- 
ested parties about SBA’s proposed regulations to govern small-busi- 
ness investment companies. These have included the following: 

(1) A letter from one of the leaders in the United States House of 
Representatives in which he expressed the hope that “we will be 
successful in having the Administrator change these regulations.” 


32893—59——_4 
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(2) A telegram from an outstanding leader in the western part of 
the United States urged the House Small Business Committee “to 
hold hearings at the earliest possible moment” for the purpose of at- 
tempting to persuade SBA to change its proposed regulations. 

(3) A Member of the bar in the Mid-Atlantic area, engaged in ad- 
vising small-business men about the formation of small-business in- 
vestment companies, wrote “the proposed regulations will defeat the 
intent of Congress” and urged serious consideration be given toward 
their revision. 

(4) A certified public accountant wrote from Richmond, Va., in- 
quiring what, if anything, could be done “to help persuade the Small 
Business Administration to revise its proposed regulations.” 

(5) The head of a small-business concern in Chicago wrote that if 
the proposed regulations stand “much of the value has been taken 
from the act.” 

(6) A director of a small bank in Florida wrote— 


When I first read about the proposed small-business invest- 
ment companies, I was greatly interested. I had hope of 
getting a few people together to raise the capital to start one. 
Now that I have read the proposed regulations, I am not 
interested for following reasons: 

(a) It is apparent that stockholders of investment compa- 
nies can be only rich men. The program is so set up that a 
rich man can look at it: “Heads I win, tails the Government 
loses.” My contemplated associates are not rich men. 

(6) So far, I have seen no way for little-business men, 
modestly well-to-do stockholders of such an investment com- 
pany, to make any money. Because, I can’t see how the com- 
pany itself, can profit. 

(c) Regulation and control. SBA wants all the authority 
while stressing it takes absolutely no responsibility. In my 
es; experience authority and responsibility go hand in 

and. 

(d) I believe SBA does not know what it is doing. Sud- 
denly, a bonanza has been dumped in its lap and it does not 
know what to do about it. 

(e) It would appear that the SBA people are not little- 
business people but rather people who are interested in estab- 
lishing another permanent bureau of the Government to live 
off the taxpayers. 

(f) The regulations are glaringly inconsistent when they 
state that 1 stockholder can own 49 percent while at the same 
time stating a company will be subject to holding company 
rules and regulations. 


(7) A leader of a small-business investment company representing 
the chamber of commerce in one of the fastest growing commercial 
centers of the Southwest wrote “it is believed the regulations as pro- 
posed become a deterrence rather than an assistance in the formation 
of small-business investment companies.” 
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ito (8) Leaders in Nevada in organizing investment facilities for a 
at- viding capital to small business explained their criticism of SBA’s 
proposed regulations in the following language: 


ad- (a) It appears that the regulations make a business-getting 
in- and data-gathering organization of our small-business invest- 
the ment company only to be submitted to the Small Business 
ard Investment Division for approval or disapproval. Nothing 
. is left to the judgment of the small-busines investment com- 
in- pany who is actually the lender. The regulations presuppose 
all that the company is incapable of lending money. 

d (b) The interest rates charged by SBA are too high, retail 
if rates to wholesalers. This in turn makes rates to the ultimate 
cen consumers, small-business concerns, too high to carry. 

(c) The regulations allow no independence of action or 
decision and are so stringent and prohibitive that private 
enterprise does not operate; the Government agency 1s actu- 
ally the operator. 

(d) It would appear from reading the Small Business 
Investment Act of 1958 that the intent of the Congress was to 
supply a small-business investment company on a dollar-for- 
dollar invested basis, the financial statement of the company 
complying with reasonable and proper requirements. Thus 
leaving the decision of making loans to the lenders conform- 
ing to the customary practice of private lending companies 
and banks. 

(e) As stated in the letter of the SBA Administrator, 
“Great latitude is allowed in the planning and management of 
the companies,” but he failed to add that nothing is left to the 
judgment and decision of the companies—the most prized 
prerogatives and responsibilities of executives. 


(9) Also, those who are endeavoring to organize and establish 
facilities for financing small-business firms in Texas criticized SBA’s 
proposed regulations and stated : 


Now, however, it would appear that the Small Business 
Administration, acting under its authority to establish the 
rules under which these corporations could operate, have just 
about stymied this bill by making the rules so rigid that any 
local bank would do the same kind of financing. Of course, 
this condition was not done in a direct way by those who set 
up the rules, but the same thing was accomplished through 
the means of other restriction. I am taking the liberty of 
enclosing some comments from some of the Washington 
services to which we subscribe. 


1o 
al 


n 


* * * ~ * 


Since little time was given for protest because it was not 
until 4 or 5 days ago that we could get the regulations, I 
doubt that many of them have been changed. Unless the 
regulations were changed and modified, the Small Business 
Investment Act of 1958 is, in my opinion, a useless piece of 
legislation, although I am sure that its authors intended it 
to serve a useful purpose in helping small businesses get 
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started and stay on their feet in the face of present-day com- 
petition from combines who have ample access to the free- 
capital market. 

All the stockholders of South Texas Small Business Invest- 
ment Co. will appreciate your efforts to get these regulations 
modified by SBA. 


(10) Representatives of Toledo Small Business Association, Toledo, 


Ohio, have advised that in their view: 


The proposed regulations apparently limit the length of 
time SBA would invest in small-business investment com- 
panies in turn curtailing or even forbidding the use of SBA 
money to be used in supplying equity capital to small busi- 
ness. If this be so, we submit that it is contrary to the intent 
of the act. 

With further reference to SBA investment in small-busi- 
ness investment companies, we interpret the regulation as 
substituting relatively short-term loans at an interest rate of 
5 percent. It would not be reasonable to expect that a small- 
business investment company could pay 5 percent for invested 
capital, which in turn would have to be loaned to small busi- 
ness at a higher rate of interest in order for the small-busi- 
ness investment companies to realize a return on their invest- 
ment. In other words, we think this rate of interest is 
excessive. 


(11) A group in Tennessee working to organize and establish facili- 


ties for financing small business criticized the proposed SBA regula- 
tions in the following manner: 


(a) It took Congress 25 years to pass this law; please don’t 
kill it in 2 months; 

(6) The proposed regulations restrict the intent of the act so 
that the purposes will largely be defeated ; 

(c) T he small-business investment companies are put in a 
straitjacket so that there is little chance of their operations being 
profitable ; 

(d) The inducement to get private capital in this field to help 
finance small business is akan away by high interest charges to 
small-business investment companies and limitations on activities 
of the companies; 

(e) The regulations deny authority to use Government funds 
for making equity-type investments which is contrary to the pur- 
pose of the act; 

(f) The definition of small business should be expanded in 
order to attract private capital instead of being further restricted 
by eliminating or making ineligible small business which may 
have been able in the past to sell stock to the public. Market 
conditions and circumstances change and there is no assurance 
they can sell additional securities in the open market; 

(12) A critic wrote from New England to the following effect: 
Section 107.304-1 (h) : 


The proposed regulations stipulate that the Proposal shall 
contain, for the purpose of prior approval by the Adminis- 
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trator, “ald terms, provisions, and conditions” of purchase of 
stock of any concern which the Company might acquire under 
the conversion feature of Sec. 304 of the Act, “including the 
initial purchase price.” 

I believe that this stipulation contains errors in wording, 
because even if I were to assume that the SBA intended to 

edo, materially change intent and purpose of the Act by interfer- 
ing with and participating in individual investment decisions 
of a Company, I cannot see how the Proposal could possibly 
contain terms, provisions, and purchase price of agreements 
which might be made by the Company during its business life, 
when each of those agreements will vary according to the indi- 
vidual situation which must be taken into account and con- 
sidered in each case on its own merits. * * * 

The Act itself seems to circumscribe quite clearly the areas 
where SBA approval is needed and the guides to be used in 
determining the qualifications of a Proponent. The purpose 
of the proposed stipulation seems to go far beyond the powers 
conferred to the Administrator by the legislature. 


In response to comments upon and criticisms made of the proposed 
SBA regulations, Hon. Wendell Barnes, Administrator, Small Busi- 
ness Administration, on November 17, 1958, in writing to the chairman 
of the House Small Business Committee stated : 


The proposed regulations have been published in tentative 


ili- form to permit all interested persons to offer comments and 
la- recommendations, which I assure you will receive our 
thorough consideration. 
n't Regarding your comments: 
1. emens you did not mean to state that the regulations 
so prevent investment companies from purchasing convertible 
debentures, but that your first comment was intended to criti- 
la cize section 107.306—1 (c) of the regulations. This regulation 
ing would tend to back those assets of an investment company 
composed of stock, with funds acquired from private sources. 
elp We have reservations as to its practicality and included the 
to same in the proposed regulations in order to receive the benefit 
ies of comments thereon. However, I do not believe that Con- 
gress intended that Government funds should be represented 
ds in any form by equitable stock ownership in small businesses. 
1r- Bills permitting this were rejected during committee con- 
sultations. 
in 2. The regulations do not require an investment company to 
‘ed obtain prior approval from the Small Business Administra- 
ay tion for each investment. They state that the sale and pur- 
cot chase of convertible debentures and the making of loans must 
ine result from negotiations between the small-business concern 


and a licensee. The act requires SBA approval of nonstatu- 
tory terms of convertible debentures and, to avoid approving 
each transaction, the regulations require an applicant to set 
forth in the proposal its basic policies and plans with respect 
to such terms, in order that we can give a blanket approval 
and thus eliminate the necessity for individual approval, 
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Further, section 107.308-2 of the regulations permits a 
licensee to obtain Federal funds upon a certificate without the 
disclosure of the specific purpose for which the funds will be 
employed. Only in the case of loans to or investments in con- 
cerns closely associated with a licensee through common 
ownership or a similar situation involving potential self-deal- 
ing, will it be necessary for the licensee to seek the prior ap- 
proval of SBA. I submit that this protection is necessary to 
protect the interest of the public investors and the Government. 

3. The act allows us to provide only debt funds to the invest- 
ment companies. While the proceeds from subordinated de- 
bentures are treated as capital funds for specified statutory 
purposes, nevertheless, the relationship between the invest- 
ment company and SBA will be that of debtor and creditor. 
The act does not permit us to match private capital or other 
funds of the investment company on a dollar-per-dollar basis. 
Subordinated debentures up to $150,000 can be purchased to 
supply any deficiency in the statutory minimum capitaliza- 
tion. Operating loans can be made by SBA in amounts up 
to 50 percent of the paid-in capital and surplus (including 
any SBA subordinated debentures) of an investment com- 

any. Consequently, a maturity must be provided and an 
initial period of 20 years without amortization until at least 
the end of 10 years is quite liberal under any debt standards. 

Recent studies by the Federal Reserve Board covering 
interest rates available to small-business concerns and current 
rates for such money published in financial papers do not indi- 
cate that a 5-percent rate is out of line for money to a relender. 
We have had practically no complaints regarding our pro- 
posed interest rates, which we announced shortly after pas- 
sage of the act. We believe that there should be some margin 
between what we pay the Treasury for funds and the interest 
rate we charge. Further, I believe that the interest rate 
should be high enough to encourage investment companies to 
seek private investors in preference to operating indefinitely 
on Government funds. f feel that this rate will permit the 
most profit to be earned by those companies which are oper- 
ated in such a way as to attract the most private investors. 
If this proves wrong, we can of course review the rate after 
we have had some experience. 

4. Section 303 of the act requires SBA to regulate the bor- 
rowing policy of an investment company. A ratio of total 
indebtedness to paid-in capital and surplus (including only 
SBA/’s subordinated debentures and not operating loans) of 
4 to 1 is a liberal spread, at least initially. Under minimum 
capitalization and maximum borrowings, a drop of 10 percent 
in the value of a company’s portfolio could wipe out the entire 
equity position of its stockholders. In fact, we doubt that a 
well-managed small-business investment company will ap- 
proach such ratio. The 8, 10, etc., to 1 ratio authorized by 
statute for State development companies takes into considera- 
tion the quasi-public nature of such institutions. In contrast, 
small-business investment companies operating under the act 
will be privately owned profitmaking ventures. 
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5. The definition of a small-business concern under the reg- 
ulations is intended to provide a prima facie identification 
considering the type of financial assistance to be provide 
under the act and the fact that the investment companies must 
make the initial determination of eligibility. It includes con- 
siderably more companies than the definition we now use in 
connection with our regular business-loan programs, and we 
think fairly accurately defines the companies which have had 
difficulty obtaining equity capital. Certainly, if a company 
has been able to obtain public financing recently, there is no 
reason to include it in this program. A concern which may 
be excluded under the definition can nevertheless apply to 
SBA for certification as a small-business concern for the pur- 
poses of the act. We will continue to endeavor to improve 
this definition so as to provide broad application and sim- 
plicity of administration, particularly for the investment 
companies. 


Small Business Administration regulations for small-business in- 
vestment companies 
SBA has now promulgated and published regulations relating to 


the Small Business Investment Act of 1958 and they may be found in 
the appendix of this report. (See p. 198.) 











CHAPTER IV. SMALL BUSINESS AND TAXES 


The problem 


The fact that taxes have a heavy impact on business is widely recog- 
nized and accepted. The fact that the tax burden on business is 
greatest in its impact on small business is not disputed seriously. 
There is a widespread contention that small business is called upon 
to assume an unfair share of the tax burden on business, 

Under the present Federal tax schedules, the tax rate is 30 percent 
on incomes up to $25,000. On incomes in excess of $25,000 the rate is 
52 percent. A net profit of $50,000 requires a tax payment in excess 
of $20,000 or 40 percent of earnings. A small-business man en- 
gaged in the manufacturing and sale of shoes has made the complaint 
that it would be necessary for him to increase his sales by $1 million 
annually under the present tax structure in order to retain an addi- 
tional $17,500 in net earnings for use in modernization and expansion. 
In that connection, he points out that with the tax structure of 52 
pee Federal and 4 percent or more State, taxes would take all 
mut $17,600 out of an estimated $40,000 additional profit that he could 
realize on added sales of $1 million. He pointed out that in order to 
effectuate an increase in sales of $1 million he would neeed an addi- 
tional $175,000 for working capital. Thus, he reasoned that the tax 
structure would preclude him from retaining from his net profits more 
than one-tenth of the amount needed in the way of capital in order 
to carry on an expansion of business. 

The more general complaint has been made that a basic inequity 
exists in the taxing of 52 percent of the corporate income exceeding 
$25,000 irrespective of whether the corporation earns a billion dollars 
a year or only $50,000 a year. In that connection, it was pointed out 
that the depletion of capital reserve on a taxable income of $50,000 at 
a rate of 52 percent is far more devastating than at the million dollar 
mark or higher. 

It is an established fact that much of the financing of the modern- 
ization and expansion of American business enterprises since World 
War II has been accomplished out of the accumulations of retained 
earnings. In some instances, where multi-billion-dollar corporations 
were involved, the use of funds from the accumulation of retained 
earnings embraced large amounts. However, with the rate of Federal 
income taxes on corporations falling as heavily (after the first $25,000 
of net income) upon small firms as upon the largest, the small firms 
have been handicapped in their desire and ability to accumulate, retain, 
and utilize earnings for the purpose of modernization and expansion 
with the same ease and facility as the larger firms. For example, when 
one of the large corporations has for any year a net income of $500 
million before taxes, it is fortunate enough to enjoy a net income 
after taxes of almost $250 million. It is out of such resources that 
the large firms have been able to finance a substantial amount of mod- 
ernization and expansion. On the other hand, a small concern with 
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a net income of $100,000 before taxes finds itself with a net income 
of only about $50,000 after taxes. Out of the latter amount, it has been 
able to retain insufficient capital to finance needed modernization and 
expansion. 

The Small Business Administration, in its ninth semiannual report 
for the 6 months ending December 31, 1957, at page 30 stated: 


Officials of the Small Business Administration in constant 
contact with small-business men throughout the country hear 
daily of the problems of small business. Among the most 
prominent of the problems are the following : 

1. The impact of taxes, which makes it difficult for some 
small businesses to accumulate working capital or capital for 
expansion. 


It has been stated that— 

There is little doubt that our tax structure, entirely apart from its 
specific effect on business mergers, tends to impede the expansion of 
growing enterprises as compared with that of large, established com- 
panies. In this way, it enables the well-entrenched, established com- 
panies better to withstand the challenge of their growing competitors, 
and, thereby, helps to maintain and increase existing levels of indus- 
trial concentration.’ 

The thought was expressed on the record of the committee hearings 
that one of the greatest boons which could be given to small business 
for the expansion of industry would be to permit small business to 
accumulate and retain earnings out of which it could finance needed 
modernization and expansion.’ 

The Joint Committee on the Economic Report gave consideration to 
this matter and in a report on Federal Tax Policy February 5, 1956, 
made reference to it. In that connection that committee stated : 


* * * itis a widely held view that small and new businesses 
have limited access to credit and equity capital from external 
sources as compared with larger, better established firms. 
The growth requirements of small and new companies fre- 
quently involve more extensive reliance on internal resources, 
particularly retained earnings, than in the case of other com- 
panies. A corporation income-tax rate structure which does 
not unduly limit the financial resources required to finance 
the exewths of large, established companies, therefore, may 
prove extremely burdensome in this respect for small and 
new companies. A greater differential in effective rates ap- 
plicable to small and large corporate taxpayers should be 
given careful consideration. 


It has been contended that inherent in the heavy tax burden on 
corporate business enterprises is the fact that small-business concerns 
have less opportunity to escape the impact of that burden than do 
large-business firms. In that connection, it has been pointed out that 
big-business firms can and do diversify, sometimes to almost unbe- 





1See record of hearings before the Select Committee on Small Business, U. S. Senate, 
on Tax Problems of Small Business, pt. 1, October 1957, p. 451. 

*P. 198 of the record of hearings before the Select Committee on Small Business of 
the House of Representatives, 85th Congress, on Problems of Small Business Financing. 
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lievable lengths, while a given small-business firm usually operates in 
only 1 place and has only 1 or a few products for sale and that under 
such circumstances the small firm faces great obstacles in any effort 
to increase prices and thus pass along to its customers a part of its tax 
burden. On the other hand, it has been explained that the large, 
diversified corporations doing nationwide business in selling many 
products, some of which are exposed to little competitive impact, are 
able to pass along to their customers a part of the tax burden. Studies 
presented to the Joint Committee on the Economic Report confirmed 
that large corporations do pass on a substantial part of their corporate 
income-tax burden to consumers (Economic Report by Prof. A. R. 
Musgrove, University of Michigan, as reported to the Joint Committee 
on the Economic Report). 

The distinguished chairman of the Committee on the Judiciary, 
House of Representatives of the United States, the Honorable Eman- 
uel Celler, and the ranking minority member of that committee, the 
Honorable Kenneth B. Keating, have expressed the view and stated 
it to be their position that— 


The merger trend is a disturbing phenomenon in our econ- 
omy, and if it remains unchecked it can cause the pendulum 
to swing all the way in the opposite direction and drive the 
Nation to state socialism. In many cases, mergers are ef- 
fected simply to minimize Federal taxes. No economic 
purpose is served. 
The House Small Business Committee studied the problem 
For a long period the House Small Business Committee has inves- 
tigated and studied the effect of the tax structure on small business. 
During the 83d Congress it presented House Report No. 1002. That 
report was based upon hearings held by the House Small Business 
Committee, Subcommittee No. 2, under the chairmanship of Repre- 


sentative Horace Seely-Brown, Jr. In that report it was concluded 
that— 


The serious financial predicament of small business and the 
detrimental effect of current tax rates on the continued com- 
petitive status of the small firm cannot be too strongly 
emphasized. If small business is to play its part in our econ- 
omy, it is essential that the tax structure be amended to pro- 
vide a healthier climate for the growth of new and established 
small business. A solution of these problems is vital to a 
sound competitive economy. 


The House Small Business Committee in House Report No. 2970 
of the 84th Congress concluded that the present structure of Federal 
income taxes, the corporate and individual income taxes combined, 
are bringing about rapid changes in the structure of American busi- 
ness. The individual income tax rates which unincorporated firms, 
or their owners, must pay, are high and steeply progressive. To a 
large extent the corporate form of organization provides a shelter 
against the high individual income tax rates, and allows the owners 
to accumulate “retained earnings” in the corporation. But the cor- 
porate income tax rates are high, too, particularly on the corporation 
that actually bears a large part of the burden of this tax. The smaller 
the corporation, as a general rule, the greater the competitive pres- 
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sures under which it operates, and hence the greater the proportion 
of the burden of the tax it actually bears. Conversely, progressively 
larger corporations, enjoy progressively more freedom from competi- 
tive pressures, and, in reality, shift progressively larger proportions 
of the tax—largely onto consumers, but also in part, onto more com- 
petitive firms in the supply and distribution fields and onto the cor- 
poration’s employees. The result is that smaller corporations, much 
like unincorporated firms, are substantially drained of any earnings 
which might be invested in business expansion, while the corporate 

iants are gathering in the Nation’s “economic surplus”—represented 
Ey the savings available for investment in business expansion. The 
corporate giants are using these savings to finance both plant expan- 
sions and wholesale acquisitions of smaller corporations, thus extend- 
ing their control over larger shares of the business system. 

In view of these findings, the House Small Business Committee 
recommended at the conclusion of the 84th Congress: 

(1) That the Internal Revenue Code of 1954 be amended to effect 
a substantial reduction of the corporate income-tax rates on small 
corporations. 

(2) That the appropriate committee review section 1361 of the 
Internal Revenue Code of 1954, and the regulations of the Commis- 
sioner of Internal Revenue pertaining to this section, and draft appro- 
priate legislation to remove undue obstacles, if any, which stand in 
the way of unincorporated business firms making effective use of the 
provisions by which they may elect to be taxed as a corporation. 

(3) That the appropriate committees consider legislation to amend 
the Internal Revenue Code of 1954 as amended either: (1) to impose 
the captial-gains tax on the owners of a business firm who seil the 
firm’s assets in exchange for corporate stock, or (2) to remove the 
capital-gains tax in the case of such assets when sold for cash. 

(4) That the appropriate committees consider legislation to amend 
the Internal Revenue Code of 1954 to give the taxpayer the option of 
paying the estate tax over a period of up to 10 years, with reasonable 
interest charges, in cases where the estate consists largely of invest- 
ments in closely held business concerns. 

(5) That the appropriate committees consider legislation to repeal 
the excise taxes imposed during World War II, or reimposed during 
the Korean war period, and that the necessary revenue which these 
taxes might yield be provided for in setting the progressive rates 
on corporate incomes, as already recommended. In connection with 
this recommendation it was pointed out that the transportation tax 
on freight shipped by common carrier discriminates as between small 
firms and their direct competitors in the big business segments of 
industry. Small manufacturers and other small suppliers tend to 
depend upon common carriers for transporting their goods to markets, 
in which case the tax enters into the cost of the delivered goods. In 
contrast, big manufacturers can avoid the impact of the tax by oper- 
ating their own private transport systems or by employing contract 
carriers to assemble their needed supplies and deliver their finished 
goods to market. 

During the course of the committee’s study and investigation of 
problems of small business financing in the present Congress, the 
committee took the position that small business must be permitted to 
contribute its full share in the present national effort. 
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The committee’s studies have established conclusively that Govern- 
ment can give immediate help to small business by eliminating some 
of the inequities in the Federal tax structure that are now stifling 
the capital growth of the small enterprise. 

Committees of both the Senate and the House considered this prob- 
lem and recommended that something be done to help solve it for 
small business. The Select Committee on Small Business of the 
United Senate Senate held extensive hearings at various locations 
over the country, between September 16 and December 10, 1957, and 
presented a report on the matter entitled “Tax Problems of Small 
Business” (S. Rept. No. 1237, January 30, 1958). It recommended 
that Congress immediately consider and act favorably on tax relief 
for small business. 

Earlier the President of the United States had become concerned 
about the problem and on May 31, 1956, appointed a Cabinet Com- 
mittee on Small Business to investigate the economic condition of 
small-business enterprises and review Federal policies and programs 
that affect small business. On August 7, 1956, that Committee sub- 
mitted a progress report to the President in which it recommended : 

(1) That the taxes imposed on business corporations be modified 
by reducing the tax rate from 30 to 20 percent on incomes up to 
$95,000. 

(2) That businesses be given the right to utilize, for purchases of 
used property not exceeding $50,000 in any one year, the formulas 
of accelerated depreciation that were made available to purchasers 
of new property by the Internal Revenue Code of 1954. 

(3) That corporations with, say, 10 or fewer stockholders be given 
the option of being taxed as if they were partnerships. 

(4) That the taxpayer be given the option of paying the estate 
tax over a period of up to 10 years in cases where the estate consists 
largely of investments in closely held business concerns. 

Those recommendations were specifically and fully endorsed by 
the President of the United States.’ In this connection, it is believed 
appropriate to note that this recognized need for tax relief for small 
business is not something new. For example, President Eisenhower, 
in his first message to the Congress on the state of the Union in Janu- 
ary 1953, acknowledged the existence of this need and gave assurance 
that action would be taken to meet it. 

Therefore, the problem of small business and taxes has been a 
problem not only of long standing but also one thoroughly recognized 
and made subject of deep and prolonged study and consideration. 


The 85th Congress considered the problem 


Early in 1957, the 85th Congress undertook consideration of pro- 
posals for legislation to give small business tax relief. Many bills 
were introduced in both the Senate and the House designed to provide 
tax relief for small business. 

At the beginning of the Ist session of the 85th Congress, the chair- 
men of the Biciats and House Small Business Committees introduced 
bills to provide tax relief for small business. They were quickly 
followed by many similar tax bills, one of which was introduced by 


* Wall Street Journal of October 22, 1956. See also an address by the assistant to the 
President, Mr. Sherman Adams, before the 18th Annual Conference of Small Business 
Association of New England, Boston, Mass., October 1956. 
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the chairman of the Senate Committee on Banking and Currency, the 
Honorable J. W. Fulbright. The principal thrust of Senator Ful- 
bright’s bill (S. 150) introduced on January 7, 1957, provided: 


That the taxes imposed on business corporations be modified 
by reducing the tax rate from 30 to 20 percent on incomes 
up to $25,000.* 


Various other bills, including H. R. 5631, introduced March 6, 1957, 
by the ranking minority Member of the House Small Business Com- 
mittee, Representative William S. Hill (Republican, Colorado), pro- 
vided not only for a reduction in the corporate tax rates on incomes 
up to $25,000 but also provided for such reductions to apply on incomes 
up to $150,000. Other provisions in Representative Hill’s bill, H. R. 
5631, provided for deductions from taxable income, amounts up to 
$150,000 spent for expansion and modernization, the election of indi- 
viduals and saiimmaiae to be taxed as corporations, the election of 
corporations to be taxed as partnerships, allowances for loss on invest- 
ments in small-business enterprises, accelerated rates allowable for 
depreciation of property owned and used in small-business enterprises, 
and for the payment of estate taxes in 10 installments over a period of 
10 years by small closely held business concerns. The other members 
of the House Small Business Committee subscribed to the principles 
provided for in Mr. Hill’s bill and agreed to give full support to a bill 
containing provisions embodying those principles.® 

Indeed, all members of the committee in the course of time intro- 
duced bills embodying those principles. Also the Honorable Thomas 
B. Curtis (Republican, Missouri), a member of the House Ways and 
Means Committee, introduced H. R. 5649 which provided for small 
business tax relief in the form of a deduction of ‘aed invested in a 
business for the purposes of modernization and expansion. That bill 
also contained provisions embodying principles which will be found 
in the bills introduced by members of the House Small Business Com- 
mittee. 

From these circumstances, it is seen that the 85th Congress seriously 
undertook its study and consideration of this problem. ‘The chairman 
of the Senate Committee on Banking and Currency communicated 
with the White House February 5, 1957, and requested a statement of 
the facts regarding the condition of the Federal budget in relation to 
proposals for granting tax relief to small business and an up-to-date 
statement of the position of the President and the administration on 
this problem.’ In response to that request the White House advised 
that its views about the condition of the budget in relation to the pro- 
posals for small business tax relief and the position of the administra- 
tion thereon were set forth in a communication dated July 15, 1957, 
from the President to the late Honorable Jere Cooper, then chairman 
of the House Ways and Means Committee. In that communication 


*P. 11101, Daily Congressional Record, Monday, July 22, 1957. 
5P. 412, record of hearings before the Select Committee on Small Business, House of 
Representatives, on problems of small-business financing, pt. I. 
See H. R. 5632 through and including H. R. 5636 and H. R. 9957 through and including 
H. R. 9963. 
7 Daily Congressional Record, p. 11100, Monday, July 22, 1957. 
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reference was made to the first recommendation for small business tax 
relief made by the President’s Cabinet Committee on Small Business 
August 7, 1956. The first recommendation of the Cabinet Committee 
was to the following effect: : 


That the taxes imposed on business corporations be modi- 
fied by reducing the tax rate from 30 percent to 20 percent 
on incomes up to $25,000. 


The President in his communication to the Honorable Jere Cooper, 
chairman of the House Ways and Means Committee, July 15, 1957, 
made reference to that “first recommendation” of the Cabinet Com- 
mittee on Small Business and in doing so stated : 


It now appears that the excess of income over disburse- 
ments in the fiscal year 1958 will be so small that no action 
should be taken by the Congress at this time which will in- 
volve any substantial tax reduction for anyone. In the eco- 
nomic conditions that prevail currently and can be expected 
during the next fiscal year, all the income which the present 
tax laws provide should be reserved in order to maintain the 
balance between income and outgo as now estimated and to 
make modest reductions in our national debt. 

Therefore, it would be ill advised to consider the first rec- 
ommendation noted above, because of the substantial revenue 
loss that it would entail. 


Almost simultaneously the ranking minority member of the House 
Small Business Committee, Representative William S. Hill (Repub- 
lican, Colorado), and each of his minority colleagues on the commit- 
tee introduced identical bills (H. R. 8813 to and including H. R. 
8818) which were explained as providing for the limited amount of 
small business tax relief the President had advised the Federal budget 
would afford. In brief, those bills provided for (1) a deduction 
from taxable income of amounts reflecting losses sustained through 
investments in small-business enterprises; (2) for corporations to 
elect to be treated as partnerships; (3) for the payment of State’s 
taxes in 10 equal installments over a period of 10 years by small 
closely held business concerns; and (4) for accelerated depreciation 
rates on limited amounts of property acquired by small-business 
concerns. 

Faced with these various elements of the problem and proposals for 
dealing with it, the House Ways and Means Sommittee announced that 
with the opening of the 2d session of the 85th Congress, it would hold 
extensive hedinee on the various proposals. Those hearings were 
conducted over a period of many weeks commencing in January 1958. 
Testimony was taken from hundreds of witnesses. In that connection, 
at the request of Chairman Patman of the House Small Business Com- 
mittee, Representative Joe L. Evins (Democrat, Tennessee) , a member 
of the committee, presented testimony on behalf of all the majority 
members of the committee. As the first witness before the Ways and 
Means Committee, Representative Timothy P. Sheehan (Republican, 











56 FINAL REPORT ON SMALL BUSINESS 


Illinois), presented testimony on the behalf of the proposals and bills 
which had been introduced the minority members of the House 
Small Business Committee. Both Representative Evins and Repre- 
sentative Sheehan strongly urged tax relief for small business in 
amounts exceeding that which had been recommended by the Presi- 
dent’s Cabinet Committee on Small Business and considerably in ex- 
cess of that suggested in the letter from the President to Hon. Jere 
Cooper, July 15, 1957. 

A number of witnesses, however, continued to point out that Treas- 
ury Department officials believed that the revenue loss would be so 
great that the Federal budget would not afford tax relief beyond that 
which the President had suggested in his letter to the chairman of the 
Ways and Means Committee July 15, 1957. 

Out of all of this consideration there developed bills which were 
introduced by the chairman of the House Ways and Means Committee 
(H. R. 13382) and a companion bill (H. R. 13383) by the ranking 
minority member of the Ways and Means Committee. In introducing 
those bills, the authors stated that they had been drafted by officials 
of the Department of the Treasury and that the administration would 
not oppose their passage. In that connection, it was pointed out that 
although passage of those bills would result in a revenue loss to the 
Treasury of more than $260 million, effort would be made by the 
administration to meet that problem. 

Consequently, Congress moved to enact the provisions contained 
in H. R. 13382 as the Small Business Tax Adjustment Act of 1958. 
It was incorporated in and made a part of the Technical Amendments 
Act of 1958, Public Law 85-866, approved September 2, 1958. 

In reporting the small-business tax relief provisions contained in 
that act, the Ways and Means Committee in House Report No. 2198 
stated : 


This is a bill to aid and encourage small business. It is 
not, however, an attempt to settle all of the small businesses’ 
problems, even in the area of Federal taxation. Instead, it 
constitutes a step, undertaken within the limits of the present 
fiscal requirements, to deal with a few of the more important 
tax problems of small business. Your committee believes, 
for example, that rate reductions are needed by small busi- 
ness as well as others, but that the high level of current ex- 
penditures makes significant tax reductions, under present 
conditions, inconsistent with sound financial management. 
In view of these limitations, your committee of necessity has 
had to limit this bill to an extremely small revenue loss and 
has had to select a few areas of high sensitivity from the 
standpoint of small business and concentrate the relief in 
these limited areas. 


Small-business taw adjustments for 1958 enacted 


In addition to the small-business tax adjustments provided for in 
the Technical Amendments Act of 1958, Public Law 85-866, tax relief 
for small business was provided also in Public Law 85-475 through 
the repeal of the 3 percent Federal tax on transporting freight. As 
above noted, the House Small Business Committee, in its final report 
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in the 84th Congress, House Report No. 2970, pointed out that such 
action should be taken. 

It will be recalled that this committee concluded that the transporta- 
tion tax on freight shipped by common carrier discriminated as be- 
tween small firms and their direct competitors in the big business seg- 
ments of industry because the small manufacturers and other sma 
suppliers tend to ~ e upon common carriers for transporting their 
goods to market. In such instances the 3 percent transportation tax 
on freight shipped by common carrier oo and entered into the 
cost of the delivered goods. Many big business firms avoided such 
impact of the tax by operating their own private transportation sys- 
tems. Therefore, it is believed that the repeal of that particular tax 
will operate materially to the benefit of small business. 

As explained earlier, the principal provisions for small business tax 
adjustments were considered and acted upon by the House in the form 
of H. R. 13382 entitled “Small Business Tax Revision Act of 1958.” 
By Senate action, concurred in by the House, provisions of that; bill 
became “Title I1—Small Business Tax Revision Act of 1958” of 
H. R. 8381, “Technical Admendments Act of 1958” and was approved 
as Public Law 85-866 September 2, 1958. 

In the succeeding pages of this chapter are set forth explanations 
of the substantive chapters of title IL, Public Law 85-866. These ex- 
planations are those that were made by the Ways and Means Com- 
mittee when it reported H. R. 13382, which as above noted later be- 
came the Small Business Tax Revision Act of 1958 title II of Public 
Law 85-866. 

The first substantive provision of title II, section 202, Public Law 
85-866, relates to losses on small-business stock. This provision was 
designed to encourage the flow of new capital into small busines. It 
does this by providing that for tax purposes losses on small-business 
stock shall be regarded as ordinary business losses rather than as 
capital losses. The ordinary loss treatment which this new law accords 
shareholders in small corporations in effect is already available to 
proprietors and partners in business enterprises. They have been re- 
porting directly the earnings from their business interests and thus 
ordinary losses realized by them constitute ordinary losses in the reg- 
ular course of their business. Hence, this new legislation, from the 
standpoint of risk taking, places shareholders in small corporations on 
a more nearly equal basis with proprietors and partners. In order to 
insure that this benefit is limited to small-business enterprises, this 
ordinary loss treatment is limited to shareholders in corporations, the 
total stock offering of any one of which is $500,000 or less. Also, the 
total stock offering per corporation plus the equity capital of the 
corporation must not exceed 81 million. Moreover, the maximum loss 
which a taxpayer can treat as an ordinary loss under this provision is 
to be $25,000 a year (or $50,000 in the case of a husband and wife filing 
a joint return). Finally, this treatment is available only in the case 
of an individual and anty if he is the original holder of the stock, and 
the corporation, in the 5 years before the taxpayer incurs the loss on 
the stock, must have derived more than half of its gross receipts from 
sources other than royalties, rents, dividends, interests, annuities, and 
the sale of stock or securities. Thus, it is seen that the provision was 
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designed to limit its benefits to companies which are largely operating 
companies. 

The second substantive provision of title IT, section 203, Public Law 
85-866, benefits small business by providing for a 3-year net operating 
loss carryback instead of the 2-year net operating loss carryback pro- 
vided for previously. Of course, the law continues the opportunity 
to carry forward for a period of 5 years any remaining loss unabsorbed 
through use of the provision of the 3-year net operating loss carry- 
back. The 3-year carryback is available with respect to losses arising 
in the calendar year 1958, or in the portion of a fiscal year encom- 
passing any part of calendar year 1958. 

This amendment to the tax laws means that the small-business man, 
including many farmers, who suffers an operating loss has an in- 
creased oportunity for obtaining an immediate tax refund because he 
can now recompute his taxes for the third preceding year when his 
operations may have been profitable, as se as recompute his taxes 
for the 2 preceding years as was permitted under the previous law. 
The new provision applies to any tax year ending after December 31, 
1957. If the loss year is a taxable year beginning in 1957 and ending 
in 1958, then only a prorated portion of the amount otherwise deter- 
mined may be carried back to the third preceding taxable year. 

The third substantive provision of title II, section 204, Public Law 
85-866, benefits small business by providing for additional deprecia- 
tion allowance to any business on tangible personal property to the 
extent of an aggregate cost of $10,000 (that limitation is raised to 
$20,000 in the case of a husband and wife who file a joint return). 
The amount of the depreciation allowance for the first year on tangi- 
ble personal property having an aggregate cost within the mentioned 
limitations and depreciable over a period of 6 or more years is 20 per- 
cent. 

It is important to note that the tax benefit is available to all tax- 
payers who, in computing Federal income taxes due on their incomes, 
may claim deductions as allowances for depreciation on tangible per- 
sonal property. Thus it benefits not only the usual type of small busi- 
ness but also farmers as well as merchants, manufacturers, and all 
other kinds of businesses. It applies as a speedup depreciation 
writeoff for any machinery or equipment purchased for use in busi- 
ness or farming operations. 

The fourth substantive provision of title IT, section 205, Public Law 
85-866, provides for an increase of the minimum accumulated earn- 
ings credit and for the exemption of earnings thus credited from the 
application of a special tax thereon. 

In addition to the regular corporate income tax, the law imposes an 
accumulated earnings tax of 2714 to 38% percent on improperly 
accumulated corporate earnings. In computing the income base on 
which such accumulated earnings tax is imposed, there is included 
an amount equal to the earnings and profits of the taxable year which 
are retained for the reasonable needs of the business. This has been 
known as the accumulated earnings credit. Before the enactment of 
the Small Business Tax Revision Act of 1958, the law provided that in 
any case before the imposition of the accumulated earnings tax a 
minimum credit of $60,000 of earnings would be exempted therefrom. 
That credit has been treated as accumulated credit and not as an 
annual credit. This new provision in Public Law 85-866 raises this 
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$60,000 minimum accumulated earnings credit to $100,000. A serious 
problem for small business has thus been removed because in the 
absence of specific plans small-business firms have found it quite 
difficult to establish the reasonable needs of the particular business 
involved for accumulated earnings credit. By raising this amount to 
$100,000 this provision makes allowance for rising costs which have 
made the $60,000 credit somewhat obsolete. It should be made clear, 
however, that this increase in the minimum credit is not in any way 
intended as an indication that the accumulated earnings in excess of 
$100,000 are necessarily subject to the special tax on accumulated cor- 
porate earnings. It only applies when such earnings are improperly 
accumulated. 

The fifth substantive provision of title II, section 206, Public Law 
85-866, provides for the payment of estate taxes applicable to invest- 
ments in closely held business enterprises in 10 equal installments over 
a period of 10 years. 

The House Small Business Committee in its “final report” in the 
84th Congress, strongly recommended a revision of the Internal 
Revenue Code of 1954 to this effect. There it was pointed out that 
the eeeent heavy estate tax has been leading to the dissolution of many 
small-business firms or requiring their merger with large businesses. 
That has been true because, as it frequently happened, upon the death 
of one or more of the owners of a small closely held business the 
funds for paying the estate tax completely in 1 lump sum and within 
15 months could be raised only by selling the assets of the business. 
This section provides much needed and overdue relief for small busi- 
ness in that respect. 

To be eligible : for this treatment under the income-tax laws, closely 
held businesses must represent 35 percent of the gross estate or 50 
percent of the taxable estate of the decedent. Also, the tax deferral 
is available only with respect to that portion of the estate attributable 
to the value represented by the closely held business and the install- 
ment of the taxes by the estates which qualify under this provision 
are subject to an interest charge at the rate of 4 percent on the de- 
clining balance of the taxes due. 

In addition to the small-business tax adjustments provided for in 
the “Small Business Tax Revision Act of 1958,” as title II of the Tech- 
nical Amendments Act, Public Law 85-866, a number of provisions 
were included in title I of that Public Law for the purpose of relieving 
certain aspects of the tax burden on small-business firms. One of 
these provisions appears as section 63. Another of those sections is 
No. 64. 

Section 63 relates to section 1361 of the Internal Revenue Code of 
1954. That section of the law provides for the election of certain 
unincorporated business enterprises to be taxed as corporations. In 
some instances it would greatly benefit certain small-business firms to 
so elect to be taxed as corporations. The law provided that the elec- 
tion could be exercised only in accordance with regulations prescribed 
by the Secretary of the Treasury or his delegate. Delays and con- 
fusion in making and issuing such regulations resulted in very few 
business enterprises moving to take advantage of that provision of 
the law. For example, there has been confusion over the question 
of whether a business firm electing to be taxed as a corporation as pro- 
vided in section 1361 of the Internal Revenue Code of 1954 would 
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thereafter be permitted to revoke that election. The 85th Congress 
acted to remove some of that confusion through its enactment of be6- 
tion 63 of Public Law 85-866. 

Not only has there been confusion among small-business firms over 
the question of whether a business firm electing to be taxed as a cor- 
poration would thereafter be permitted to revoke that election but 
also small-business firms generally were unaware of their rights under 
section 1361. Section 63 of the Technical Amendments Act of 1958, 
as noted, clears up a number of questions in that respect. It provides 
that a statement of election to be taxed as a corporation under section 
1361 filed in accordance with regulations prescribed by the Secretary 
or his delegate shall be treated as a valid election. Moreover subsec- 
tion A of section 63 provides that a valid election may be subsequently 
revoked in accordance with regulations prescribed by the Secretary 
or his delegate and that the revocation may be made at any time after 
the date of the enactment of Public Law 85-866 and on or before the 
last day of the third month following the month in which final regula- 
tions prescribed under section 1361 are published in the Federal 
Register. 

Section 64 of title I of Public Law 85-866 provides for closely held 
business corporations to be taxed as partnerships. This new provi- 
sion will greatly benefit the owners of small-business corporations 
by providing them with the opportunity to escape from the heavy tax 
burden falling on all business corporations. The owners of small- 
business corporations now may elect to be taxed at the income-tax rates 
applicable to individuals. By that move they would be enabled to 
reduce substantially the tax applicable on their incomes because the 
income-tax rates applying on the incomes of individuals in the lower 
brackets are much lower than the income-tax rates applying on the 
incomes of small corporations. The significance and importance of 
this provision to owners of small-business corporations cannot be over- 
emphasized. Section 64 applies and is effective with respect to taxable 

ears beginning after December 31, 1957, but permits an election to 
be made only for taxable years ending after the date of the amend- 
ments made by section 64 to the law. 

Only a small-business corporation may take advantage of the elec- 
tion provided in section 64 to be taxed as if its shareholders were 
partners in a partnership business enterprise. 

In that connection the term “small-business corporation” is defined 
to mean (1) a domestic corporation, (2) a corporation which is not a 
member of an affiliated group of corporations, (3) a corporation having 
no more than 10 shareholders, (4) a corporation having as shareholders 
only individuals (here an exception is made for shares held by an 
estate), (5) a corporation, the shareholders of which are residents if 
aliens, and (6) a corporation having only one class of stock. 

In order for such corporation to make the election described, it is 
necessary for all of the persons who held stock in the corporation on 
the first day of the taxable year which the election is effected, or on 
the date of the election, if the election is made after the first day, to 
consent to the election. 

An election may be terminated by (1) the failure of a new share- 
holder to consent thereto within a time set by the Secretary or his 
delegate, (2) the revocation by the corporation with the unanimous con- 
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sent of the persons who are shareholders on the day of revocation. 
(3) the corporation ceasing to be a small-business corporation, (4) the 
corporation having gross receipts, more than 80 percent of which are 
derived from sources outside the United States, (5) the corporation 
having gross receipts more than 20 percent of which are derived from 
royalties, rent, dividends, interest, annuities and sales or exchanges 
of stock or securities. 

As heretofore noted, one of the advantages accruing to the share- 
holders of a corporation exercising its election under this section, would 
provide for the net earnings of the corporation to be allocated to the 
individual shareholders and for them to be taxed at the rates the income 
of individuals are taxed. However, that advantage does not stand 
alone. This section provides for the shareholders to take advantage of 
the net operating loss of an electing small-business corporation. In 
that way each such shareholder is privileged to make use of such loss 
allocated to him from the corporation’s net operating loss to help him 
offset for tax purposes the income he enjoys from other sources in 
determining his net taxable income. Also, a shareholder may treat 
as a long-term capital gain that portion of the electing small-business 
corporation’s earnings and profits allocable to such shareholder and 
which represents his pro rata share of the corporation’s excess of net 
long-term capital gain over net short-term capital loss for the cor- 
poration’s taxable year. 

Section 58 of the Technical Amendments Act of 1958, Public Law 
85-866, was designed to help bring about greater compliance with the 
antitrust laws. ‘There is a provision in the antitrust laws which makes 
it possible for any person who is injured by virtue of the violation 
of these laws to sue and collect threefold the amount of damages he 
has suffered. The enforcement of the antitrust laws by private parties 
prechene in private litigation for the recovery of such damages has 

een one of our most effective enforcement factors. This is particu- 
larly important now. However, under a recent ruling of the Internal 
Revenue Service, which the Supreme Court upheld in 1955, the small- 
business man in winning any such damage suit, has had to pay taxes 
on the damages he is awarded as though this were income received by 
him in a single year. This ruling had the effect of taxing away a 
large part of what he recovered in the award of damages. In turn, 
this tended to remove the incentive for people to bring private anti- 
trust suits. Under this provision of the amended law, these damages 
may now be treated as income spread over all of the years the damages 
were actually suffered. 


Conclusion 


The House Small Business Committee is in full agreement with the 
stated position of the Ways and Means Committee as set forth in House 
Report No. 2198, to the effect that the Small Business Tax Revision 
Act of 1958 will aid and encourage small business. Also it is in agree- 
ment with the Ways and Means Committee and takes the same position 
as that committee to the effect that the measure is not an attempt to 
settle and will not settle all the problems of small business in the area 
of Federal taxation. There is need for additional legislation on this 
subject. A provision for allowing as a deduction from taxable income 
an amount reinvested by a small-business firm in its business up to 
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$30,000 in any taxable year would prove to be not only helpful to small 
business but a boon to the national economy. That and other provi- 
sions for relieving small business from a portion of the remaining 
heavy burden of Federal taxation are set forth in the committee recom- 
mendations in chapter X VIII of this report. 
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CHAPTER V. SMALL BUSINESS ADMINISTRATION 


General 


The Small Business Administration was established by Congress in 
1953 as an independent agency with the sole function of rendering 
aid and assistance to small-business concerns, including financial, pro- 
curement, and technical assistance. It was the congressional intent 
that the Small Business Administration act as the spokesman for 
small-business policies and procedures throughout the entire executive 
branch of the Government. 

In view of the importance of this activity and because of its im- 
»ortance to small business, a subcommittee of the full committee has 
baal charged with the responsibility of closely watching the activity 
and operation of the Small Business Administration to insure that 
the intent of Congress will be implemented properly. Representative 
Abraham J. Multer is chairman of this subcommittee which is desig- 
nated as Subcommittee No. 2. Other members of the subcommittee are 
Representatives Sidney R. Yates, Tom Steed, R. Walter Riehlman, 
and Horace Seely-Brown, Jr. 

In March and April of 1957, Subcommittee No. 2 held comprehensive 
hearings on the operations and procedures of the Small Business Ad- 
ministration. As a result of these hearings, the committee recom- 
mended amendments to the Small Business Act, most of which were 
adopted and incorporated in the final legislation enacted by this Con- 
gress, the Small Business Act of 1958 (Public Law 536, 85th Cong.). 

During its public hearings, the subcommittee found that despite an 
extremely slow start in 1953, considerable progress had been made in 
broadening the scope of the several Small Business Administration’s 
programs with noticeable improvement in the assistance, both finan- 
cial and procurement, rendered to individual small-business concerns. 

Before analyzing or evaluating the operations of the Small Business 
Administration in this report, it seems proper to discuss briefly several 
of the recommendations made by the committee which became a part 
of the new Small Business Act (Public Law 536, 85th Cong.). Per- 
haps the more important is the creation of the Small Business Adminis- 
tration as a permanent agency of the Government. Originally, when 
the Small Business Administration was created in 1953, the act pro- 
vided for a 2-year existence. In 1955 the law was amended extendin 
the act 2 more years, and in 1957 it was extended for 1 year. In 1957 
the House of Representatives, in passing the Small Business Act, 
followed the recommendation of this committee and made it a perma- 
nent agency by the overwhelming vote of 392 to 2. It was not until 
July 1958, however, that the Senate concurred therein. It was this 
committee’s opinion that the Small Business Administration, in order 
to be effective, in order that it give the proper aid and assistance, in 
order that small business benefit from its program, be made a perma- 
nent agency. 
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It was found that temporary status militated against full coopera- 
tion between other agencies in the executive branch of the Government 
which of necessity had to cooperate with the Small Business Adminis- 
tration. Long-range planning was precluded since these other depart- 
ments or agencies of the Government were reluctant to embark on 
programs which would be terminated upon the expiration of the Small 
Business Administration’s authority. This problem was aggravated 
by the lack of cooperation obtained from financial institutions in par- 
ticipating with the Small Business Administration in granting loans 
to small-business concerns. 

The Small Business Administration, in testimony before this com- 
mittee, indicated its difficulty in obtaining and retaining competent 
personnel. Its workload became heavier and the problems which it 
continued to face, became more complex. Continuity of competent 
personnel became necessary. Such people were hard to recruit and 
retain because of the temporary status of the agency. 

It was apparent that the problems confronting small business in 
our economy were not of a temporary nature. Hence, the need for a 
permanent Small Business Administration became essential to our 
economy. 

The bill originally recommended by the committee at the conclu- 
sion of its hearings in 1957 provided that the Loan Policy Board be 
abolished. 

The Loan Policy Board, in the opinion of the committee, has been 
a hindrance and an obstacle to the proper operation of the financial 
assistance program of the Small Business Administration. This 
Board, as presently constituted, consists of the Administrator as Chair- 
man, and the Secretaries of the Treasury and Commerce, or their 
designees, as members. It was the opinion of the committee that the 
authority, function, and jurisdiction of establishing loan policies 
should reside exclusively with the Administrator. Congress has 
always insisted that the Small Business Administration be a separate 
and independent agency in the executive branch of the Government. 

It is recognized that consultations and cooperation among the agen- 
cies are both necessary and advisable. Such consultation and cooper- 
ation do not require, however, that policy determinations be made or 
controlled by two other agencies via the Loan Policy Board, particu- 
larly when those other departments represent certain interests unsym- 

athetic at times to those of small business. Unfortunately, the Loan 
Policy Board was retained in the Small Business Act of 1958 because 
of the action of the Senate. This committee still believes that the 
Board should be eliminated or at least that represenation thereon by 
the Secretaries of Treasury and Commerce be eliminated. 

The problem respecting the rate of interest to be charged by the 
Small Business Administration on its share of participating loans, and 
on direct business loans, received extensive study by the committee. 
Many good reasons were advanced for the committee’s recommenda- 
tion that the interest rate be reduced on small-business loans. At the 
outset it was the inability of small business to obtain adequate financial 
assistance from private sources at reasonable rates of interest that made 
it necessary for the Congress to initiate the Government’s small busi- 
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ness lending program. Through this program Congress hopes to coun- 
teract the tremendous competitive ‘a vantage enjoyed by large busi- 
ness concerns in the money markets of today. ‘The small cost to the 
Government in reducing slightly the maximum interest rate to 514 
ercent is infinitesimal when compared to the valuable benefits con- 
erred upon small business which incidentally serves also to benefit 
the entire economy. 

The history of low interest rates through Government lending pro- 
grams isa long one. There have been and are other Government lend- 
ing programs where lower interest rates prevail. 

The Small Business Administration, through its Administrator, the 
Honorable Wendell B. Barnes, in testifying before this committee, 
objected vehemently to the lowering of interest rates on the ground 
that it would injure the bank-participation program. This theory was 
completely rejected by the committee upon the ground that the financial 
institutions always had the first opportunity to make these small- 
business Joans at reasonable rates and that the act provided that 
the Small Business Administration was to make the loan only if 
financial assistance was not available through other sources. Further- 
more, the rate of interest charged by the bank for its share is not 
governed by the interest charged by the Small Business Adminis- 
tration. 

During the study of the operation of the procedure and policies as 
established by the Small Business Administration in connection with 
the financial-assistance program, the committee deemed it necessary 
to study quite extensively the interpretation by the Administrator 
of that section of the Small Business Act which provides that— 


All loans made shall be of such sound value or so secured 
as reasonably to assure repayment. 


It was the opinion of the committee that the interpretation of the 
above language by the Small Business Administration was too re- 
strictive and contrary to the intent of Congress. In testifying before 
the committee, officials of the Small Business Administration stated 
that collateral was always required before a loan was granted. 

Admittedly, the funds under the jurisdiction and supervision of 
the Small Business Administration must be protected ; hence the pro- 
visions requiring that the loans be of such sound value, if not secured, 
that repayment is reasonably assured. It was and is clear to the com- 
mittee, however, that there are instances where, despite the inability 
to provide adequate collateral, there can be reasonable assurances of 
repayment, 

The committee recommended a change in the language of the act 
in order to emphasize the true intent of Congress but this recommenda- 
tion was not followed. In this connection, however, it is important to 
note that the Banking and Currency Committee, in its report (H. Rept. 
555, 85th Cong., Ist sess.) which accompanied the Small Business 
Act of 1958, stated : 


The committee’s action in retaining the existing language 
of the act should not, therefore, be interpreted as approval of 
SBA’s interpretation and adjudication of the financial assist- 
ance program. 
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If the Administration is to have a successful financial-assistance 
program, one that will fill the void which exists in intermediate-term 
loans to smal] business, and one that will meet the credit needs of small 
business when the private financial institutions fail, then the lending 
policies of the Smal] Business Administration must be more flexible 
and less restrictive. 

Information received by the committee is to the effect that large 
numbers of small-business men make inquiries at field offices of the 
Small Business Administration about securing financial assistance. 
Only a small part of those file formal applications with the SBA for 
financial assistance. It is understood that many of those small- 
business men who inquired about financial assistance did not file 
formal applications because they were discouraged by the loan officers 
of the Small Business Administration. It is reported that the dis- 
couragement stemmed from the fact that the loan officers merely noted 
that the would-be applicants appeared superficially unable to meet 
the necessary requirements, but the small-business men were not given 
information on how they might arrange to meet the requirements. 
Perhaps it would be better and more in furtherance of our public 
policy to assist and counsel the small-business men if the loan officers 
in such situations would inform the small-business man on how to 
meet the requirements where possible. Certainly, the loan officers 
should ascertain definitely that the small-business man could not ar- 
range to meet the requirements before he is told that his case appears 
to be hopeless. 

The committee recommended amending the section dealing with the 
criteria to be used in defining small business. Consistent therewith, 
the following additional language was added to section 3 of the act 
by the House: 


* * * Where the number of employees is used as one of the 
criteria in making such definition for any of the purposes of 
this act, the maximum number of employees which a small- 
business concern may have under the definition shall vary 
from industry to industry to the extent necessary to reflect 
differing characteristics of such industries and to take proper 
account of other relevant factors. 


The Senate, in its deliberations on the bill, struck out this addi- 
tional language. However, the Senate and House conferees appointed 
to resolve the differences between the Senate and House versions 
restored the provision. 


Financial assistance programs 


Under the Small Business Act of 1953, the Small Business Admin- 
istration was authorization to provide financial assistance in two 
major areas. 

1. Business loans to concerns for plant construction, conversion, 
or expansion, including the acquisition of land or to finance the 
acquisition of equipment, facilities, machines, supplies, or mate- 
rials for war, defense, or essential civilian production, or as may 
be necessary to insure a well-balanced national economy. 

2. Disaster loans to both business concerns and homeowners, 
regardless of size, who suffered disasters because of flood, hurri- 
cane, tornado, or other sudden catastrophes. 
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Since the enactment of the Small Business Act of 1953, it has been 
amended to provide a more complete financial assistance program 
within the business and disaster loan areas. The business loan author- 
ity was amended in 1955 to permit the making of “pool loans,” that is, 
loans to a group of small-business concerns which form a corporation 
for the purpose of obtaining raw materials, equipment, inventories, 
supplies, benefits of research and development, or for establishing 
facilities for such purposes. In the case of pool loans, the maximum 
limit became $250,000 multiplied by the number of separate small- 
business concerns which form and capitalize the corporation which 
they establish to apply for the pool loans. 

The maximum limit for business loans established in 1953 was also 
amended at a later date. The original act called for a maximum of 
$150,000 for the Small Business Administration’s share of any given 
loan. Since 1953, this maximum limit for the Small Business Admin- 
istration’s share has been raised twice. First, it was amended to raise 
the limit to $250,000 and in 1958, with the enactment of the Small 
Business Act of 1958, to $350,000. 

As mentioned heretofore, the Small Business Act of 1958 reduced 
the Small Business Administration’s interest rate on all business loans 
from a maximum of 6 percent to 514 percent. The basic lending 
authority has been broadened to permit loans to all types of civilian 
production, removing the emphasis on “essential” civilian production. 

The principal amendments to the original Small Business Admin- 
istration’s authority to make disaster loans permitted assistance to 
small-business concerns which have suffered substantial economic 
injury and are located in an area affected by drought or excessive 
rainfall. 

In addition to the above-mentioned amendments to the basic legis- 
lation of the Small Business Administration, the Administration has 
itself broadened the scope of its financial assistance program by broad- 
ening its scope so as to benefit certain classes of small-business con- 
cerns previously declared ineligible. Typical examples of the types 
of small business which may now obtain financial assistance include: 

1. Four-walled theaters ; 

2. Professionals, such as doctors, dentists, accountants, and en- 
gineers ; 

3. Privately owned hospitals and convalescent or nursing homes 
operated for profit ; 

4. Former borrowers of RFC who need a partial refinancing of 
their original loans; and 

5. Aircraft buildings and hangars for rental purposes. 

However, still considered ineligible for the Small Business Admin- 
istration’s financial assistance under the policies established by the 
Loan Policy Board are: 

1. Charitable institutions; 

2. Firms engaged in recreation or amusement fields; 

3. Newspapers, magazines, radio, or television broadcasting 
companies ; 

4. Companies where a substantial portion of the gross income 
is derived from the sale of alcoholic beverages ; 

5. Companies where any part of its gross income is derived 
from puiibitig 
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6. Enterprises primarily engaged in the business of lending or 
investment ; and 

7. Where the granting of financial assistance would encourage 
monopolies. 

Applications from business concerns engaged in the above-men- 
tioned ineligible activities are considered by the Small Business Ad- 
ministration as a matter of policy not to be in the public interest. In 
its hearings the committee received testimony from representatives 
of ineligible concerns who contended that the rules governing ineligi- 
bility are too broad and do not follow congressional intent. 

The committee urges that the Small Business Administration review 
its position in this field and request the Loan Policy Board to recon- 
sider its rulings thereon. 

The Board did make an exception of four-walled theaters, but 
retained the restriction as to drive-in theaters. No excuse was given 
for making fish of one and fowl of the other. All or none should 
qualify. Apparently it would appear that this restriction is a hang- 
over from wartime restrictions against nonessentials. There appears 
to be no reasonable excuse for this exclusion at this time. 

Since 1953, and particularly during the past 2 years, the Small 
Business Administration, at the behest of this committee and many 
Members of Congress, has attempted to simplify its processing pro- 
cedures to facilitate and expedite its lending program. Many of the 
affirmative and definitive actions taken by the Small Business Ad- 
ministration have followed the recommendations of this committee. 
It is gratifying to the committee that the Administration is making 
these efforts to expedite the processing of loans for the worthy small- 


business concerns. We hope for more progress in the future but 


must observe that, despite these efforts, there still exists at this time 
an excessive backlog of loan applications. 

The Small Business Act, as amended, provides that the Adminis- 
tration’s business loans may have maturities of up to 10 years. The 
act also stipulates that the prospective borrower must be unable to 
secure bank financing or bank participation with the Small Business 
Administration before the applicant may be considered for a direct 
loan. Participation loans are generally processed more rapidly than 
direct loans. The bank filing a participation application will gen- 
erally have the necessary credit information, thus decreasing the 
processing period. In cases of direct loans, the necessary credit 
information must be developed, analyzed, and evaluated. The 
emphasis placed on participation loans is due to the congressional 
desire that Federal Government financing should supplement, not 
supplant, that of private financial institutions. In addition, partici- 
pation loans permit the small-business concern to establish a line of 
private credit with its bank or financial institution for future 
reference. 

The limited loan participation plan developed by the Small Busi- 
ness Administration facilitates the making of loans in smaller amounts 
and is also based on the concept of encouraging a greater participation 
in these smaller loans by the local private financial institutions. The 
LL plan provides for loans to small business concerns on a somewhat 
different criteria than the ordinary, regular business loans. The 
plan was designed especially to assist small retailers, wholesalers, and 
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service establishments. In this connection, it should be mentioned, 
however, that other types of businesses are also eligible. 

Under this plan, the small business concern is not required to pledge 
as much tangible collateral as is generally required for a regular busi- 
ness loan. A good earnings record, competent management, and a 
creditable record with local financial institutions for meeting its obli- 
gations are claimed by the Small Business Administration to be more 
important factors. Under the plan, the loans are made through the 
banks with bank participation. The responsibility for determining 
the adequacy of the collateral and the likelihood of repayment of the 
loan is shared by the Small Business Administration with the bank. 
The Small Business Administration’s share of the loan under this 
plan can be no more than $15,000 or 75 percent of the total amount 
of the loan, whichever is less. The maximum maturity of a loan of 
this type is generally 5 years. 

One of the most significant factors in the improvement of the lendin 
program has been the delegation of authority to field offices. Suc 
delegation obviously expedites processing of applications and leaves 
credit determinations to those closest to the applicant. Time after 
time, this committee has stated in its reports and in its consultations 
with officials of the Small Business Administration that a greater dele- 
gation of authority would increase the financial aid and assistance 
supplied to small business. 

In January 1955, the Administrator issued formal instructions out- 
lining the Small Business Administration’s policy and procedures 
for a proposed delegation of authority. Before this time, authority 
to take final action had been reserved largely to officials in the Wash- 
ington office. 

In September of 1955, the following delegations of authority were 
made to the regional directors: 

1. Approval of direct business loan applications up to $10,000; 

2. Approval of loan applications up to $50,000 where bank 
participation exists ; 

3. Approval of disaster loan applications up to $10,000; 

4. Deny or approve applications for certificates of competency 
where the procurement agency has denied an award to a small- 
business concern who had been low bidder on the advertised pro- 
curement ; 

5. Set aside procurements for small business under the joint 
determination programs by the procurement agencies and the 
Small Business Administration. 

Again following the recommendations of this committee, in April 
1957, the authorizations to the regional directors were substantially 
increased and they, in turn, were authorized to redelegate to man- 
agers of branch offices authorization to approve or decline participa- 
tion loans up to $15,000 and disaster loans up to $20,000. The authori- 
zations to regional directors have now been further increased and, 
upon being encouraged to redelegate authority to branch managers, 
such action has been taken with the result that more than one-half 
of the branch officers established throughout the country can now 
take final action on applications for small loans. 
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The present delegation of authority to the regional directors is as 
follows: 

1. Approval of participation business loans in amounts not ex- 
ceeding $100,000 where there is 25 percent bank participation ; 

2. Approval of disaster loans in amounts not exceeding $50,000 ; 

3. Approval of direct loans in an amount not exceeding $20,000 ; 

4. Decline original applications but not the reconsideration of 
such applications for direct, participation, and disaster loans; 

5. Approve or decline limited participation loans ; 

6. Enter into disaster participation agreements with banks; 

7. To execute loan authorizations for Washington-office-ap- 
proved loans and for loans approved under delegated authority. 
In addition to making final decisions on the modification or amend- 
ment of authorizations governing the terms and conditions of the 
loans, such as the extension of disbursement period, reinstatement 
of loan authorizations canceled prior to the first disbursement, and 
similar actions; and 

8. Approve or reject: various actions in connection with the ad- 
ministration, collection, and liquidation of business and disaster 
loans, such as substitutions of accounts receivable and inventories, 
to sell leases of premises and to enter into contracts to sell leases 
or subleases of real estate, chattels, or interest therein or whatever 
is held by the Small Business Administration. 

Selected branch managers are now authorized to take the following 
major program actions as well as certain administrative actions af- 
fecting their areas of responsibility: 

1. To approve disaster loans in the amount not exceeding 
$50,000 ; 

2. To approve participation loans not exceeding $100,000 ; 

3. To approve or decline direct loans not exceeding $20,000 ; 

4. Toapprove or decline limited participation loans; and 

5. To enter into disaster participation agreements with banks. 

This system of delegation of authority has materially improved the 
service to small business concerns throughout the Nation and has 
eliminated much of the unnecessary redtape heretofore associated with 
the processing and administrative operations. It has increased greatly 
the sense of responsibility of the employees of the agency. It is the 
committee’s opinion that additional delegations appear to be war- 
ranted. 

Since the establishment of the Small Business Administration in 
1953, it has approved approximately one-half billion dollars of busi- 
ness loans. As of September 30, 1958, 12,410 business-loan applications 
had been approved for a total of $578,022,000. Of these applications, 
4,229 were direct loans, and 8,181 were participation loans. Each fiscal 
year has brought an increase in the lending activity, both in the num- 
ber of applications received and in the number of applications ap- 
proved, as shown by the following table. 








Fiseal year ending June 30— Applications | Applications Amount 

received approved approved 
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During the months of July, August, and September 1958, 2,651 
applications were received of which 1,300 were approved, 879 declined, 
and 472 still pending. In comparison with the corresponding period 
in 1957 it shows an increase of approximately 1,000 applications and 
approximately 550 approvals. It would appear that there will be 
a tremendous increase in both applications and approvals during the 
current fiscal year. 

An indication of the benefits received by small-business concerns 
under the delegation of authority is noted by the continuous increase 
in the number of loans approved under such authority. 

In fiscal 1955, only 295 loan applications were approved by the 
regional offices as compared to 1,004 applications in fiscal 1956; 2,280 
in fiscal 1957; and 2,467 in fiscal 1958. At the present time, more 
than 50 percent of all loan applications are approved under delega- 
tions of authority. 

The limited loan participation plan, discussed above, has met with 
a considerable amount of activity. The program began in fiscal 1956 
with the approval of 519 limited loan participation applications. In 
fiscal 1957, 1,307 applications were approved and in fiscal 1958, 1,168 
applications were approved. 

In fiscal 1958 there was a drop in the participation loan program. 
At one time participation loans ancotuntad for approximately 70 per- 
cent of all the Small Business Administration’s approvals—now they 
account for approximately 66 percent of the loans approved. 

The disaster loan program of the Small Business Administration 
shows considerable variation from year to year in the number of 
applications received and approved due to the number and savage- 
ness of catastrophes occurring through hurricanes, tornadoes, floods, 
droughts, or excessive rainfall. Fortunately, there has been reduced 
need for activity in the disaster area program during the past 2 years. 

The committee, in its study of the operation and procedures of 
the Small Business Administration, has found that the Administra- 
tion, when called upon to aid homeowners and businessmen who have 
suffered damage resulting from a disaster, has responded with reason- 
able promptness and effectiveness. Since 1953 through September 30, 
1958, the Small Business Administration has received 9,903 applica- 
tions for disaster loans and has approved 7,968 loans for a total of 
$86,641,000. The greatest activity in this program took place during 
fiscal 1956 when 4,006 applications were received and 3,309 applica- 
tions were approved for a total of $44,402,000. 

The drought loan program and the program dealing with losses 
due to excessive rainfall were created by recent amendments to the 
Small Business Act. To date 187 drought loans for a total of $3,980,- 
000 and 587 excessive rainfall loans for a total of $9,368,000 have been 
approved. 


Financial counseling 


Included in the activity of the financial assistance program is the 
program of financial counseling to small business. tt has been the 
policy of the Small Business Administration that loans should be 
made to small business concerns only after all possible avenues for 
loan assistance from private financial institutions have been explored. 
Therefore, in many instances when requests for aid and assistance are 
made by small business concerns, the agency examines the applications 
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submitted to the Small Business Administration to determine whether 
there is any possibility of obtaining assistance from private financial 
institutions on reasonable terms. It is only when such financial as- 
sistance is not available on reasonable terms that the Small Business 
Administration will consider the loan application. 

During the hearings conducted by the committee on the operations 
and procedures of the Small Business Administration, the agency sub- 
mitted testimony that in many instances the regional and branch offices 
have assisted small-business concerns with their applications for loans 
by the local banks. There are no available records or statistics as to the 
number of such loans procured or assistance given, but it has been the 
contention of the Small Business Administration that through their 
guidance many banks have approved loans to small-business concerns 
after they had previously declined to do so. 


Procurement and technical assistance program 


In the opinion of this committee, the work of the Small Business 
Administration in the field of procurement and technical assistance 
is of vital importance to the small-business community. For many 
years, Congress has been concerned with the role and activity of the 
small-business concern in Government procurement. Congress had 
devoted a great deal of time and effort to determine how to get for 
our small-business concerns a fair and equitable share of Government 
purchases. Specific studies have been made and investigations insti- 
tuted by this committee and by Members of Congress on the many 
difficulties confronting small business in the complex field of Govern- 
ment procurement. 

Some of the troublesome areas encountered by small business in 
Government procurement have been caused by the following prac- 
tices associated with attempts to obtain a Government award: The 
issuance of unduly complex specifications by the Government pro- 
curement agencies; the requirement of unreasonably quick deliveries, 
and sole source procurements from big business. Therefore, the 
Small Business Act contains specific langauge which directs the Small 
Business Administration to exert every effort to assure small business 
a fair share of Government procurement. 

In amending the Small Business Act in 1958, the Congress broad- 
ened the scope of the operations of the Small Business Administration 
in this field by authorizing it to assist small-business concerns in ob- 
taining a fair share of Government awards in the construction field. 
Among other things, this development should result in a major share of 
the contracts for Capehart housing being awarded to those smaller 
builders and contractors heretofore excluded, and we are glad to 
report that we understand the Small Business Administration is tak- 
ing action to accomplish this objective. 

In addition, the new Small Business Act directs the Small Business 
Administration to assist small-business concerns in their efforts to 
obtain Government contracts relating to research and development and 
to see that a proper share of these awards are given to small business. 

In this committee’s opinion, the overall procurement assistance pro- 
gram is as important to the small business concern as the financial- 
assistance program. 

Subcommittee No. 2 of the House Small Business Committee has 
jurisdiction over the Small Business Administration and problems 
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relating to Government procurement, loan and disposal activities. 
During this Congress Representative Abraham J. Multer, subcom- 
mittee chairman, and Representative R. Walter Riehlman, ranking 
minority member, pursuant to unanimous action by the subcommittee, 
appeared before the United States Senate Appropriations Committee 
and urged an increased appropriation for the procurement activities 
of the Small Business Administration. 

Federal Government spending for goods and services in the interest 
of national defense and security for many years has had a serious 
impact not only on the type of goods we produce in this country but 
also on the productive facilities of our industrial complex. It has been 
a matter of great concern to our committee, and we know to all Mem- 
bers of Congress, whether our smaller productive units are properly 
utilized in producing for national defense. If they are not, then these 
effective units of industry may be lost to our civilian economy, A 
more compelling point is that an integral part of any all-out defense 
effort may not be available when the ae arises. Small business is 
essential to a well-balanced, fully productive, integrated economy. 
In this conection it may be stated that the Small Business Administra- 
tion insists that, within the limits of its manpower, it has been diligent 
in its efforts to increase small business participation in Government 
procurement. The fact remains, nevertheless, that the portion of 
Government procurement going to small business has been very poor 
and continues to decline. 

The only spokesman available to the small-business community 
within the executive departments is the Small Business Administra- 
tion. It is through their efforts that other Government agencies must 
be made aware of the need for adequate consideration of small busi- 
ness. It is primarily through more effective activity on the part of 
the Small Business Administration in this field that an improvement 
in Government policy and in the administration of existing programs 
to aid small business can be achieved. 

Set-asides 

The Small Business Administration in its procurement program 
apparently has placed primary emphasis on the setting aside of 
Government contracts for either exclusive or partial award to small- 
business concerns. Agreements to joint set-aside programs have been 
negotiated by the Small Business Administration with the Depart- 
ment of Defense, General Services Administration, the Military Pe- 
troleum Supply Agency, the Departments of Commerce, Interior, and 
Agriculture, the Post Office Department, the Atomie Energy Com- 
mission, the Veterans’ Administration, and the Government Printing 
Office. 

Since 1953 the Small Business Administration has been successful 
in setting aside with these civilian and military procurement agencies 
approximately $3 billion worth of Government procurements for 
small business. In fiscal 1954, $228 million was set aside. Each fiscal 
year has shown an increase in set-asides and in fiscal 1958 over $1 
villion was set aside for small business. With respect to the civilian 
procurement agencies’ set-asides for small business, the statistics sub- 
mitted to the committee indicate that approximately $8 million was 


set aside in fiscal 1956 and approximately $51 million during fiscal] 
1958. 
32893596 








74 FINAL REPORT ON SMALL BUSINESS 


Without doubt, the Small Business Administration has been some- 
what handicapped in this important procurement program because 
of the lack of sufficient personnel. 

The lack of sufficient, competent personnel in the Small Business 
Administration that would be necessary to effectuate negotiations for 
set-asides in all Federal Government procurement offices is under- 
standable. However, it appears that the Small Business Adminis- 
tration could erase most, if not all, of this handicap if it would utilize 
its limited manpower in working out policies as guidelines for use 
by procurement officials instead of spreading its manpower thin in 
an effort to negotiate with procurement officials respecting individual 
procurements, of which there are hundreds of thousands annually. 
The Small Business Administration’s duty to further the public policy 
in counseling and assisting small business can be advanced more 
through its use of its expert personnel in the development of policies 
than by arguing and negotiating with procurement officials about in- 
dividual procurements. One example of what is meant appears in 
the development of the Small Business Administration’s agreement 
with the Post Office Department to earmark entire classes of procure- 
ments for small business, announced by the Small Business Admin- 
istration November 17, 1958. There the Small Business Administra- 
tion noted that for the first time entire classes of products had been 
earmarked by a Federal purchasing agency for award to small con- 
cerns on a competitive basis. Previously, set-asides for small business 
had been limited to individual purchases. 

We believe a general application of this method would increase 
substantially the effectiveness of the functioning of the Small Busi- 
ness Administration and are heartened to note that it is attempting 


to obtain similar agreements with other Government agencies at this 
time. 


Certificates of competency 


The Small Business Act provides that the Small Business Admin- 
istration may certify as to the financial and technical competency of 
a particular small-business concern. The need for such a certificate 
arises when the contracting officer of the procurement agency has de- 
clined to make the award to a small-business concern which is the low 
bidder upon the ground that the small-business concern is unaccept- 
able because of either financial or technical inability, or both. If, after 
the Small Business Administration has made its survey, it determines 
that the firm is competent, a certificate may be issued which becomes 
binding on the contracting agency. 

A study of the certificates of competency issued by the Small Busi- 
ness Administration has demonstrated a good record in administering 
this program. Through this program, small-business concerns have 
acquired contracts which otherwise would not have been received. 
Moreover, the Government itself has saved money through obtaining 
the items purchased at the lower price tendered by the recipient of 
the certificate. 

Since the inception of the agency in 1953, through June 1958, a 
total of 916 applications for certificates of competency were filed with 
the Small Business Administration, involving approximately $186 
million in contracts. Of these applications submitted for certificates, 
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432 were issued for a total of approximately $64 million. We believe 
this record is one to which the Small Business Administration may 
point with pride for it shows that its efforts and activities in this field 
have resulted in conferring direct and substantial benefits to these 
400 small-business concerns. 

Our committee has many times been called upon to review the Small 
Business Administration’s determinations in this field of activity. 
We have been helpful in resolving some of these problems without sub- 
stituting our judgment for that of the Administrator’s. 


Definition of small business 
The problem of establishing a proper definition of small business for 
Government procurement is a complex recurring problem. 


In the 84th Congress, this committee, in House Report No. 2964, 
stated : 


* * * Certainly there is no doubt of the intent of Congress 
that a procurement definition should be devised which would 
eliminate the rigid and inflexible characteristics of the “500” 
rule. The intent of Congress, as shown by excerpts from offi- 
cial documents which are quoted in this report, clearly points 
to an industry by industry definition and one which is based 
on the criteria set forth in section 203 of the Small Business 
Act of 1953. 


Until the amendment of the Small Business Act by Public Law 536, 
85th Congress (Small Business Act of 1958), the criteria was as fol- 
lows: 

Sec. 3. For the purposes of this Act, a small-business con- 
cern shall be deemed to be one which is independently owned 
and operated and which is not dominant in its field of opera- 
tion. In addition to the foregoing criteria the Administra- 
tor, in making a detailed definition, may use these criteria, 
among others: Number of employees and dollar volume of 
business. 


Despite this clear indication of congressional intent, Congress was 
compelled to amend the act in 1958, with the following additional 
language: 


* * * Where the number of employees is used as one of 
the criteria in making such definition for any of the purposes 
of this Act, the maximum number of employees which a 
small-business concern may have under the definition shall 
vary from industry to industry to the extent necessary to re- 
flect differing characteristics of such industries and to take 
proper account of other relevant factors. 


It has always been the opinion of Congress that merely utilizing 
the number of employees is not a proper method for establishing the 
size standard for any business concern. The amended language, 
therefore, expressly stated the congressional intent in such a manner 
which, in our opinion, leaves no room for misinterpretation. 

The Attorney General of the United States in his report to Con- 
gress, dated November 9, 1955, which analyzed certain aspects of the 
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problem of defining small business for the purpose of Government 
procurement, stated : 


Eligibility for SBA procurement programs * * * is lim- 
ited in blanket fashion to firms with 500 or jess employees. 
This rigid standard fails to discriminate between various 
industries. 


It is quite apparent that this statement portrays the crux of the 
whole problem. It is impossible to determine the status of any busi- 
ness for any purpose by merely counting the number of its employees. 
Despite the foregoing, there has been a continued reluctance on the 
part of the Government procurement agencies to change this rigid 
arbitrary rule of “500.” 

Since 1955, the Administrator of the Small Business Administra- 
tion has had the power to issue individual small-business certificates 
and has issued such certificates in approximately a hundred instances. 
There has been no general pattern of an industrywide standard of 
issuance of these individual certificates. They have been spotty and 
in various fields of operation. The agency has issued certificates to 
concerns with more than 500 employees but in no known instance has 
it gone over the 1,000 figure. 

As this committee has often said, the principal advantage of an 
industry-by-industry classification of small business would be the 
exclusion of what really is big business and the inclusion of thousands 
of small and independent business concerns now excluded from the 
small-business procurement program. Based upon extensive hear- 
ings conducted by this committee in the 84th and 85th Congresses, it 
is our opinion that the most practical definition is one based on an 
industry standard. We have yet to receive convincing evidence that 
would lead us to believe that the procurement agencies could not 
effectively and efficiently carry out their procurement programs under 
an industry-by-industry definition. 

Recently, the Administrator of the Small Business Administration 
promulgated a special definition for the oil-refining industry. This 
definition was issued after a hearing before the Administrator in 
which the petroleum-refining industry participated and, for the first 
time resulted in the establishment of a definition for a specific industry 
subsequent to a hearing with industry representatives. 

Also during 1958, the Small Business Administration adopted size 
standards for the construction industry which became effective May 
1,1958. Under this new ruling any concern, including affiliates, having 
average annual receipts of $5 million or less during the preceding 3 
years is classified as small. The number of employees is not one of 
the factors considered. 

In view of the apparent acceptance of the method and procedure 
utilized in establishing the definition in the petroleum-refining indus- 
try, the committee is of the opinion that it will operate successfully in 
other basic industries. The committee has, therefore, recommended 
in the report covering its hearings held in the 85th Congress, that the 
Administrator of the Small Business Administration convene confer- 
ences of basic industries and strive to establish a procurement defini- 
tion for small business in each industry based on an industrywide 
standard. The committee has received assurances from the procure- 
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ment agencies that they would participate and aid the Administrator 
in establishing such definitions. 

It is, therefore, the opinion of the committee that the Administrator, 
who has the sole jurisdiction and authority under existing law to 
establish a definition for small business, should proceed immediately 
to define small business on an industry-by-industry basis. Such action 
is long overdue. 








CHAPTER VI. GOVERNMENT PROCUREMENT 


General 


In the committee’s final report for the 84th Congress (H. Rept. 
2970), a chapter was devoted to the problems confronting small busi- 
ness in its effort to procure a fair and equitable share of Government 
procurement. Westated in that report: 


Unless there is a change in both the attitude and approach 
by the Government procurement agencies in dealing with 
small business, it will not receive a fair share of Government 
contracts. 


In the opinion of the committee, there has not been any constructive 
change or improvement in either the approach or attitude by the 
Department of Defense toward increasing small business’ share of 
Government procurement. 

Despite repeated pronouncements by Congress that it is in the 
national interest for small firms to obtain a fair proportion of Govern- 
ment business, the percentage of contracts going to small business 
continues to drop. Despite the pious declarations of intent, despite 
the clamor, despite the assurances of directive after directive by the 
top echelons of the Department of Defense, the amount of contracts 
awarded to small business is disappointing. More and more awards 
go to big business. 

The most recent statistics published by the Department of Defense 
on military prime contract awards to small and other business firms? 
disclose that small-business awards are declining and that obviously 
there has been insufficient effectuation of the directives issued by the 
Department of Defense to arrest this alarming downward trend. 
Although the officials of the Department of Defense insist that every- 
thing possible is being done to assist small business, the actual figures 
published by them prove conclusively that more must be done in order 
to guarantee a fair share to small business. 

Out of a total of approximately $22 billion spent in fiscal year 1958 
by the Department of Defense for procurement, $314 billion went to 
small business—only 17.1 percent. This percentage is a decline from 
the published figures of fiscal year 1957, when a meager 19.8 percent 
went to small business. 

The recent report of the Department of Defense also discloses 
interesting information respecting prime contract awards granted to 
the 100 largest companies participating in the program. During a 
714-year period extending from July 1950 to December 1957, these 100 
companies captured 63 percent of the total. During a more recent 
3-year period (January 1955 to December 1957), their share increased 
to 68 percent. For the single 1957 calendar year these 100 companies 
received 69 percent of the total. 


1 Department of Defense, Military Prime Contract Awards to Small and Other Business 
Firms (June 1958). 
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It is of particular interest to note that out of approximately $4 bil- 
lion utilized for research and development durin. al 1958, only $138 
million went to small business. Thus only 3.7 percent of the total 
awards were made to small business. Here again we are confronted 
with a decline from the meager totals of 1957—in that year only 4.3 

ercent of the total awards in research and development went to small 

usiness. These figures become even more significant when we realize 
that, based on the testimony of the officials of the Department of De- 
fense before committees of Congress, the missile program is now ac- 
counting for 25 percent of the major military procurements. The 
Department of Defense itself has admitted that small business can 
only look for approximately 2 percent of this type of business.? If 
that is the prospect for the Future of small business in the major com- 
plex procurements, its future is bleak indeed. 

The obstacles which hampered small business in its effort to com- 
pete for Government contracts in the “jungle” prevalent 2 years ago 
are still with us today: crash programs, emergency delivery of short- 
supply items or items stocked in warehouses by big business only, 
failure to properly plan procurements, huge quantities requested with 
short delivery dates, increased application of the weapons system 
concept, increase of procurement by noncompetitive negotiation, 
“unwarranted” qualified biders’ lists, and many others. 

Despite the fact that this committee and Congress highlighted these 
practices and discussed these evils more than 2 years ago, little, if any- 
thing has been done to correct or help alleviate the situation. The 
decline of small-business participation in procurement will continue 
unless and until the Department of Defense, whose purchases account 
for a major portion of the economic activity of the country and also 
for the bulk of all Federal purchases, actually implements its own di- 
rectives not by words but by action. And this action should be aimed 
at the contracting echelon level for that is where the resistance to small 
business must be eliminated. 

The future of small business in Government procurement today 
seems to rest with the whims and wishes of the contracting officers. 
Br 4 pean the will of Congress and the directives of the Department 
of Defense are either trickling down too slowly to them or are not 
being implemented by them at all. It is in this area of Government 
procurement that the philosophy of small business receiving its fair 
share must be instilled. It is at this level that the greatest effort must 
be made to retain the small-business community in our defense effort. 

It has been and is continuing to be the contention of the Depart- 
ment of Defense that the place for small-business opportunities in 
Government procurement lie primarily in the subcontracting field. 

The Department continually tells the Congress that it is using every 
bit of “persuasion” to induce the big prime contractors to subcontract 
with small business. 

In that portion of our report in the 84th Congress dealing with 
the subcontracting program, we stated: 


* * * under such system of procurement, the small-busi- 
ness segment of our industry will become the unwanted step- 
child of big business and become completely subservient to 
major companies. 


78. Rept. 2499, pp. 2 and 5. 











80 FINAL REPORT ON SMALL BUSINESS 


Recently the Small Business Administration, in its evaluation of 
the subcontracting program of the Department of Defense, found 
the following deficiencies : 


1. The chief small-business representatives of the prime 
contractors are not the individuals charged with the respon- 
sibility in the buying decisions, 

2. All small firms are not treated equitably in bidding on 
specific contracts by the prime contractors. 

3. There is no apparent rotation of bidders’ lists to guar- 
antee equal opportunity. 

4. Insufficient opportunity to subcontractors to prepare 
bids to big business prime contractors are prevalent. 

5. There are no uniform statistics or sufficient statistics 
available to evaluate a true result, if any, for the subcontract- 
ing to small business of prime contracts. 


So, it is seen that even the subcontracting program is not proving to 
be a haven for smal] business in the Government procurement field. 
Mere attempts at “persuasion” of prime contractors has proven inade- 
quate and ineffective. 

Unless and until those impediments to small business which have 
become embedded in our procurement program are removed, we see 
nothing but frustration and failure for small business in this im- 
portant program. It is not that we are asking for special advantages 
or special treatment for small business. We are merely asking for 
them an equal opportunity to compete. 

It should be noted that the Department of Defense has approxi- 
mately 380 small-business specialists assigned to its small-business 
programs, although in many cases these employees have other assigned 
duties. The Small Business Administration, on the other hand, which 
is assigned the primary responsibility of assisting small business 
obtain its fair share of Government purchases, has only 88 positions 
in its entire Procurement and Technical Assistance Division. As we 
have indicated heretofore, it is in the field offices that most procure- 
ment takes place and where the small-business men must receive 
proper recognition. 

Subcommittee No. 2 of the full committee, under the chairman- 
ship of Representative Abraham J. Multer, has, within the commit- 
tee as a whole, the responsibility of reviewing the operations of the 
Small Business Administration as well as Government procurement. 
This subcommittee has, therefore, on repeated occasions, recommended 
that the small-business specialists of the Department of Defense be 
transferred from the payroll of that Department to the payroll of 
the Small Business Administration. Then, and only then, according 
to the subcommittee, would small business be guaranteed that a full- 
time job by these specialists would be done in their behalf, because 
these specialists cannot do a job for small business when they are 
enmeshed in the complex operations of the Department of Defense. 
Neither can they accomplish their mission for small business when 
they are only part-time employees on small-business projects. It is 
the view of the subcommittee that it is only when the small-business 
specialists have proper direction and supervision, are not fearful of 
repercussions, and are under no restraint from those who have mis- 
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sions other than that of — and assisting small business, that a 
thorough job of helping small business will be accomplished. 


A case study of an Atomic Energy Commission procurement (H. Rept. 
No. 1277) 


The committee received numerous complaints from small-business 
concerns advising that they had not received an equitable opportunity 
to compete for Government procurement. Subcommittee No. 2 there- 
fore determined to select a typical case which characterized many com- 
mon problems involved and would serve as a pilot case for investiga- 
tion, study,and report. The case selected was one involving an Atomic 
Energy Commission procurement. (It should be noted that the com- 
plaints were general and directed against all the procurement agencies 
of Government.) A study of the problem indicated that this case 
presented a question of policy in the method of handling procurements 
which merited the attention of the committee. The complaint pre- 
sented the following basic problems which are continually confronting 
small business in its continuous effort to share equitably in Govern- 
ment procurement : 


1. Advertising versus negotiation, 

2. Set-asides for small business, and 

3. The method of handling negotiations between prospec- 
tive bidders. 


The committee, upon the conclusion of its evaluation of all avail- 
able material, concluded that— 


1. The item could have been handled satisfactorily by ad- 
vertised, sealed bid ; 

2. The method and procedure developed by the agency 
failed to take the proper precautions and safeguards necessary 
to be followed to assure the Government of quality and serv- 
ice and a minimum price; and 

3. The item was of such a nature that it could have been 
set aside for small business. 


Prior to the issuance of the report by the committee (H. Rept. 1277, 
85th Cong., 1st sess.), all of the evidence adduced by the investiga- 
tion was submitted for comment by the agency and for review and 
audit by the Comptroller General. When the report was subsequently 
published as a House report, it contained therein the report and rec- 
ommendations of the silecbernihtels the comments of the agency, and 
the review and audit by the General Accounting Office. 

It was the final determination of the committee that the complaints 
of the small-business concern were well founded. The General Ac- 
counting Office, in its report, which confirmed the position taken by 
the committee, stated that the same degree of flexibility inherent in 
formally advertised award procedures would have guaranteed the con- 
tracting agency the right to determine the performance capabilities 
prior to awarding the contract and that the contracting agency also 
had the right to review all bids and to readvertise if necessary if, in 
their opinion, the bid prices submitted were unreasonable. 

The action taken by the committee respecting this case brought good 
results. Subsequent procurements of the item were set aside for small 
business and were purchased by the advertised, sealed-bid method of 
procurement. 
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Study of method of Quartermaster Corps purchase of fresh fruits and 
vegetables in the New York area 

The committee received many complaints from various sources that 
Government procurement by the Quartermaster Corps of the Depart- 
ment of the Army in the New York area in the field of purchase of 
fresh fruits and vegetables had been discriminatory against small 
business; that the purchasing and procurement was done by nego- 
tiated bidding and by what has been termed in that industry as “spot 
buying” rather than by competitive advertised bidding. It appeared 
that many reputable, responsible, and capable bidders—small-business 
concerns—who had the potential to supply the Government’s needs 
were being precluded from participating in this program. It was 
further alleged that as a direct result of this type of buying by the 
Government, there had been a tendency to concentrate the Govern- 
ment’s purchases in the hands of a very few firms in the New York 
area. 

The complaints received were of such a nature that the chairman 
authorized Subcommittee No. 2 to conduct an inquiry to discover 
whether or not this type of Government procurement program was 
operating in accordance with law and regulation and if'a remedy or 
eee of this system of purchase could be found. 

After a preliminary staff study, Subcommittee No. 2 held hearings 
on the problems of small business in the procurement market in the 
New York area. The hearings were held in the city of New York in 
December 1957. The chairman of the subcommittee, Representative 
Abraham J. Multer, in his opening statement at the hearings, stated: 


This hearing today is part of a series of investigations that 
our committee has had in hand now for some time. This 
public hearing will be a 1-day session here in New York 
today, and will then be resumed in Washington at a later date 
which will be announced through the press, and with due 
notice to the witnesses who will be called at that time. 

The purpose of this investigation and this hearing today is 
in accordance with the authority vested in the House Small 
Business Committee and its subcommittees by the resolution 
which created that committee. Among other things, we are 
charged with inquiring into, studying, and determining 
whether or not the applicable statutes and regulations are 
being properly administered so as to give small business its 
fair share of Government procurement, and also to determine 
whether or not the law needs amendment or change in order 
to implement the intent of Congress as heretofore expressed 
in various statutes and reports, in order to keep small busi- 
ness in a fairly equitable competitive position in the economy 
of our country. 





The Quartermaster Corps in its testimony before the committee 
reported that they were making purchases under negotiated bidding 
pursuant to section 2 (c) (9) of the Armed Services Procurement 
Act of 1947, as amended. This section provides that— 


(c) All purchases and contracts for supplies and services 
shall be made by advertising, as provided in section 3, except 
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that such purchases and contracts may be negotiated by the 
agency head without advertising if— 
(9) for perishable subsistence supplies; 


It should be borne in mind, however, that the exception written 
into the law cited above, which permits the purchase by negotiation 
of perishable subsistence supplies, is an exception and not a general 
rule. It was and is the clear intent of Congress that it be applied in 
exceptional cases and not become the general practice. Exceptions of 
this character should be used sparing y and only in instances where 
the principal specified method of purchase is not practicable. _ 

The evidence adduced at the hearings held by the subcommittee 
clearly established that the purchase of fresh fruits and vegetables in 
the New York area could and should in many instances be purchased 
by the advertised, sealed-bid method. 

The officials of the State and city of New York who appeared 
before this subcommittee testified that they made all their purchases 
of fresh fruits and vegetables by the advertised, sealed-bid method. 
They testified that they found no difficulty in purchasing the best 
produce at the cheapest prices through this oer 

The preponderance of evidence received by the committee from 
recognized, reputable dealers in the market clearly and unequivocally 
established that the advertised, sealed-bid method of procurement is 
both feasible and practicable and that the Government could and 
would receive the best merchandise at the lowest possible prices. 

Subsequent to the hearings, the committee was notified that the 
Quartermaster Corps had in some instances begun to purchase fresh 
fruits and vegetables in the New York area under a program which 
they characterized as “Notice of Intention to Purchase.” The officials 
of the Quartermaster Corps indicated that this new method of pur- 
chase would alleviate some of the problems discussed at the hearings 
held by the subcommittee. 

A study of the “Notice of Intention to Purchase” method indicates 
that it is a mere sham and a screen to cover up negotiated purchases 
which were proven by the hearings to be unfair and prejudicial both 
to the Government as a buyer and to the small-business man who is 
a possible seller but excluded arbitrarily. The “Notice of Intention 
to Purchase” method incidentally revealed to the subcommittee that 
there is a sufficient time lag involved to permit purchasing by the 
advertised, sealed-bid cislled. 

The committee urges that the exception set forth in section 2 (c) 
(9) of the Armed Services Procurement Act of 1947, as amended, be 
utilized only under exceptional circumstances. The advertised, 
sealed-bid method of purchasing in the New York area, would seem 
to guarantee fair and equitable competition and would afford small- 
business concerns in this area an equitable opportunity to compete 
for the Government procurement. 

In the committee’s opinion this problem merits further attention 
by Congress and perhaps remedial fealadatice in order to remedy the 
alleged discrimination against small reputable business concerns oper- 
ating in the produce markets. 
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Contract renegotiation 

In the 84th Congress (1955-56), through recommendations of mem- 
bers of this committee, the Renegotiation Act of 1951 was amended, 
which resulted in the increase of the minimum amount subject to rene- 
gotiation. The amount was increased from $500,000 to $1 million. 





Actually, the amendments of the Renegotiation Act in the 84th Con- G 
gress were of small benefit to the smaller manufacturer. 

It is the opinion of the committee that one of the reasons why small- | 
business concerns engaged in defense work find it increasingly difficult | 


to continue profitable operations is because of handicaps which have | 
become embedded in our procurement system. Among some of the 
handicaps encountered by small business are the “free” plants and 
equipment available to large prime contractors. This is encountered 
in military cancellations or stretchout programs where the large prime 
contractors have a habit of not only canceling every possible subcon- 
tract but engage directly in competition with their former subcontrac- 
tors. Apparently this is done by the prime contractors on the theory 
that for every dollar’s worth of work that can be done in their own 
plant, they are afforded an opportunity for more favorable profits in 
the renegotiation allowances. This practice has happened in many in- 
stances in the past and is not restricted to periods of stretchouts orcan- | 
cellations but have occurred when the large prime contractors are | 
lacking in defense work. This shortsighted policy of the large prime | 
contractors aided by the opportunities under the Renegotiation Act | 
are responsible for hundreds of small manufacturing concerns either | 
curtailing operations or going out of business entirely. 

In view of the opportunities of small business in our defense effort | 
narrowing down to subcontracting, it becomes even more important 
that the impediments of the Renegotiation Act be eliminated or so | 
modified as to encourage subcontracting. The failure to do this will 
cause more and more independent business firms to disappear from 
the defense production picture. 

It has been stated that an examination of the records of the Renego- |. 
tiation Board would reflect that only the most meager portion of dol- 
lars recaptured come from other than the top hundred defense con- 
tracting firms. It is for this reason that we are of the opinion that 
the Renegotiation Act and the regulations applicable thereto should 
be amended or modified so as to encourage small business to compete 
for its share of Government contracts. 
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CHAPTER VII. SMALL BUSINESS AND ANTITRUST? 


General 


Competitive conditions and business practices make up perhaps 
the greatest factor in determining the fortunes of any small-business 
enterprise. This is no retreat from what this committee has said 
about the importance of adequate financing of small business. Like- 
wise it is no revision of this committee’s stated position about the 
need of relieving small-business firms from undue burdens of taxation 
and of assuring to small business a fair share of the business flowing 
from Government procurement. All of these matters are important, 
but of the greatest importance is the problem of — small 
business with the opportunity to compete in an area where competition 
is fair and where the cards are not stacked against small business by 
virtue of monopolistic conditions. 

All through the history of business enterprise, it has been accepted 
as self-evident that personal and political liberties thrive in those 
areas where economic freedom is protected and preserved. On every 
hand through the years, we have been reminded of expressed unswerv- 
ing determination to preserve and protect economic freedom of in- 
dividuals and businessmen and thereby aid the insurance of continued 
personal and political freedom for individuals. 

During the period from 1875 to 1890 the Congress investigated, 
studied, and considered the evils of trusts. That led to the adoption 
of a national public policy against monopoly and monopolistic con- 
ditions with renewal of the avowals of faith in free and competitive 
enterprise. 

The legislative expression of the newly formed national public 
policy against monopolies and for a free and competitive enterprise 
system appeared in the Sherman Antitrust Act of 1890. Although 
the legislation bears the name of Senator Sherman, who introduced 
it, the legislative history shows that it was written by one of his 
colleagues, Senator Hoar, of Massachusetts. 

Both Senator Hoar and Senator Sherman made it clear that their 
purpose in writing and sponsoring the Sherman Act was to forbid 
combinations formed for the purpose of eliminating competition as 
well as those combinations which utilized unfair methods of competi- 
tion. Further, Senator Sherman specifically pointed out that one of 
the objectives of the legislation which bears his name was the mainte- 
nance of political freedom. It was made abundantly clear that the 
maintenance of political freedom could be assured only through the 
maintenance of economic freedom. In seeking to do that, trusts and 
combinations in restraint of trade were expressly and specifically con- 
demned through the provisions of the Sherman Antitrust Act. 


Price discriminations 


The enactment of the Sherman Act in 1890 did not halt effectively 
the practices resulting in monopoly and monopolistic conditions. Soon 


1 Representative Yates advises that he does not agree to all of the phraseology and some 
of the conclusions reported herein. 85 
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it was found that the practice of price discrimination and other prac- 
tices of monopoly forces were destroying small and independent enter- 
prises and threatening destruction of competition itself. 

Although a few proceedings were instituted under the Sherman 
Act to break up some large combinations which allegedly were un- 
lawfully restraining trade, success in the effort to effectuate the public 
policy in that regard was limited. For example, the most outstand- 
ing case brought during the first 25 years under the Sherman Act was 
the action brought by the Government to subdivide the Standard Oil 
Co. (Standard Oil Company v. United States, 221, U.S. 1). The 
order of the Court for the breaking up of the Standard Oil trust did 
not provide for ending Standard Oil’s practice of price discrimination. 
Indeed, the Sherman Act contains no provision prohibiting that prac- 
tice and Standard’s attorneys in that case argued successfully in 1911 
that the Court was not empowered to include any such provision in 
its order. 

Congress again studied the problem. It concluded that new legis- 
lation was needed to curb price discrimination and other monopolistic 
practices and thereby curb the building of new monopolies. It saw 
folly in standing by and allowing the Buildup of monopolies with a 
hope of using the Sherman Act to break them up. Out of that con- 
clusion developed the Clayton Antitrust Act of 1914 providing the 
Antitrust Division of the Department of Justice and the newly created 
Federal Trade Commission with concurrent jurisdiction to proceed 
against price discrimination and a number of other practices found 
to be destructive of competition. In that regard, the 63d Congress 
followed the advice of President Wilson who, in one of his first 
messages, called for such legislation when he said: 


We are sufficiently familiar with the actual processes and 
methods of monopoly and of the many hurtful restraints of 
trade to make definition possible, at any rate up to the limit 
of which experience has disclosed. These practices, being 
now abundantly disclosed, can be explicitly and item by item 
forbidden by statute in such terms as will practically elimi- 
nate uncertainty, the law itself and the penalty being made 
equally plain. 


As is often the case, Congress in passing the Clayton Act in 1914 
found opposition to it so strong that the act in its final form was 
scobianihts modified and watered down from its original form. In 
later years Congress and the public generally learned that the price 
thus paid to secure the enactment of the Clayton Act was higher than 
first realized. 

The Federal Trade Commission and committees of the Congress 
made investigations and came up with conclusions that the Clayton 
Act of 1914 with its many provisos was so full of loopholes as in- 
terpreted by the courts as to virtually nullify that law respecting 
monopolistic price discriminations and other unwholesome trade 
practices. 

The small-business community and the public generally became 
aroused and called for legislation that would strengthen the law and 
insure effective enforcement against destructive price discriminations 
and other unwholesome business practices. The urge for that legisla- 
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tion became a crusade by and for small business. It became clear 
that action was needed without delay in order to preserve and protect 
our free and competitive enterprise system. Congress responded by 
passing the Robinson-Patman Act in 1936. This was hailed as the 
magna carta for small business. Also, the Federal Trade Commission 
Act was amended in 1938 to extend its sweep by condemning not only 
unfair methods of competition but also unfair and deceptive acts and 
practices in commerce. 

With these tools and their apparent sharp edges in the public’s 
arsenal, the small-business community breathed a sigh of relief. It 
was thought that surely these wonderful tools would be used with 
effectiveness to strike down practices dangerous to small business and 
our free and competitive enterprise system. 

The Federal Trade Commission moved to use these tools in the 
enforcement of our antimonopoly public policy. It made consider- 
able progress in ferreting out unfair practices and in issuing cease- 
and-desist orders against price discriminations and other monopolistic 
practices. It remained for the Supreme Court of the United States 
however, to interpret the new amendments provided by the Robinson- 
Patman Act and the Wheeler-Lea Act (FTC Act amendment). On 
the basis of interpretations thus made would rest determination of 
whether Congress had done enough to strengthen our laws against 
monopolistic acts and practices. 

In 1951 the Supreme Court of the United States in an opinion and 
decision held that a giant concern, such as Standard Oil Company 
of Indiana, is privileged to discriminate in price with the effect of 
destroying its competitors, destroying its customers, substantially 
lessening competition and tending to create a monopoly so long as 
that giant concern shows that it has accomplished all of those things 
in “good faith” in meeting an equally low price of a competitor 
(Standard Oil Co. v. FT C, 340 U. S. 231, 1951). 

On January 27, 1958, the Supreme Court by a vote of 5 to 4 held 
that Standard had acted in “good faith” in the meeting of a lower 
price of a smaller competitor (78 supp. Ct. 369). It was so held even 
though Standard discriminated in price by charging customers in 
other areas higher prices and also despite the fact that the discrimina- 
tion thus practiced had the effect of destroying competition and tend- 
ing to create a monopoly. Moreover, added ironically to the situation 
is the holding by the Court that a necessary ingredient in that ruling 
is the showing that the smaller competitor whose lower price Standard 
met with “lawful.” In other words, small business is presented the 
incongruous situation of having an antimonopoly law so interpreted 
that a low, nondiscriminatory “lawful” price and pricing policy of a 
small-business firm becomes a basis for holding that the discriminatory 
destructive pricing practices of its larger competitor are “lawful.” 

The action by the Supreme Court in the Standard Oil case has 
proven to be a signal to law-enforcement agencies and to lower courts 
to ease up on the effective enforcement of that part of the public 
policy governed by the Clayton Antitrust Act as amended by the 
Robinson-Patman Act. 

In the meantime, price discrimination practices are being used in 
a number of industries with deadly effect on small-business firms. 
We discuss some of these situations investigated by the committee in 
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other chapters of this report—one is chapter X which deals with the 
committee’s investigation of price discrimination in the dairy industry. 

The problem is now up to Congress. It is stated in the question, 
“What can be done to help correct the error that was made by the 
Supreme Court of the United States in the Standard Oil case?” __ 

A number of proposals have been made to Congress for dealing with 
this problem. One of the proposals was for legislation that would 
provide congressional approval of the decision of the Supreme Court 
in the Standard Oil case of 1951 to make the “good faith” of meeting 
an equally low price of a competitor an absolute defense to a charge 
of unlawful price discrimination except in those instances where it is 
factually shown that the discrimination would have the effect of sub- 
stantially lessening competition and tending to create a monopoly. 
Those legislative proposals took the form of bills bearing H. R. 11 and 
S. 11 in the 84th Congress and in bills bearing the same numbers in 
the 85th Congress. The House on June 11, 1956, approved the provi- 
sions contained in H. R. 11 by the overwhelming vote of 394 to 3. It 
did this after it was advised by the Committee on the Judiciary in 
House Report No. 2202 on May 24, 1956, that— 


Price discriminations favoring preferred buyers present 
a danger to the competitive enterprise system which is incon- 
sistent with the policy of the price discrimination statute. 
Firms can abuse their superior market position and engage 
in discriminatory practices that eliminate small suppliers and 
small retailers from the competitive scene. In practical effect 
the law as presently construed allows the private interests of a 
discriminator to outweigh the public interest in preserving 
competitive opportunity at all levels of business activity. 
H. R. 1840 (H. R. 11) would reassert that the public interest 
in protecting the economy against discriminations which may 
substantially lessen competition or tend to create a monopoly 
must prevail over private interests served by discrimination. 


The legislation failed enactment due to the lateness of the hour it 
was presented to the Senate for debate. There was not sufficient time 
to permit its passage before final adjournment of the 84th Congress. 

At about the same time that H. R. 11 and S. 11 were reintroduced 
at the beginning of the 85th Congress, organizations of big business 
firms opposed to those measures loosened a flood of expressions of their 
opposition. The opposition voiced was so strong that the legislative 
proposals were never presented to either the House or the Senate for 
vote before final adjournment of the 85th Congress. 


Mergers and consolidations 


Congress acted on another aspect of the monopoly problem when it 
approved the Clayton Act in 1914. Section 7 of that law condemned 
acquisition by a corporation of stock of another corporation where 
the effect would be a substantial lessening of competition or tendency 
to create a monopoly. Soon that antimonopoly provision was circum- 
vented through the simple device of the acquiring corporation pur- 
chasing all of the stock of the acquired corporation and then translat- 
ing that acquisition into an acquisition of the physical assets of the 
acquired corporation. The coup de grace was applied in such cases 
through the dissolution of the corporation shell of the acquired corpo- 
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ration. The courts uniformly held that under such circumstances the 
law did not apply since by its very wording it condemned only stock 
acquisitions and could not be used to require divestiture of physical 
assets. 

Congress acted in 1950 to remedy that situation. It aproved the 
Celler-Kefauver Antimerger Act to prohibit not only stock acquisi- 
tions but also acquisitions of physical assets of any corporation in 
commerce by another in commerce where the effect would be to sub- 
stantially lessen competition or tend to create a monopoly. The en- 
actment of that legislation has proven to be a boon to antimonopoly 
enforcement. However, much remains to be done. Remaining weak- 
nesses in the antimerger law, including the need for requiring corpo- 
rations to provide law-enforcement agencies with premerger notifi- 
cation and the need for making the antimerger law applicable to ac- 
quisitions where either the acquiring or acquired corporation is in 
commerce have been pointed out. Proposals dealing with these and 
other needs for strengthening the antimerger law have been con- 
sidered by the Congress. 

Within the limits provided by existing law, some worthwhile action 
has been noted against certain acquisitions, mergers, and consolida- 
tions. For example, quite recently the Supreme Court of the United 
States held it to be a violation of the existing antimerger law for Du 
Pont to hold 23 percent of the stock of General Motors Corp. when 
other factors were involved which operated to foreclose competitors 
of Du Pont from selling to General Motors (U.S. v. £. 7. du Pont de 
Nemours and Co., 353, U. S. 586). Also the Department of Justice 
instituted action, and the United States District Court on Novem- 
ber 15, 1958, enjoined the Bethlehem Steel Co. from acquiring 
the Youngstown Sheet & Tube Co., and the Federal Trade Commis- 
sion has issued an order directing Crown Zellerbach to divest itself 
of the St. Helen’s Paper Co. 

Problems highlighted by these worthy actions compel the conclu- 
sion that we have not done enough to arrest the trend to undue con- 
centration occasioned through acquisitions, mergers, and consolida- 
tions. We are witnessing a rapid increase in concentration fed by 
an epidemic of acquisitions, mergers, and consolidations. Even where 
worthwhile actions against these acquisitions have been undertaken, 
the enforcement agencies have moved slowly. Proposals for speeding 
law-enforcement activity and for strengthening the antimerger law 
have faced powerful opposition. From among those who provide that 
opposition come proposals for long-drawn-out studies of individual 
mergers for the purpose of determining whether they are good 
mergers because they were effected for some good purpose instead of 
limiting the study and action against such mergers by looking to evi- 
dence which would show whether they substantially lessen competi- 
tion or tend to create a monopoly. The proposals for requiring those 
about to merge to provide enforcement agencies with premerger notifi- 
cation are strongly opposed also by representatives of organizations 
of large business firms. ; 

In the meantime, a great majority of all acquisitions, mergers, and 
consolidations take place without action to determine whether an 
order or decree to enjoin them would be valid under our present public 
policy. In the retail grocery business, one of the leading chainstore 

32893—59 7 





90 FINAL REPORT ON SMALL BUSINESS 


organizations since 1955 acquired control over 179 additional retail 
grocery stores having annual retail sales of more than $158 million. 
That acquisition placed that particular chainstore organization as 1 
of the top 5 retail grocery store chains in the country with 1957 sales of 
more than $681 million. This is a specific example from among those 
which accounted for the disappearance of more than 2,000 retail 
grocery stores since 1955 having retail sales of more than $2 billion. 
They disappeared as a result of acquisitions which were made for the 
most part by the top 10 grocery chainstore organizations in this 
country. 

According to statistics published by the United States Department 
of Commerce, the total of the sales made by retail grocery stores dur- 
ing the calendar year 1957 was $42,444 million. Of that amount, the 
top dozen retail grocery store chain organizations accounted for ap- 
proximately 3314 percent. Of course, the top dozen retail grocery 
chainstore organizations is led by the Great Atlantic & Pacific Tea 
Co. (New York), which for its fiscal year ending February 22, 1958, 
had total sales amounting to $4,769,249,488. It was followed by Safe- 
way Stores Co. which had sales totaling $2,117,314,000, and then by 
Kroger (Cincinnati) which had sales totaling $1,674,124,000. Even 
the smallest of those organizations included in the top dozen firms, 
ACF-Wrigley, had sales totaling $326,184,000. 

A study made by the House Small Business Committee of concen- 
tration in the distribution of dairy products showed that 8 distributors 
and processors enjoyed for the year 1957 sales totaling more than 
$4 billion. The dairy products sold by these 8 distributors and all of 
the other thousands of distributors in the United States, were pro- 
duced by 1,475,000 dairy farmers. The total revenues from sales made 
by those dairy farmers in 1957 approximated $4 billion, or about the 
same amount in terms of dollars accounted for in the total of the sales 
by the top eight distributors of dairy products in the United States. 

Much of the concentration in the dairy industry has been brought 
about through acquisitions, mergers, and consolidations. The 3 
largest firms have acquired more than 1,000 formerly independent 
processors and distributors of dairy products. Largely through this 
process of acquiring independent firms, one of the large nationwide 
processors and distributors of dairy products increased the volume of 
its net sales between 1932 and 1955 by the amazing figure of 38,706.89 
percent. Each of the 3 top nationwide processors and distributors 
of dairy products have enjoyed a phenomenal increase in their net 
sales during the past 10 years. In the meantime, small and inde- 
pendent distributors grow weaker and fewer. They claim that the 
discriminatory practices of their large competitors are forcing them 
to sell out or discontinue business. 


FTC to make new investigation 

Complaints about price discriminations and other unfair practices 
from grocers, wholesalers, consumers, plus prodding from the Small 
Business Committees of the Senate and the House prompted the 
Federal Trade Commission, in October 1958, to announce that it will 
make a new investigation of these problems in the food industry. In 
that connection, it is recalled, as heretofore noted, that the FTC made 
an extensive investigation regarding chainstore operations and sub- 
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mitted a report thereon just before Congress considered and acted 
upon the Robinson-Patman Act in 1936. 
In its report on chainstores (S. Doc. No. 4, December 14, 1934) the 


_FTC found that the original section 2 of the Clayton Act needed to 


be strengthened. In that connection, it reported that the “good 
faith” provision in the law, as then interpreted, virtually nullified 
the law against price discriminations. Therefore it recommended 
that the law be amended and strengthened. Also it reported at that 
time: 


Should the trend of the past 20 years and particularly of 
the last decade continue for a like period, we shall have a 
condition in some lines of chainstore merchandising that few 
will dispute is monopolistic. 


When the FTC made its announcement on October 13, 1958, that 
it would undertake a new investigation of the food industry, the 
Chairman of that agency stated : 


We want to know why the industry is getting so tough for 
the smaller operator. * * * The trend seems to be to elim- 
inate the small man entirely. 


That statement by the present Chairman of the Federal Trade 
Commission is sunty supported by the few hard, cold facts which 
have come to light. For example, in the Fortune Directory of the 
500 largest United States industrial corporations published in July 
1958, it was pointed out that— 


Last year marked the beginning of a recession but it was 
also another record year for the 500 largest industrial cor- 

orations. Their sales rose from $174.3 billion in 1956 to 
$188.3 billion; their profits from $11.50 billion to $11.66 
billion. 


And that— 


Just as the 500 industrials far outshone the rest of industry 
in 1957, so the 50 biggest in turn outperformed the rest of the 
500. Of the 500’s total increase in sales of $14 billion, the 
top 50 companies accounted for $9 billion. Net profits of 
the 50 largest industrials were up $381 million (6 percent), 
while the rest of the 500 had a decrease of $226 million (4.4 
percent). 


These statistics have followed in the train of a large number of 
complaints made to the House Small Business Committee by repre- 
sentatives of thousands of small and independent business firms that 
their larger competitors were discriminating in price and that these 
discriminations were injuring the business of the complainants to 
such an extent that their very survival was threatened. They pointed 
out that either they faced bankruptcy or the alternative of selling out 
and merging their businesses with their large competitors. ‘These 
complaints came principally from processors and distributors of 
dairy products, bakery products, and representatives of other small- 
business firms engaged in the food industry. 

It appears that this investigation by the Federal Trade Commission 
will be strictly a fact-finding economic study which will serve as a basis 
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for a further report to the Congress. If the study should develop 
evidence of practices actionable under existing law, presumably the 
FTC will issue complaints in those instances. However, the central 
problem facing small business, namely, the problem stemming from. 
the practice of price discrimination, will remain as a problem for the 
attention, consideration, and action by the Congress. 

The decision by the Supreme Court of the United States, as hereto- 
fore outlined in this chapter, in the 1951 decision in the case of 
Standard Oil v. FTC (340 U.S. 231), has operated to limit and impair 
seriously the authority and power of the FTC to deal with destructive 
price discriminations. 

Our present public policy 

Our expressed public policy against monopolies and unfair practices 

harmful to small business remains ane amee: As recently as July 


18, 1958, through the Small Business Act, Public Law 85-536, it was 
declared that— 


The essence of the American economic system of private 
enterprise is free competition. Only through full and free 
competition can free markets, free entry into business, and 
opportunities for the expression and growth of Conroe ini- 
tiative and individual judgment be assured. The preserva- 
tion and expansion of such competition is basic not only to 
the economic well-being but to the security of this Nation. 
Such security and well-being cannot be realized unless the 
actual and potential capacity of small business is encouraged 
and developed. It is the declared policy of the Congress 
that the Government should aid, counsel, assist, and protect, 
insofar as is possible, the interests of small-business concerns 
in order to preserve free competitive enterprise, to insure that 
a fair proportion of the total purchases and contracts for 
ees and services for the Government (including but not 

imited to contracts for maintenance, repair, and construc- 
tion) be placed with small-business enterprises, to insure that 
a fair proportion of the total sales of Government property 
be made to such enterprises, and to maintain and strengthen 
the overall economy of the Nation. 


It is clear from published factual information that the ideal we 
seek as our goal under our public policy for a free and competitive 
enterprise system has not been achieved. We are beginning to realize 
that there is a great gap between what is called for in the statement 
of our public policy and what we are really getting toward fulfillment 
of that policy in free competitive enterprise. 


The committee studied and considered the problem 


By far a majority of all of the studies and investigations of the 
problems of small business undertaken by the House Small Business 
Committee during the 85th Congress had to do with competitive 
business practices and of the laws against unfair competitive practices 
and monopoly conditions. 

a House Small Business Committee in the 85th Congress investi- 
gated— 
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(1) Alleged monopolistic practices in the iron and steel scrap 
industry ; 

(2) T he effect of interlocking directorates on the independent 
and competitive position of small business; 

(3) Price discrimination in the distribution of dairy products; 

(4) Complaints of small and independent businessmen oper- 
ating sighhtseeing businesses in the District of Columbia to the 
effect that unfair practices existed in that industry; 

(5) Various complaints about the use of price discrimination 
in a large number of other industries. 

In addition, Subcommittee No. 1 undertook to investigate and study 
the enforcement of laws affecting small business, including the enforce- 
ment records of Federal Trade Commisison, Department of Agricul- 
ture, and Department of Justice. 

Subcommittee No. 3 studied competitive conditions in the aluminum 
industry. 

Subcommittee No. 4 studied the competitive conditions in the air- 
craft industry. 

Subcommittee No. 5 studied the competitive distribution practices 
in the petroleum industry and the competitive conditions in the Amer- 
ican Society of Composers, Authors, and Publishers. 

Subcommittee No. 6 studied the competitive conditions in the poultry 
industry and in the oatmeal industry. 

Each of these investigations and studies will be made the subject 
of succeeding chapters of this report. 


Conclusion 


It is the considered judgment of the House Small Business Com- 
mittee that the declared national public policy respecting a free and 
competitive enterprise system ahd small business is adequate. It is 
clear. It is beyond dispute that it calls for the maintenance of a 
state of competition. No one disputes that the state of competition 
should be not only healthy but fair. To and including that point we 
find all in apparent agreement. Indeed, it would be difficult to find 
one who would say that he is not for “competition.” Differences arise 
when the term “competition” is defined. Each of many persons in 
different situations wishes to define the term “competition” to fit his 
own particular situation. To some it would mean a definition that 
would accommodate apt descriptions of acts and practices which have 
been condemned as anticompetitive and monopolistic. It is said that 
others would apply a definition that is wholly unrealistic. 

These great differences in opinion, based upon extremely different 
preteens to the meaning of the word “competition,” present not 
only a serious but a very real problem. 

There is need for a common understanding and common acceptance 
of what is meant by the word “competition.” The House Small Busi- 
ness Committee believes that much could be accomplished to effectuate 
properly our declared national policy respecting a free and com- 

etitive enterprise system and the maintenance of a healthy small- 
usiness community if action were taken toward adherence to the 
ordinary and long-time accepted definition of the term “competition.” 











94 FINAL REPORT ON SMALL BUSINESS 


Competition is the best protector of the public interest without 
Government regulation. It is the best assurance for the preservation 
and protection of smal] business when fairly practiced. Through a 
state of healthy and fair competition small Seetees will be afforded 
opportunities to fairly compete for business. 

ur recommendations regarding steps which we believe should be 
taken in the interest of our national antitrust policy will be found in 
the concluding chapter of this report. 
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CHAPTER VIII. LAW ENFORCEMENT AFFECTING SMALL 


BUSINESS 
General 


The committee received many complaints about the failure of law 
enforcement agencies to act under our antimonopoly laws to protect 
small-business firms from predatory and other unfair trade practices. 
Many of the complaints were to the effect that when the law enforce- 
ment agency acted, the action was not timely and that the delays pre- 
vented appropriate and timely relief. Therefore, when the commit- 
tee organized and announced its program, March 12, 1957, it was then 
stated that Subcommittee No. 1, under the chairmanship of Represent- 
ative Joe L. Evins and with Representatives Sidney R. Yates, Charles 
H. Brown, William M. McCulloch, and Arch A. Moore, Jr., as mem- 
bers, would investigate and study law-enforcement activities affecting 
small business. Considerable investigation and study has been made 
of this problem by Subcommittee No. 1. The contents of this chapter 
reflect the information collected and considered by that subcommittee. 

The Department of Justice and the Federal Trade Commission pri- 
marily have the responsibility for the enforcement of Federal anti- 
monopoly legislation directly affecting small business. Important 
legislation against practices affecting small business was included in 
the Packers and Stockyards Act of 1921. The authority and respon- 
sibility for the enforcement of that legislation was placed in the Sec- 
retary of Agriculture. In addition, certain sections of the antitrust 
Jaws have provided for the institution of litigation by private parties 
to enjoin violations and to sue for damages growing out of violations. 


Department of Justice 


Although the Department of Justice has been entrusted with the au- 
thority and responsibility of the enforcement of the Sherman Anti- 
trust Act since it became law in 1890, the Department did not establish 
the office designated as the Antitrust Division for the handling of an- 
titrust cases until 1904. Since 1904 the Antitrust Division, under the 
supervision of an Assistant Attorney General, in cooperation with the 
various United States district attorneys, has handled litigation arising 
under the Sherman Act and other antitrust laws for the enforcement of 
which the Department of Justice is responsible. In these last 54 years 
there has been appropriated for use of the Antitrust Division approxi- 
mately $60 million. In using those funds, the Antitrust Division has 
prepared and filed more than 1,400 civil and criminal charges for vio- 
lations of the Sherman Act and for violations of certain sections of the 
Clayton Act. The Antitrust Division alone has the authority to move 
for the enforcement of the Sherman Act, but it shares with the Federal 
Trade Commission the authority to enforce sections 2, 3, 7, and 8 of 
the Clayton Act. 

As noted earlier, section 1 of the Sherman Antitrust Act makes un- 
lawful every contract, agreement, or combination in restraint of trade 
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and section 2 makes it unlawful for any person to monopolize or at- 
tempt to monopolize any trade or line of commerce. 

The Clayton Act makes illegal (sec. 2) price discriminations; (sec. 
3) exclusive dealing arrangements; and (sec. 7) mergers and acqui- 
sitions, which may substantially lessen competition and tend to create 
a monopoly. Section 8 made unlawful interlocking directorates be- 
tween competing corporations where the elimination of competition by 
agreement between them would constitute a violation of any of the 
provisions of the antitrust laws. 

From January 1, 1957, the beginning of the 85th Congress, through 
September 30, 1958, the Antitrust Division of the Department of Jus- 
tice prepared and filed 62 antitrust civil charges and 49 criminal 
charges. In the same period of time it terminated 49 antitrust civil 
charges and 43 antitrust criminal charges. 

As pointed out earlier the Department of Justice has filed about 
1,400 antitrust charges in the period from 1890 to September 30, 1958, 
That would amount to the filing of an average of approximately 20 
charges annually. However, it would be misleading to attempt to use 
any annual average number of charges filed. That is true because dur- 
ing the first 40 years the Sherman Antitrust Act was on the books very 
few antitrust charges were filed. In the last 18 years (less than one- 
third of the period the Sherman Act has been law) more antitrust 
charges have been filed by the Department of Justice than in the first 
40 years of that law. More cases were instituted in the 10-year period 
from 1937 to 1946 than in the 46-year period from 1890 to 1936. A 
much higher rate has occurred in the filing of charges in the last 10 
years than in any like period from 1890 to 1936. Therefore, it is 
obvious that a figure purporting to represent an average annual rate 
of charges filed would be practically meaningless. Also numbers, 
whether large or small, do not provide an accurate index of the sig- 
nificance of antitrust actions. The bringing of a few important cases 
could be of greater significance than the filing of a large number of 
relatively unimportant antitrust actions. Moreover the filing of im- 
portant antitrust cases does not necessarily indicate effective anti- 
trust enforcement. Of greater value in the measuring of the signifi- 
cance of antitrust enforcement is the disposition and followup of cases 
brought. In other words, were the cases won or lost? If they are in 
the won column, what practices or conditions were removed to im- 
prove the private competitive enterprise system? If monopoly prac- 
tices and conditions were enjoined and the injunction violated, what 
action has been taken to punish the violators? The answer to these 
questions as well as a showing of the number and nature of charges 
filed are needed in order to determine whether antitrust enforcement 
is effective. 


Federal Trade Commission 


The Federal Trade Commission was organized as an independent 
agency of the Federal Government in 1915, pursuant to the provisions 
of the Federal Trade Commission Act of 1914. It is headed by 5 Com- 
missioners appointed for staggered terms of 7 years each, not more 
than 3 of whom may be from the same political party. 

The basic objective of the Commission is the maintenance of free 
competitive enterprise as the keystone of the American economic sys- 
tem. Although the duties of the Commission are many and varied 
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under the statutes, the foundation of public policy underlying all these 
duties is essentially the same: To prevent the free enterprise system 
from being stifled or fettered by monopoly or corrupted by unfair 
or deceptive trade practices. 

In brief, the Commission is charged with keeping competition both 
free and fair. 

This basic purpose finds its primary expression in the Federal Trade 
Commission Act, cited above, and the Clayton Act, both passed in 
1914 and both successively amended in the years that have followed. 
As an administrative agency, acting quasi-judicially and quasi-legis- 
latively, the Commission was established to deal with trade practices 
on a continuing and corrective basis. It has no authority to punish; 
its function is to “prevent,” through cease and desist orders and other 
means, those practices condemned by the law of Federal trade regula- 
tion. 

Section 5 of the Federal Trade Commission Act makes unlawful 
“unfair methods of competition in commerce and unfair and decep- 
tive acts or practices in commerce.” These words and phrases have 
been interpreted by the courts to include any act or practice which 
would be against public policy because of its “dangerous tendency 
unduly to hinder competition or create a monopoly.” 

The Federal Trade Commission is not only entrusted with the 
responsibility of the enforcement of section 5 of the Federal Trade 
Commission Act but it also has concurrent jurisdiction with the 
Department of Justice over enforcement of sections 2, 3, 7, and 8 
of the Clayton Act of 1914. 

In its enforcement of section 5 of the Federal Trade Commission 
Act and sections 2, 3, 7, and 8 of the Clayton Act, the Commission 
acts in a quasi-judicial capacity. In doing so, it issues complaints 
to be heard before it. In those complaints it cites specific parties 
with the use of practices which the Commission states it “has reason 
to believe” that proceedings in respect thereof would be to the 
interest of the public. In the complaints the parties charged are 
provided with an pein to appear in the course of a hearing 
and “show cause why an order should not be entered by the Com- 
mission requiring such person, partnership, or corporation to cease 
and desist from the violation of the order so charged in the com- 
plaint.” Of course, orders entered by the Commission in such pro- 
ceedings are reviewable by the United States courts of appeals. 

Under these circumstances and conditions, it is clear that both the 
Antitrust Division of the Department of Justice and the Federal 
Trade Commission are invested with jurisdiction and authority to 
proceed against a large variety of questionable competitive business 
acts and practices. Immediately the question is presented : “Doesn’t 
this overlap in the jurisdiction result in a mass of duplication of 
effort?” The question is appropriate but the answer to it is “No.” 

For many years there has been an effective liaison arrangement 
between the Antitrust Division of the Department of Justice and 
the Federal Trade Commission. This has been at the instance of 
the Commission. The purpose of the liaison arrangement is to 
avoid unnecessary duplication of effort on the part of the two 
agencies. The principal feature of the arrangement is an agreement 
for the agencies to exchange information regarding the plans of 
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each to undertake antimonopoly investigations and proceedings. 
That agreement was expressed in a written instrument more than 
10 years ago. It remains in effect. The pertinent portions of that 
written instrument are as follows: 


This Memorandum of Agreement established a “systematic 
mutual exchange of information regarding pending anti- 
monopoly investigations and of each new investigation at the 
time it is directed. ” It provided for creation of a “card sys- 
tem.” These “cards are to be made in duplicate, exchanged 
between the two offices, and a file of such exchange cards re- 
tained in each office. The information to be shown on the 
said cards will include the following for each pending inves- 
tigation and each new investigation at the time it is directed: 
the file number, the title, specification of product or products 
involved, and a statement of the charges involved.’ 

The agr eement continues that “upon receipt of a card dis- 
closing * * * a new investigation has been directed, infor- 
mation is tobe conv eyed back as to whether or not any mat- 
ter is pending in * * * [the other] agency concerning the 
specific party or parties, commodity and charges. Should 
there be no matter pending * * * the submitting agency can 
proceed without further liaison. If, on the other hand, a 
matter is pending, further liaison is to be effected before the 
new investigation is undertaken. However, nothing herein 
contained shall in any way limit either agency in making an 
independent decision as to what investigation it will under- 
take. 


Although it is alleged occasionally by persons outside of the Gov- 
ernment that there is an unnecessary duplication of effort between 
these two agencies, it is clear that those who make these allegations 
are misinformed about the facts of the situation in question and are 
unaware of the above-described liaison arrangement. 

The major part of the work of the Federal Trade Commission is 
devoted to the handling of cases arising out of false, misleading, and 
deceptive acts and practices. Less than half of its entire effort is 
devoted to the handling of cases arising from monopolistic acts, prac- 
tices, and conditions. For example, in the period since it was estab- 
lished in 1915 through June 30, 1958, approximately $99 million were 
appropriated for use by the FTC in the performance of its duties. 
Of that amount only approximately $29,400,000 was expended for 
antimonopoly work. Thus, it is seen that through the period of its 
existence only about 30 percent of the funds made available to it was 
used in antimonopoly work. In more recent years that percentage has 
risen. During the last 10-year period more than 40 percent of all of 
the funds made available to the Federal Trade Commission have been 
used by it for antimonopoly work. This is in contrast to a percentage 
of less than 20 percent of its funds devoted to antimonopoly work 
during the period from 1915 to 1932. 

In the period since it was established in 1915, the FTC has filed 
more than 1,500 antimonopoly charges. Again we could repeat what 
we have said in the section of this chapter relating to the Department 
of Justice about the number of charges filed. The number does not 
necessarily serve as an index to effective antimonopoly law enforce- 
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ment. Scrutiny of the nature of the practices or conditions involved 
and the effectiveness of the action in arresting or removing the prac- 
tices or conditions must all be considered in appraising the effective- 
ness of the antimonopoly work. 

Later in this chapter we discuss the effectiveness of antimonopoly 
action taken by not only the Federal Trade Commission but also the 
Department of Justice and the Secretary of Agriculture. 


Secretary of Agriculture 

In the period following World War I, the Federal Trade Commis- 
sion made a general investigation, for the Congress, of the practices 
and conditions existing in the meatpacking industry. 'The demand for 
such investigation stemmed from charges that the “beef trust” was 
using unfair methods of competition and operating a monopoly in 
meatpacking and in the purchase and sale of livestock products. In 
its report on that investigation, the Commission advised the Congress 
that the largest of the meatpacking firms were using unfair methods 
of competition and promoting monopoly conditions in the meatpacking 
industry and in the purchase and sale of livestock products. 

The Commission recommended that legislation be enacted to arrest 
the monopolistic practices and conditions which had been found to 
exist. Out of those recommendations legislation eventuated. How- 
ever, due to claims of representatives of the meatpacking industry that 
the Federal Trade Commission had become prejudiced against 
certain elements in the industry, the newly enacted legislation 
did not provide for its administration by the Federal Trade Colttinin- 
sion. Instead that legislation commonly referred to as “The Packers 
and Stockyard Act of 1921” provided for its enforcement by the 
Secretary of Agriculture. 

The Packers and Stockyard Act of 1921 (7 U.S. C., see. 181 et seq.) 
among other things makes it unlawful for packers or handlers to: 


(1) Engage in or use any unfair, unjustly discriminatory, 
or deceptive practice or device in commerce ; or 

(2) Make or give, in commerce, any undue or unreasonable 
preference or advantage to any particular person or locality 
in any respect whatsoever, or subject, in commerce, any par- 
ticular person or locality to any undue or unreasonable preju- 
dice or disadvantage in any respect whatsoever, or 

(3) Engage in any course of business or do any act for the 
purpose or with the effect of manipulating or controlling 
prices in commerce, or of creating a monopoly in the acquisi- 
tion of, buying, selling, or dealing in, any article of commerce, 
or of restraining commerce. 


In providing for the Secretary of Agriculture to enforce that law 
it was also specified (7 U. S. C. 227) that the Federal Trade Com- 
mission shall have no power or jurisdiction as relating to any matter 
which by that law was made subject to the jurisdiction of the Sec- 
retary of Agriculture except when the Secretary of Agriculture 
should request the Federal Trade Commission that it make 
investigations. 

Thus passed to the Secretary of Agriculture exclusive authority 
(except the authority retained by the Attorney General to enforce 
the provisions of the Sherman Antitrust Act against monopoly prac- 
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tices and conditions) to proceed against unfair and monopolistic prac- 
tices and monopolistic conditions in the meatpacking industry and 
in the Doane and sale of livestock products. 

_The Secretary of Agriculture proceeded in very few cases to pro- 
hibit unjust discriminatory practices of large sellers injurious to 
small-business firms. f 

In recent years, a number of large retail grocery chainstore organi- 
zations have undertaken to either engage in meatpacking as a part of 
their business or to buy a few shares of stock in a meatpacking firm. 
In taking such action those large retail grocery chainstore organiza- 
tions became immune from prosecution the Federal Trade Com- 
mission because of the restriction on the Federal Trade Commission 
jurisdiction in the Packers and Stockyard Act of 1921 as heretofore 
noted. 

In addition to the authority to proceed against monopolistic prac- 
tices and conditions, the Secretary of Agriculture is authorized by 
the Packers and Stockyard Act of 1921 to establish regulations for 
the handling of livestock and for other related purposes. In the 
period since 1921, the Secretary of Agriculture has filed charges in 
more than 2,200 cases for violations of the Packers and Stockyard Act 
of 1921. However, only about 200 of those cases were directed against 
monopolistic practices and monopolistic conditions. Only a few of 
those were directed against unjustly discriminatory practices directly 
and adversely affecting small business. 

Since January 1, 1957, the Secretary of Agriculture has instituted 
a total of nine cases having antimonopoly aspects under the Packers 
and Stockyard Act of 1921. They are as follows: 

Docket No. 
2272. Arabi Pkg. Co. : 
Date filed: August 30, 1957. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section oflaw: Title II, P. and S. Act. 
Status of case: C. and D. order issued November 1, 1957. 
2278. Dixie Pkg. Co.: 
Date filed: August 30, 1957. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section of law: Title II, P. and S. Act. 
Status of case: C. and D. order issued November 1, 1957. 
2274. V. L. Brousse : 
Date filed: August 30, 1957. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section of law: Title II, P. and S. Act. 
Status of case: C. and D. order issued November 1, 1957. 
2280. Wilson & Co., Inc. and Davidson Meat Co. : 
Date filed: August 15, 1957. 
Nature of charges: Restricting competition in the sale of meats. 
Section of law: Title II, P. and S. Act. 
Status of case: Hearings held in November 1957 and March 1958— 
pending final order. 
2310. Tarpoff Pkg. Co.: 
Date filed: February 12, 1958. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section of law: Title II, P. and S. Act. 
Status of case: ©. and D. order issued May 22, 1958. 
2328. Klarer Co., Louisville Provision Co., and C. F. Vissman Co., Inc. : 
Date filed: April 4, 1958. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section oflaw: Title II, P. and S. Act. 
Status of case: C. and D. issued July 8. 1958. 
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Docket No. 


2358. Swift & Co. (Neuhoff Pkg. Co.) : 
Date filed: May 15, 1958. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section of law: Title II, P. and S. Act. 
Status of case: Hearing set for October 1, 1958. 
2359. Swift & Co.: 
Date filed: May 15, 1958. 
Nature of charges: Restriction of competition in purchase of livestock. 
Section of law: Title II, P. and 8. Act. 
Status of case: Hearing set for September 15, 1958. 
2260. Charles Youngson: 
Date filed: June 12, 1957. 
Nature of charges: Accepting a rebate or “kickback” in the purchase 
of livestock. 
Section of law: Title III, P. and S. Act. 
Status of case: Agreed to C. and D.—pending order. 


Before adjournment of the second session of the 85th Congress 
legislation was enacted to provide for amendments to the Packers and 
Stockyards Act of 1921. That legislation is embodied in Public Law 
85-909, approved September 2, 1958. Its purpose was to remove from 
then existing law serious enforcement loopholes through which ae 
concerns practicing destructive price discrimination against small- 
business concerns escaped prosecution. That escape was accomplished 
as a result of the loose definition of the term “packer” as set forth 
in the Packers and Stockyards Act of 1921. That term was so loose 
and so broad that grocery chains and other major elements of the 
food industry escaped adequate Federal supervision by the simple 
expedient of acquiring a few shares of stock in a meatpacking 
corporation. 

Public Law 85-909, approved September 2, 1958, closed up some of 
this legal loophole through provisions for more liaison between, and 
a clarification of the jurisdiction to be exercised by, the Federal Trade 
Commission and the Secretary of Agriculture over “packers.” The 
jurisdiction of each of those 2 agencies over acts and practices of 
“packers” was so clearly spelled out in Public Law 85-909 that prose- 
cution of violators of the provisions of the Packers and Stockyards 
Act, 1921, as amended, and the Federal Trade Commission Act, as 
amended, is provided for by either the Secretary of Agriculture or 
the Federal Trade Commission or both. 

Areas of jurisdiction were clarified and provisions made for im- 
proved liaison between the Federal Trade Commission and the Secre- 
tary of Agriculture for the handling of cases involving meat food 
products, livestock products in unmanufactured form or poultry prod- 
ucts, in the various situations shown below : 


(1) When the Secretary in the exercise of his duties re- 
quests of the Commission that it make investigations and 
reports in any case. 

(2) In any investigation of, or proceeding for the preven- 
tion of, an alleged violation of any Act administered by the 
Commission, arising out of acts or transactions involving 
meat, meat food products, livestock products in unmanufac- 
tured form, or poultry products, if the Commission deter- 
mines that effective exercises of its power or jurisdiction with 
respect to retail sales of any such commodities is or will be 
impaired by the absence of power or jurisdiction over all acts 
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or transactions involving such commodities in such investi- 
gation or proceeding. In order to avoid unnecessary dupli- 
cation of effort by the Government and burdens upon the 
industry, the Commissioner shall notify the Secretary of such 
determination, the reasons therefor, and the acts or trans- 
actions involved, and shall not exercise power or jurisdiction 
with regard to acts or transactions (other than retail sales) 
involving such commodities if the Secretary within ten days 
from the date of receipt of the notice notifies the Commission 
that there is pending in his Department an investigation of, 
or proceeding for the prevention of, an alleged violation of 
this Act involving the same subject matter. 

(3) Over all transactions in commerce in margarine or 
oleomargarine and over retail sales of meat, meat food prod- 
ucts, livestock products in unmanufactured form, and poul- 
try products. 


Section 202 of the Packers and Stockyards Act of 1921 was amended 
by Public Law 85-909 to make it clear that the jurisdiction of the 
Secretary of Agriculture in the enforcement of that law had to do 
with its application to meats “with respect to livestock, meats, meat 
food products, livestock products in unmanufactured form, poultry, 
or poultry products.” [Emphasis supplied.] Also it was made clear 
that the Federal Trade Commission shall have no power or jurisdic- 
tion over any such matter which was thus made subject to the juris- 
diction of the Secretary of Agriculture except in the provisions of 
Public Law 85-909 as noted above. 

Section 3 of Public Law 85-909 also amended the Federal Trade 
Commission Act to make it clear that the Federal Trade Commission 
has jurisdiction over persons, partnerships, and corporations engaged 
in the handling and sale of meat products, meat food products and 
livestock products not made subject to the jurisdiction of the Secre- 
tary of Agriculture through the provisions of Public Law 85-909 as 
above noted. 


Antitrust litigation by private parties 
The antitrust laws provide that parties injured by reason of any- 
thing done in violation of the antitrust laws may bring private suits 


for threefold damages sustained. Also section 16 of the Clayton Anti- 
trust Act provides: 


That any person, firm, corporation, or association shall be 
entitled to sue for and have injunctive relief, in any court of 
the United States having jurisdiction over the parties, against 
threatened loss or damage by a violation of the antitrust laws, 
including sections 2, 3, 7 and 8 of this Act, when and under 
the same conditions and principles as injunctive relief 
against threatened conduct that will cause loss or damage is 


granted by courts of equity under the rules governing such 
proceedings, and upon the execution of proper bond against 
damages for an injunction improvidently granted and a 
showing that the danger of irreparable loss or damage is im- 
mediate, a preliminary injunction may issue. 


In addition, in section 5 of the Clayton Act, there was included 
a provision that the final judgment or decree rendered in any criminal 
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prosecution brought by, or on behalf of, the United States, under 
the antitrust laws, to the effect that a defendant has violated said laws, 
shall be prima facie evidence against such defendant under said laws 
as to all matter respecting which said judgment or decree would be an 
estoppel as between the parties thereto. 

At first few private parties made use of the rights thus extended 
to them for instituting civil proceedings under the antitrust laws. 
However, according to a study made by the Department of Justice, 
private plaintiffs proceeded in more than 400 civil antitrust suits in 
the period from 1947 to 1952, inclusive. More than 130 of those cases 
were won. According to information appearing at page 662 House 
Document No. 240, 85th Congress, more than 1,000 private civil anti- 
trust cases were filed in the 6-year period of 1951-56. That number 
exceeds the total number of all antitrust proceedings, criminal and 
civil, by the Department of Justice in the entire period from the date 
of the enactment of the Sherman Act in 1890 to the date in 1938 when 
Hon. Thurmond Arnold became head of the Antitrust Division, a 
period of almost 50 years. 

It is not possible to estimate the extent of the benefit to the public 
interest flowing from all of these actions. One thing is certain—that 
benefit has been substantial. The extent of the great value flowing 
from the enforcement of our antitrust laws, by virtue of the filing of 
private civil proceedings, will never be known fally. 

The Assistant Attorney General supervising the Antitrust Division 
of the Department of Justice has stated : 


Private actions, * * *, do more than duplicate Govern- 
ment work. They may adjudicate practices not expressly 
covered by Government decrees. Or they may help close the 
breach left by necessarily incomplete Government policing 
of decrees. And, most important, private recoveries heighten 
the financial standpoint and consequently the deterrent value 
of both civil and criminal Government actions. 


The role of private antitrust enforcement in protecting small busi- 
ness experienced a considerable setback January 20, 1958, when the 
Supreme Court of the United States in a 5-to-4 decision in the cases 
of Nashville Milk Company v. Carnation Company and Safeway 
Stores, Inc., v. Vance (355 U. S. 373 and 389) ruled that section 3 of 
the Robinson-Patman Act is not a part of the “antitrust laws” and 
therefore small and independent business concerns cannot use it as a 
basis for filing private suits under the antitrust laws. 

The effect of that decision is to limit the use of section 3 of the 
Robinson-Patman Act to criminal cases instituted by the Govern- 
ment. Section 3 provides that— 


It shall be unlawful for any person engaged in commerce, 
in the course of such commerce, to be a party to, or assist in, 
any transaction of sale, or contract to sell, which discriminates 
to his knowledge against competitors of the purchaser, in 
that, any discount, rebate, allowance, or advertising service 
charge is granted to the purchaser over and above any dis- 
count, rebate, allowance, or advertising service charge avail- 
able at the time of such transaction to said competitors in 
respect of a sale of goods of like grade, quality, and quantity, 
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to sell, or contract to sell, goods in any part of the United 
States at prices lower than those exacted by said person else- 
where in the United States for the purpose of destroying 
competition, or eliminating a competitor in such part of the 
United States; or, to sell, or contract to sell, goods at un- 
reasonably low prices for the purpose of destroying compe- 
tition or eliminating a competitor. 

Any person violating any of the provisions of this section 
shall, upon conviction thereof, be fined not more than $5,000 
or imprisoned not more than 1 year, or both. 


Immediately legislation was introduced to provide for a change in 
the term “antitrust laws” as used in section 1 of the Clayton Act to 
include section 3 of the Robinson-Patman Act. 

It is pleasing to note that the principal agencies of the Federal 
Government having to do with enforcement of the antitrust laws— 
namely, the Department of Justice and the Federal Trade Commis- 
sions—and one specifically charged with the duty to assist small busi- 
ness—namely, the Small Business Administration—all have submitted 
reports favoring this proposed legislation. The Federal Trade Com- 
mission stated : 


The Commission favors the legislation for the reason that 
it would have a salutary effect upon private enforcement. 


The proposed legislation was not enacted during the 85th Congress. 
The House Small Business Committee believes that legislation to this 
effect should be introduced and acted upon favorably during the 86th 
Congress. 

Law-enforcement results 


Instead of numbers, the timeliness, nature, and effectiveness of anti- 
monary actions are yardsticks for measuring success in antimonop- 
oly effort. Of course it is important also to maintain a high rate of 
activity in order to insure a proper volume of work. 

All complaints alleging violations of our antimonopoly policy 
should be studied. At times the most innocent appearing practice can 
involve and contribute to a major monopolistic condition. Frequently 
study by antimonopoly experts is required of such complaints in order 
to separate trivia from important problems. 

Each matter of importance should be investigated. Those which 
would appear to have a significant impact upon small business and 
the economy and which can be prosecuted under the law should be 
filed for formal action. They should be expeditiously prosecuted to 
a successful conclusion with an order or decree for elimination of the 
challenged practice or condition. The order or decree should be fol- 
lowed by compliance. Violators of antimonopoly orders and decrees 
should be punished sufficiently to deter further violations. 

Consent decrees and consent settlements frequently lead to judg- 
ments enforceable with great difficulty, if at all. Therefore, the rising 
incidence of consent decrees and consent settlements presents a dis- 
turbing situation. 

In the 20-year period from 1935 to 1955, less than three-fourths of 
all of the Government’s civil antimonopoly cases completed ended in 
consent judgments. In 1957, more than seven-eighths of all of the 
Government’s civil antimonopoly cases terminated were so concluded. 
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Undoubtedly there have been many antimonopoly cases where it 
was in the public interest to conclude the litigation by consent judg- 
ments. In the relatively unimportant and clean-cut “hard core” vio- 
lation cases in which defendants consent to judgments providing for 
all of the relief prayed for in the complaints, there would — to 
be no reason for not ending such cases by consent judgments. In such 
cases time, effort, and expenses are saved for use in litigating more 
important matters. However, in the more important significant anti- 
monopoly cases, it is seldom found to be in the public interest to con- 
clude the cases by consent without a decree or order providing for all 
of the relief prayed for in the complaints. It is in these highly impor- 
tant and significant cases where stiff bargaining takes place and con- 
sent decrees and orders are rarely entered except where they provide 
for less relief than was prayed for in the complaints. A striking ex- 
ample of this is the consent judgment entered in the recent case of 
United States v. American Telephone and Telegraph Company. 

Another reason for caution and extreme care in using consent decrees 
and consent settlements for concluding antimonopoly cases is that the 
concluding of cases in that manner forecloses to injured small-business 
firms the opportunities for utilizing evidence underlying Government 
cases in the prosecution of private antitrust cases. When consent de- 
crees and consent settlements are entered into for the disposition of 
antimonopoly cases without trial, the evidence accumulated, often at 
great cost to the public, is suppressed and kept secret. Also consent 
judgments entered before the commencement of the taking of testimony 
cannot be used in the prosecution of private litigation antitrust cases 
by —— parties. 

n that way consent judgments operate to deny to injured small- 
business firms opportunities for assisting effectively in the enforce- 
ment of our antimonopoly laws. 

The Assistant Attorney General supervising the Antitrust Division, 
recently spoke about the “role private suits must play to insure ef- 
fective antitrust.” In doing so, he paid tribute to the value of private 
litigation as an aid in the enforcement of our public policy against 
monopolistic practices and conditions. In that connection he pointed 
to the “need for increased reliance on private suits.” 

It is obvious that to take full advantage of the assistance that private 
litigation could afford would be to provide full opportunity for usin 
the evidence, or in using as prima facie evidence, the judgment utilize 
by the Government in public antimonopoly cases. 

A further defect stemming from consent decrees and consent set- 
tlements is that of compliance. Absent a record of the evidence of 
practices said to be prohibited by the consent decree, few parties can 
agree on what is forbidden and what is permitted. The end result is 
that rarely do we find effort made to enforce compliance with orders 
and decrees entered by consent. The number of such orders and de- 
crees in the lawbooks grows; so does the lack of their enforcement. 

In the few cases where either the Department of Justice or the Fed- 
eral Trade Commission has moved to enforce decrees or orders en- 
tered in pence cases, they have consisted of actions to punish 
for violations, with two exceptions only in those cases where decrees 
and orders were entered after litigation. Those instances where actions 
have been undertaken to punish for violations of decrees or orders have 
been few even where the decrees and orders were entered after full 
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litigation. Even in these few actions those punished have for the most 
part been small-business firms. This is a sad commentary on our anti- 
monopoly policy which is mene to protect and preserve a free and 
competitive enterprise system by including the protection and preser- 
vation of small-business enterprises. 

Delays.—At best and under the most favorable circumstances, the 
litigation of antimonopoly cases proceeds slowly. This is due in part 
to the fact that ordinarily complex economic problems are involved as 
well as intricate legal questions. Frequently the issues are regarded 
of sufficient importance by the defendants to call for the employment 
of a large staff of attorneys, economists, accountants, and other per- 
sonnel merely to prepare and present the defense in a given anti- 
monopoly case. When the defendants are numerous and several 
groups of attorneys and economists are employed, time is consumed 
and records enlarged in the recording and consideration of objections, 
exceptions, petitions, and motions for attorneys of each of a large 
number of defendants. There have been occasions when as many as 
40 attorneys represented defendants in a single antitrust proceeding 
and each insisted on stating in his own words his objection to a ques- 
tion Government counsel propounded to a witness. In such a situa- 
tion it is obvious that in order to elicit an answer from a single wit- 
ness much time is required while effort and enlargement of the record 
results. Under such circumstances we have seen the big case and the 
long delays incident to antimonopoly proceedings. 

From time to time studies have been made by committees of the 
Congress regarding delays in the handling of cases in the Antitrust 
Division of the Department of Justice and the Federal Trade Commis- 
sion. ‘These studies have led to the conclusion that antitrust procedure 
utilized by those agencies have not been means for providing prompt 
relief to the small-business man complaining of monopolistic prac- 
tices. In previous years the House Small Business Committee has 
reported on this problem. It did so in House Report No. 2513, 82d 
Congress. There it noted that a problem faced by the Federal Trade 
Commission for many years has been the inordinate amount of time 
needed to complete its actions. In other reports prepared and made 
by the House Small Business Committee, both the Federal Trade Com- 
mission and the Department of Justice have been criticized for the 
delays in the handling of antimonopoly cases. 

A recent review made of pending antimonopoly cases brought by the 
Antitrust Division and the Federal Trade Secmddenien reveals that 
many of those cases have been pending for a number of years. For 
example, at the FTC 8 cases involving charges of discriminatory and 
other unfair practices by the largest processors and distributors of 
dairy products have been pending for more than 4 years. Other 
cases there and at the Department of Justice have been pending for 
longer periods. In the meantime complaints have been made to the 
House Small Business Committee alleging that unless small-business 
men receive relief more promptly from the practices adout which they 
have complained, it will be useless to complete the cases because the 
complainants will have passed out of existence before the cases are 
concluded. 

What can be done to eliminate and prevent undue delays in the 
em of antimonopoly cases? Some have proposed that we re- 
move all antimonopoly litigation from the regular courts and from 
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the Federal Trade Commission and vest in a new antitrust court or 
administrative court the jurisdiction for hearing and deciding anti- 
monopoly cases. It has been argued that to place such jurisdiction 
in a single court would give rise to a special expertness in that court 
for the handling of antimonopoly cases. 

We are not convinced that the establishment of a new special court 
to handle antimonopoly cases is the answer to this problem. Like- 
wise, we are not convinced that it would be wise to relieve the Federal 
= Commission from its duty of hearing and deciding antimonop- 
oly cases. 

"Acoontiay to recent reports made by the Director of the Adminis- 
trative Office of United States Courts, the Federal courts in 1958 
experienced the heaviest workload in history. Despite the fact that 
they disposed of one of the largest number of cases on record, the 
year 1958 ended with an increase of some 10 percent in the backlog of 
pending cases over the number pending at the end of 1957. Asa 
consequence, at the present time a litigant cannot get a trial in one 
district in a Federal court for almost 4 years after he institutes his 
suit; in other districts it requires from 2 to 3 years. This is several 
times the amount of time which the Judicial Conference of the United 
States estimates that a case should take in reaching trial. In our 
opinion, this deplorable situation cannot be remedied by transferring 
the trial of antimonopoly cases from Federal district courts and from 
the Federal Trade Commission to a special Federal antitrust court. 
This view is based on the fact that the trial of an antimonopoly case 
in any court must be subjected to full judicial process. 

In view of these circumstances, what can be suggested as a remedy ? 

Perhaps these unwarranted delays should not be attributed to any 
particular person or organization. Instead it appears that they are 
inherently a part of a “system.” In turn, the “system” is one that has 
grown, like Topsy, over the years. It is a “system” which requires 
an administrator in one of the Federal regulatory agencies or com- 
missions to treat each administrative action as a “case at law.” Of 
course, we are all agreed that “cases at law” should be made subject 
to judicial process and be judicially determined. However, it is a 
travesty on justice and upon commonsense to try to fit into the mold 
of a “case at law” each administrative action. The ultimate logical 
conclusion would be to make a “case at law” out of each allotment 
or quota for wheat or cotton made to a farmer under programs 
administered by the Department of Agriculture. Of course, if that 
were done, the year for which each of those allotments had been made 
would be past before the “case at law” would be adjudicated. 

It seems to us that we have lost sight of the original concept of the 
administrative process which was in the minds of the framers of the 
legislation creating the Federal regulatory agencies and commissions. 
That concept provided for agency heads to make determinations and 
take administrative actions implementing legislative processes. It 
is our view that it was never intended that the procedures of courts 
be used exclusively in the preformance of those tasks. 

In order to emphasize the great difference in the amount of time 
involved in the use of administrative process as against the use of the 
judicial process, permit us to cite a couple of examples. In 1887, the 
Interstate Commerce Commission was established. At that time it 
undertook the consideration of the problem arising because of differen- 
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tials in the railroad rates. It was called upon to determine whether 
a shipper shipping 30,000 tons of coal annually should pay a substan- 
tially lower rate per ton than smaller shippers who were shipping in 
carlots and less than carlots. At that time, Judge Cooley was Chair- 
manoftheICC. The problem to which we refer came before the Com- 
mission for consideration and decision in the matter of the Providence 
Coal Co. v. The Providence and Worcester Railroad Co. (1 I. C. C. 
107). Judge Cooley and his colleagues on the Commission applied 
an administrative process instead of a court-case process in the dis- 
position of that matter. It was in that case that the important prin- 
ciple was announced that the lowest applicable quantity railroad rate 
shall be that of a carlot rate. It required the ICC (through the ap- 
plication of the administrative-law process) only about 30 days from 
the time it received that matter until it made final disposition of same. 
The principle established by the decision in the matter has stood the 
test of the times. 

Contrast the ICC coal proceeding with a proceeding brought by the 
Federal Trade Commission in 1947 under the Robinson-Patman Act. 
The latter proceeding was for the purpose of considering and dispos- 
ing of a problem relating to differentials which applied in connection 
with sales of rubber tires in various quantities. Under the present 
system, the FTC, in effect, made that matter a “case at law.” In effect, 
it applied, to a degree, a judicial process in the handling of the mat- 
ter. Asa result, 10 years have been spent in handling and litigating 
that matter. The result is not only unsatisfactory, but it is “out of 
season,” for many of the small-business men have been destroyed in 
the meantime by the practices which gave rise to the proceedings in 
the first instance. 


Conclusion 


It is our view and hope that the appropriate committees and sub- 
committees of the Congress will have the opportunity to probe, study, 
and perhaps report upon the possibility and the feasibility of Con- 
gress considering anew the matter of entrusting to independent regula- 
tory agencies and commissions the congressional prerogative of regu- 
lating interstate commerce. It should be considered whether such 
regulation can be accomplished through proper application of the ad- 
ministrative-law process and without resort to the procedures utilized 
in courts of law. If some remedy along these lines can be found and 
adopted as feasible perhaps then all antimonopoly law enforcement 
involving complex economic problems can be entrusted to Federal reg- 
ulatory agencies with some promise of action with sufficient prompt- 
ness to be of value to small business and our free and competitive en- 
terprise system. 

More is needed in antimonopoly cases than mere simplification of 
procedures. There is need also for augmentation of substantive law. 

We agree with the proposition that President Wilson placed before 
the 63d Congress in 1913 when he said: 


We are sufficiently familiar with the actual processes and 
methods of monopoly and of the many hurtful restraints of 
trade to make definition possible, at any rate up to the limit 
of which experience has disclosed. These practices, being 
now abundantly disclosed, can be explicitly and item by 
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item forbidden by statute in such terms as will practically 
eliminate uncertainty, the law itself and the penalty being 
made equally plain. 


Therefore, it is our view that, where experience has demonstrated 
that particular actual processes and methods of monopoly and hurtful 
restraints of trade destroy small business and threaten free and com- 
petitive enterprise, we should not hestitate to forbid them, item by 
item, by statutes in such terms as will practically eliminate uncer- 
tainty and thereby promote expeditious handling of antimonopoly 
cases. 

A number of proposals have been made along these lines. For 
example, Representative James Roosevelt in the present Congress 
introduced H. R. 425, which would permit suits to be brought by 
retail service-station operators in the district courts of the United 
States to recover damages sustained by reason of failure of suppliers 
to act in good faith in complying with the terms of franchises and 
related transactions. Subcommittee No. 5 of the House Small Business 
Committee has recommended that further study be given to proposals 
of this kind and even to a bill that would have “broad applicability 
to all franchise-dealer relations regardless of the type business 
involved.” 

Also, proposals were made in a bill introduced by Representative 
James Roosevelt (H. R. 426) for a divorcement of the functions of 
sales of petroleum products at wholesale from the sales of such prod- 
ucts at retail. eat No. 5 of the House Small Business 
Committee concluded that continuing studies and investigations of that 
»roblem should be made before attempts to secure the passage of such a 

ill. The full committee believes that studies and investigation of that 
problem should be undertaken at the beginning of the 86th Congress. 

H. R. 427 also was introduced by Representative James Roosevelt, 

January 3, 1957. It would amend section 4 of the Sherman Act to 
prescribe a procedure for application to consent judgments, decrees, 
and orders in antitrust cases. That bill would have provided that, 
before a consent decree of a court in an antitrust case or an order 
of the Federal Trade Commission in an antimonopoly case may be- 
come final and binding, it would be published in the Federal Register 
and made available for public inspection for 30 days prior to its effec- 
tive date. The bill, therefore, would have operated to delay official 
entry of such consent decrees and orders until small-business men 
and other interested parties would have an opportunity to study the 
proposed order or decree and oppose or support it, as reason would 
dictate. While this particular bill would not have operated to expe- 
dite the entry of consent decrees or orders in antimonopoly cases, it 
would have operated, nevertheless, as an aid for the insurance of 
Pre eey of terms and provisions in consent orders and decrees. 
_ These and a number of other proposals for legislation would assist 
in oe uncertainty from the substantive provisions of the anti- 
monopoly laws to the extent that uncertainty can be reduced or 
removed, delays are avoided, and expeditious handling promoted. 

In view of the foregoing, it is urged that the Department of Justice 
and the Federal Trade Commission study this problem with the view 
to making recommendations to the Congress for simplification and 
strengthening of antimonopoly-law enforcement, 








CHAPTER IX. SMALL-BUSINESS PROBLEMS RELATING 
TO IRON AND STEEL SCRAP 


The problem 


At the beginning of the 85th Congress, the House Administration 
Committee approved, as a special project for the committee, an in- 
vestigation of the iron and steel scrap industry. Accordingly, early 
in the first session the committee began an investigation which was to 
be centered largely on problems raised by exports of scrap to foreign 
markets, and on the official policies and programs which have been 
put into effect to deal with these problems. 

In addition to extensive collection of information from Government 
agencies and members of the trade, the committee held two series of 
hearings, the first in open session during May of 1957, and the second 
in executive session during the latter half of June. In the course of 
these the committee heard testimony from officials of the executive 
departments most directly responsible for determining or carrying 
out policies relative to iron and steel scrap exports—the Secretary of 
Commerce, Hon. Sinclair Weeks, the Assistant Secretary of Commerce 
for International Affairs, Hon. Harold C. McClellan, as well as several 
other officials of the Department of Commerce, and, finally, the Assist- 
ant Secretary of State for Economic Affairs, Hon. Thorsten V. Kali- 
jarvi. In addition, testimony was heard from scrapyard dealers, scrap 
brokers, and exporters—as well as from officials of the two trade asso- 
ciations of the iron and steel scrap industry—and from representatives 
of scrap consumers, namely, the steel industry and the foundry 
industries. 

The records of hearings of both the open and executive sessions were 
printed, with the exception of testimony given by officials and counsel 
for Luria Bros. & Co., Inc., the largest factor in both the domestic 
scrap trade and the scrap export business. Attorneys for Luria re- 
quested that this testimony not be made public, and the committee ac- 
ceded to this request. Luria was then, and is now, a party to a pro- 
ceeding brought by a complaint of the Federal Trade Commission, as 
are a number of steel companies, plus certain other firms in the iron and 
steel scrap trade. These proceedings involve some of the same matters 
about which Luria officials testified to the committee. 

Conflict over scrap exports 


The problems with which the committee has been asked to deal 
are unusually complex; they have not been made less so by the dif- 
ficulties of obtaining a full and precise picture of how the policies 
and actions of the executive agencies have borne on these problems. 

For several years now, exports of iron and steel scrap—and pro- 
posals for limiting such exports—have been matters of more or less 
chronic conflict. This is a conflict in which small firms are ranged 
on both sides of the issue. Both scrap iron and scrap steel are im- 
portant raw materials in steelmaking, and, in one form or another, 
they are used as raw materials by many of the several thousand iron 
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and steel foundries of the country. The iron and steel foundries are 
for the most part operated by small firms. 

The period following the end of the hostilities in Korea—up until 
the recession in steelmaking which began in the fall of 1957—was 
one of exceptionally heavy Tenaad for iron and steel products of all 
kinds, both here and abroad. In most of these years the United States 
steel industry, which is the principal consumer of scrap, operated at 
capacity or near-capacity levels. Similarly, with the rapid economic 
recovery taking place in Europe and Japan, the mills of these coun- 
tries turned to the United States market for increasing quantities of 
scrap. The United States, being the principal steel producing and 
using country, is also the principal generator of iron and steel scrap, 
and has historically been the principal exporter of these materials. 
With the removal of limitations on exports of scrap to friendly coun- 
tries, following the end of the Korean hostilities, the steel mills of 
Europe and Japan, as well as those of other countries of the free world, 
turned to the United States market for increasing quantities. In 
consequence, there have been periods of large foreign demand at the 
same time when demand at home was exceptionally heavy. On these 
occasions prices of scrap rose sharply, and the domestic industry 
encountered “shortages.” On several occasions in 1955 and early 
1956 representatives of the steel and foundry industries made vigorous 
protests about the drain of exports on United States supplies, both to 
committees of Congress and to the executive agencies, and proposed 
that the Federal Government take steps to limit or prohibit exports 
of these materials. 

The iron and steel scrap industry, on the other hand, has been just 
as vigorous in its opposition to proposals to have the Government 
place restrictions on its foreign markets in friendly countries. Many 
of the independent dealers, brokers, and exporters in this industry 
have also made protests concerning developments in their markets, 
which they interpret as a growth of private monopoly controls tending 
toward restrictions on their markets, both foreign and domestic. 

The scrap industry is a highly competitive industry, made up of a 
great many small firms—mostly family firms. Prices of iron and 
steel scrap vary widely, depending upon the volume at which the mills 
are buying. Exports of iron and steel scrap, while small as compared 
to the quantities consumed at home, are nevertheless an important part 
of the industry market. Exports affect the volume of business done by 
almost all members of the industry, even though the scrap physically 
exported may never come from the yards of many of the dealers who 
are affected. 

Members of the scrap industry make a point, with some validity, that 
it is not high prices or low prices, as such, that concern them; rather, 
they are concerned about the low volume of business they do when 
prices are low. When prices change, both scrapyard dealers and 
brokers may, of course, gain or lose on their inventories and on the 
sales or purchase contracts which they may have made; but on the 
average, they say, their profit margins are fairly constant. Higher 
prices paid at the mills, say the dealers, mean that a larger volume of 
scrap is needed, and that they must pay higher prices to the collectors, 
peddlers, owners of structures to be demolished, and so on, to bring 
in the larger volume of scrap and meet higher freight costs for bringing 
scrap in from more remote areas. 
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The position of small firms in the scrap processing and conswming 
industries 

The competitive characteristics of the industries involved in this 
conflict, as well as the uses they make of iron and steel scrap, pose 
an essential part of the problems which have been raised. 

Scrap iron and steel are used in a variety of production processes 
where these materials serve as alternatives to new metallics—either 
new pig iron or new steel. Normally, the steel industry consumes 
about 85 percent of all the “purchased” scrap consumed domestically. 
(Purchased scrap is that which is bought and sold and excludes large 
quantities of “home” scrap which is generated and reused by the 
producer himself.) For example, the Bureau of the Census reports 
that in 1954 the steel industry consumed 24.4 million tons of pur- 
chased scrap, or 84 percent of all that was consumed domestically. 
The other 16 percent, or 4.8 million tons, was consumed by the foundry 
industries and in electrometallurgical uses. 

The gray-iron foundry industry, a much smaller but second most 
eee user of scrap, consumed 3.2 million tons in 1954. All other 
industries—the malleable-iron foundries, the steel foundries, and the 
electrometallurgical producers—each consumed less than a million 
tons. 

Specific quantities consumed by nine of these industries are indi- 
cated in the table below. 


Consumption of “purchased” iron and steel scrap in the United States in 1954 


Short tone 
Peaet Tareees — st sii tk le ie 8, 900, 852 
Steel works and rolling mills: 
Ne I a i ania cen tl se dea aati 19, 902, 687 
I OI NN aa i cried in neieenttinategedemenaiiainteen 633, 588 
etal, Weeel: tidtbtr yi lik SU aaa ee ei 24, 437, 127 
TROP aOR ee) BROT os cin derciieepinndsacenmenispebenriointe 291, 777 
ch al Mane Matai 8, 231, 034 
eeeennn, DOUNNIT OND a ee 467, 417 
pees Bommerene e222 ee beled a eed oe 820, 786 
NEG oo, 5p cainnlieee tam dnnnaeee na hermitteciniieide lorie 4, 811, 014 
SE IN asc cise ccconntns ncrepmepmias eran icatacta nti Ee 29, 248, 141 


Source: U. S. Department of Commerce, Bureau of the Census, 1954 Census of Manu- 
facturers, bull. MC-—33A. 


A very small number of big, integrated steel companies produce the 
lion’s share of all the steel and, consequently, consume the lion’s share 
of the iron and steel scrap. These integrated companies feed scrap 
iron and steel into their steel furnaces, along with the pig iron pro- 
duced in their blast furnaces, in varying proportions, depending upon 
the cost and availability of the two materials. In addition, they use 
substantial quantities of scrap in their blast furnaces in making pig 
iron. Altogether, there are 100 companies which produce steel ingots, 
but of these, 28 companies have about 98 percent of the total steel- 
making capacity of the country. Furthermore, 19 of these are inte- 
grated companies and account for about 88 percent of the steelmaking 
capacity; the other 9 are semi-integrated companies and account for 
about 5 percent of the country’s total steel capacity. 
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There are in total, however, some 55 semi-integrated steel companies 
in the country. These companies must depend for their raw materials 
either upon purchasing new pig iron from the steel companies oper- 
ee blast furnaces and having and offering pig iron for sale, or upon 
purchasing iron and steel scrap. Furthermore, 31 of these semi-inte- 
grated companies operate electric furnaces only, and in these furnaces 
it is not economically feasible to use pig iron at all, or at least not in 
any substantial proportions. 'To these companies steel scrap is essen- 
tial. Electric furnaces normally use about 16 to 18 percent of all the 
purchased scrap consumed domestically. Some of these electric fur- 
naces are, however, operated by the integrated steel companies which 
also operate open-hearth furnaces, in which either pig iron or scrap 
may be used. 

The ferrous foundry industry has three principal mgmenter aay 
iron castings, steel castings, and malleable-iron castings. In the 
United States there are approximately 2,725 foundries: 2,300 gray- 
iron foundries, 300 steel foundries, 100 malleable-iron foundries, and 
25 high-alloy foundries. All but a few of these units are small busi- 
ness. Individual foundries normally use anywhere between 40 and 
100 percent scrap in their furnace charges, depending in per upon the 
type of foundry and in part upon the cost and availability of new 
metallics as compared to those of scrap. 

Although the big, integrated steel companies consume the bulk of 
the scrap, they are perhaps less affected by increases in scrap prices 
than are the semi-integrated mills and foundry industries, since a 
large percentage of their raw materials consist of pig iron produced in 
their own blast furnaces. 

There is, however, an important qualification to this, and one which 
is a point of bitter complaint by many members of the scrap industry. 
As a technical matter, the proportion of steel scrap to new pig iron 
used by big steel may be varied widely at any particular time, depend- 
ing upon the availability and relative cost of the two materials. But 
in practice, according to members of the scrap industry, big steel tends 
to depend upon the scrap industry as a marginal source of its raw 
materials. 

More specifically, members of the scrap industry have said that when 
the integrated steel companies cut back steel production, the brunt of 
the cut falls on the scrap industry, because the steel producers have 
two higher priority sources of metallics. First, the steel companies 
wish to keep their blast furnaces, mines, and transportation systems in 
operation. Second, the steel companies have long-term contracts with 
the big metal fabricators, to purchase directly the scrap which these 
fabricators generate. Conversely, independent dealers and brokers 
say, the steel companies depend upon the scrap industry to fill the gap 
when steel production is at high levels. Competition, they say, drives 
scrap prices down when the mills are buying lightly, but the mills 
exercise a large degree of arbitrary control over scrap prices when 
demand increases—and thus, the argument goes, the mills cannot ex- 
pect the scrap industry to collect all the scrap the mills may wish to 
have if they hold the prices too low. 

The Bureau of the Census, in its 1954 Census of Business, listed some 
3,700 establishments described as iron and steel scrap dealers. The 
reported sales of these establishments amounted to $1.2 billion in that 
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year, making an average of $326,000 per establishment, including, of 
course, sales of things other than iron and steel scrap. In addition, 
there are large numbers of waste-material dealers in the country who 

repare and sell iron and steel scrap. Altogether, the Secretary of 
Commerce estimated, for 1956, between 8,000 and 10,000 scrap dealers 
in the country trading in iron and steel scrap. 

The scrap-yard dealers are those who collect, prepare, store, and 
sort scrap according to certain standard grades and specifications by 
which it is purchased. The scrap-yard dealers acquire their sete 
materials from auto-wreckers and demolition projects, from small 
fabricators of iron and steel products, and from collectors and peddlers 
who practice the art of collecting discarded items of metal from the 
homes, farms, and factories of the country. The preparation equip- 
ment of the smaller yards may be simple and inexpensive, while the 
larger yards are usually equipped with substantial capital items, such 
as torches, shears, cranes, magnets, baling presses, trucks, railroad 
sidings, and other equipment. The yard dealers must accumulate 
enough scrap to be able to ship a particular grade in carload lots. 

Estimates as to the number of brokers operating at any one time are 
less than certain. Scrap brokers perform the normal function of 
finding buyers for the yard dealers’ scrap, and conversely, finding 
sources of supply of scrap for the grades and quantities in which scrap 
consumers wish to have it. By normal practices, the scrap broker is 
also the credit agent who finances shipments of scrap. The final 
settlement price for a carload of scrap which the dealer ships to a 
steel mill is not determined until after the car reaches the mill’s yard 
and is weighed and inspected by the steel company inspector, and there- 
after the payment is made by the mill some 30 to 60 days after the 
ear is shipped. The broker on the other hand may advance the yard 
dealer a substantial portion of the payment that will be due him and 
then remit the balance after payment from the mill is received. By 
recent practices, brokers do not operate on a percentage commission 
basis, but agree to pay the dealer a fixed price, and in turn sell to the 
consumer at a fixed price. In other words, in most of these transac- 
tions the broker is buying and selling for his own account, but with the 
understanding that the dealer is liable for any downward adjustments 
in the price which may come about by reason of the fact that the con- 
sumer’s inspector finds a shipment of scrap to be of a lower grade or at 
a lesser weight than had been agreed upon. In many instances brokers 
also operate their own scrap yards, or conversely, a large yard dealer 
may act as his own broker’s agent, as well as broker for other yard 
dealers. Altogether, approximately 50 brokers or broker-yard oper- 
ators make foreign sales and participate in the export business. 


Complaints from small firms in the scrap, steel, and foundry industries 

At the beginning of World War II the Federal Government imposed 
rigid controls on exports of iron and steel, for the reason that con- 
servation and use allocation of these materials were considered essential 
to the national defense. These controls were continued, with modi- 
fications, through the period of the Korean hostilities, and at most 
times they were accompanied by maximum price controls, as well as 
procedures for allocating supplies among domestic consumers. 

The 1953 relaxation of export controls on iron and steel scrap meant 
that all quantity limitations on exports to friendly countries were 
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lifted. Shipments to Iron Curtain countries continued to be pro- 
hibited. And the requirement that exporters obtain a license for 
each shipment, showing quantities, grades, purchaser, country of 
destination and other pertinent data, was continued. This continua- 
tion of the licensing procedure has been for the urpose of oe 
to prevent these materials from reaching blockaded countries, thou 

it is apparent that the same procedures serve standby controls for 
limiting exports to friendly countries. 

The first full year after removal of the quantity limitations on ex- 
ports to friendly countries, demand for scrap was relatively light. 
Along with the general business recession that year, steel production 
in the United States dropped to 88.3 million tons from 112 million 
tons in the previous year. By early 1955, however, the demand for 
steel products of all kinds was again at high levels. In that year 
domestic industry consumed some 35.8 million tons of scrap, as com- 
pared to 33.4 million tons in 1953, and consumption was increased 
again in 1956 to 36.8 million tons. 

Similarly, with recovery taking place in Japan and Europe, the 
mills of these countries turned to the United States market for in- 
creasing quantities of scrap. Total exports to all countries of the 
world jumped from 1.6 million tons in 1954 to 5 million tons in 1955, 
and, ultimately, exports reached 6.3 million tons in 1956 and 6.7 mil- 
lion tons in 1957. 

With the increased demand, scrap prices underwent a sharp rise 
in 1955 and 1956, and there were several occasions in 1955 and 
early 1956 when representatives of the steel and foundry industries 
made protests to committees of Congress and to executive agencies, 
concerning this increased drain on United States scrap supplies by 
foreign buyers. The semi-integrated companies complained that they 
were especially hard hit by “shortages” of scrap. Indeed, while iron 
and steel scrap materials are for the most part substitutes for new 
metallics, these representatives pointed out that some of the semi-inte- 
cai steel mills are technically designed to make steel primarily 
rom steel scrap and can use only minimal amounts of iron. The 
urged Federal controls to limit exports and suggested that such limi- 
tations were in accordance with the declared policy of the Export 
Control Act. In fact, several suggested that the Export Control Act 
already provides the authority for such limitations, and that the use 
of the authority requires only an official finding that such limitations 
are necessary to protect the domestic economy from an excessive drain 
of scarce materials and to reduce the inflationary impact of abnormal 

foreign demand. 

Representatives of the scrap industry, on the other hand, made sev- 
eral cogent arguments against the imposition of controls, among 
which were the following: First, unlike the situation which prevailed 
during the World War II and Korean periods, there was no finding, 
and no basis for a finding, that limitations were necessary in the na- 
tional defense; second, ferrous metallics in other forms were being 
exported freely, and there was no proposal to limit such exports. Thus 
they pointed out that iron ore, iron and steel ingots, and all other 
steel-mill products, as well as fabricated products of iron and steel, 
were being exported without restriction. It would be discriminatory, 
they argued, to prevent their industry from exporting scrap, only to 





116 FINAL REPORT ON SMALL BUSINESS 


let the steel industry melt it down and export it in the form of new 
steel. Finally, spokesmen for this industry argued that the “shortage” 
about which the consumers complained was really only a matter of 
price—in short a narrowing of the spread between the price of scrap 
and the price of new metallics. And as to the point some of the semi- 
integrated steel mills cannot utilize new metallics, scrap industry 
spokesmen contended that the scrap supplies which might be available 
to these consumers were being drained principally by the large inte- 
grated steel producers, not by exports. 

One of the consequences of these complaints was that, in extending 
the Export Control Act in the early summer of 1956,‘ Congress wrote 
into the extension a requirement that the Secretary of Commerce “im- 
mediately make a complete survey of the iron and steel scrap available 
and potentially available, and to file with the Congress an interim re- 
port within 3 months and a final report not later than January 31, 
1957.” 

When the House Small Business Committee began its investigation 
in early 1957, the complaints were then not coming from the consuming 
industries. Complaints from these sources seemed to have subsided 
after mid-1956. 

On the contrary, protests of a most vigorous nature were coming 
from the scrap industry. These involved several matters. First, a 
large number of independent dealers and brokers were reiterating, but 
with special vigor, complaints which they had been making for several 
years concerning practices and conditions growing up in the domestic 
market, and in a complementary way in certain of the principal for- 
eign markets, which they have seen as portending an eventual monop- 
oly control of the scrap business. 

There was a recent and growing tendency, they alleged, for cer- 
tain of the large United States steel mills to adopt a single broker, 
Luria, as the exclusive or near-exclusive agent through whom the 
dealers’ scrap would be purchased. Similarly, they complained, two 
scrap-buying cartels for the major foreign steel industries had like- 
wise adopted the practice of purchasing scrap in the United States 
through Luria. These two foreign scrap buyers, the central pur- 
chasing agency for the Japanese steel platen and the central pur- 
chasing agency for the steel industries of the six member nations of 
the European Coal and Steel Community, they pointed out, embraced 
the scrap industry’s principal foreign markets. 

Another complaint of an unusual nature, which was later voiced 
by a number of scrap dealers, brokers, and exporters, was to the effect 
that the principal trade association of the scrap industry—the Insti- 
tute of Scrap Iron and Steel, Inc.—was dominated and controlled by 
representatives and officials of Luria. Indeed, it could be said that 
substantially all complaints made to the committee were from mem- 
bers of the National Federation of Independent Scrap Yard Dealers, 
Inc.,? a newer and much smaller trade association, which appears to 
have been formed by members and former members of the institute 
in protest of the institute’s policies and alleged domination by Luria. 


1 Public Law 631, 84th Cong., approved June 29, 1956. 

2The president of the federation claims 200 members (hearings, p. 232), and the execu- 
tive secretary of the institute claims 1,301 members, which he estimates to handle 95 
percent of the “open-market scrap” (ibid., p. 261). 
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In any event, none of the complaints received by the committee was 
initiated by the institute or its officials. 

Finally, when the committee began its hearings on May 20, 1957, 
the Department of Commerce had just oe taken an action which 
was uppermost in the minds of the dealers, brokers, and exporters. 
The Departnesit had unexpectedly announced that it had adopted, 
as an “interim policy,” the suspension of licensing of exports to certain 
countries, this suspension being in effect an embargo on exports of 
scrap to the three principal foreign markets for these materials. 

In brief, the embargo applied to Japan, the United Kingdom, and 
to the six member nations of the European Coal and Steel Com- 
munity (West Germany, France, Italy, Belgium, the Netherlands, and 
Luxembourg), and was to prevail pending the completion of certain 
“discussions” which were taking place, according to the announce- 
ment, between Department of Commerce officials and the representa- 
tives of the governments of the several countries involved. 

This announcement set off an instantaneous reaction in the scrap 
industry, for two reasons: 

First, while the announcement provided no basis for anticipating 
how long the “interim procedure” would last, it was apparent that 
suspension of licensing exports to these three world areas, even if for 
only a few days, could disturb the market if it did not actually disrupt 
dealers’ operations. 

Second, the circumstances of this announcement, together with the 
events which immediately preceded it, were taken by the scrap industry 
as signs that the administration might be contemplating some action 
to limit scrap exports. 


Secretary Weeks had long been on record as urging export controls. 
Some new papper for such a move had recently been acquired. The 
ic 


direction which Congress had given the Secretary of Commerce to 
make a survey of scrap supplies had resulted in the Department’s 
contracting with the Battelle Memorial Institute—a private research 
organization—to make the survey, and this Institute had a few weeks 
earlier submitted a report which found a “potential” shortage of the 
heavy melting grades of steel scrap. This report had been released to 
the public, furthermore, with interpretations by the Department of 
Commerce which foresaw a scrap “shortage” with considerable more 
certainty than the Battelle report. 

All of these developments raised apprehensions in the minds of 
some of the independent dealers and exporters that some official action 
to restrict their foreign markets was in the making. Consequently, 
when the committee began hearings, the most pressing problem, from 
the scrap industry’s point of view, was to learn more precisely what 
the announced embargo meant and what controls and limitations, if 
any, could be expected to follow: 

The industry’s fears that the Government might be contemplating 
some action to limit its foreign sales proved to be something in the 
nature of locking the barn door after the horse is stolen. The commit- 
tee hearings shortly disclosed that this action had already been taken 
more than a year earlier, and that exports had in fact been restricted, 
on an annual basis, during the whole of the preceding year. 
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Government intervention to limit scrap exports 


Since the committee’s first interest was in clearing up questions of the 
administration’s export policy, the.committee initially invited the testi- 
mony of Hon. Clarence B. Randall, Chairman of the Council on For- 
eign Economic Policy, and, in addition, invitations were extended to all 
other members of the Council on the basis of whether the individual 
members felt they could offer assistance or advice on the problems be- 
fore the committee. It had been understood that formulation of poli- 
cies on export controls was the function of the Council, and, indeed, 
Secretary Weeks’ recommendation for such controls, with specific ref- 
erence to iron and steel scrap, had been a matter of frequent considera- 
tion by the Council. For example, in September of 1955, after export 
controls had been a matter of urgent consideration, there were news 
reports in both the trade journals and newspapers to the effect that 
the Council had voted down Secretary Weeks’ recommendation by 
a vote of 8 to 1.2 Clearly, it seemed that if an official decision had 
now been reached to impose export controls, it would be pertinent for 
the committee to have the Council’s expert views as to why its previous 
policy should have been reversed. 

The Council on Foreign Economic Policy was established by a letter 
from the President, of December 11, 1954, to Hon. Joseph M. Dodge, 
in which the President specified that the functions of the Council 
were— 


to assist and advise me in accomplishing an orderly develop- 
ment of foreign economic policies and programs and to assure 
the effective coordination of foreign economic matters of con- 
cern to the several departments and agencies of the executive 
branch. 


In addition to the Chairman, Mr. Dodge, and later, Mr. Clarence B. 
Randall, the designated members of the Council are the Secretaries 
of State, Treasury, Commerce, and Agriculture, and the Director of 
the International Cooperation Administration, plus several ex officio 
members from among the President’s assistants and his Council of 
Economic Advisers. 

All members of the Council, however, except Secretary Weeks, 
declined the committee’s invitation to testify. The Council’s Chair- 
man, Mr. Randall, wrote that— 


Responsibility for the licensing of the export of steel scrap 
lies with the Secretary of Commerce, and I think it would be 
inappropirate for me to discuss the matter.* 


Similarly, the Director of ICA, Hon. John B. Hollister, wrote that— 


While this matter has been discussed from time to time by the 
Council on Foreign Economic Policy, it is a matter which has 
little bearing on ICA operations.* 


Secretary Weeks, in his statement to the committee, pointed out 
that the Export Control] Act conferred on the President the authority 
to impose export controls, and this authority has been delegated to 
the Secretary of Commerce. The Council’s responsibility in this mat- 
ter was merely advisory. Thus it never became clear whether or not 


® Hearings, pt. 1, p. 218. 
* Hearings, pt. 1, p. 268. 
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the Council reversed its advice to Secretary Weeks on the matter of 
imposing export controls, nor is it clear whether the Council had at 
one time felt it had the ultimate responsibility for such decisions and 
at a later time had abandoned its responsibility to Secretary Weeks, 
knowing full well what Secretary Weeks would do. 

At the opening of the committee’s hearings on May 20, 1957, Secre- 
tary Weeks made a formal statement in which he said that iron and 
steel scrap was “potentially in serious short supply,” adding, “for that 
reason it is on our list of commodities controlled for supply reasons.” 
Further, the Secretary said: 


The major problem recently has been to determine to what 
extent and in what manner exports should be limited— 


then added by way of amplification— 


we have been having discussions with each of the foreign 
countries who import heavily from the United States to 
determine their real needs. * * * Should our determination 
of the real needs be more than we find can be safely exported, 
I see no alternative but to impose quotas. * * * we probably 
will be able to work out through voluntary means an equita- 
ble distribution of what can be spared and to avoid the 
necessity for quotas.® 


Subsequent testimony of other witnesses, including the Assistant 
Secretary of Commerce for International Affairs (Hon. Harold C. 
McClellan), who was directly in charge of the Department’s export 
policies, developed a picture of the Department’s posture with refer- 
ence to export limitations that is considerably more complicated than 
the Secretary’s formal statement suggested. 

Placing a somewhat different emphasis on the nature of the dis- 
cussions taking place with foreign governments, or with foreign steel 
representatives, the Assistant Secretary in his formal statement said 
that the Departments of State and Commerce had been holding discus- 
sions over the last year and a half with the “three major foreign takers” 
of scrap, in an effort to persuade these governments to take steps to 
reduce their countries’ reliance on imports of United States scrap. 
The steps urged, according to the Assistant Secretary, were for these 
countries to convert their steel mills to types needing less scrap, to 
design new steel mills to use more basic metallics, to locate and develop 
sources of ores, fuels, and coal supplies for producing basic metallics, 
and to look to other areas than the United States for scrap purchases. 

Pending completion of these discussions, the Assistant Secretary 
stated, “we found it prudent to serve notice” that the Department of 
Commerce would limit export licenses of the heavy melting grades 
of scrap to the quantities exported in the previous year to each of the 
three major consuming areas. 

The “problem,” said the Assistant Secretary, was “to safeguard 
the supply of an essential raw material and particularly to safeguard 
it for the producers to whom it is essential.” The producers to whom 
scrap is “essential,” he explained, are the foundries and the steel pro- 
ducers who do not make pig iron.® 

Acting on curiosity aroused oY reports which had appeared in for- 
eign publications—as well as by the then-recent revelations that 


5 Hearings, pt. 1, p. 3. 
* Hearings, pt. I, p. 4. 
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administration officials had secretly imposed “voluntary quotas” on ex- 
ports to Japanese textiles to the country ““—committee members asked 
the Secretary and Assistant Secretary if the discussions taking 
lace with the foreign buyers were not for the purpose of estab- 
ishing “voluntary quotas” of scrap which these buyers would im- 
port from the United States during the year then underway. Sub- 
sequent testimony revealed that negotiations were indeed in progress 
over the tonnage figures which would be expected to limit ex- 
ports to Japan, the United Kingdom, and the “Community” coun- 
tries during 1957. Furthermore, it was because of the pendency 
of these negotiations plus an early rush on the part of these buy- 
ers to place contracts with the trade for substantially their full 
year’s requirements of United States scrap that the Department of 
Commerce had been forced to take the open action of declaring 
the temporary embargo. According to the Assistant Secretary’s tes- 
timony in brief, the three principal foreign buyers had already 
made contracts in the first 4 months of 1957 for tonnages equal to, or 
substantially equal to, their full year’s imports in the previous year. 
These events suggested that the foreign buyers were expecting a 
scramble in the United States market, a scramble which would not 
be averted by the “voluntary” program which the Department was 
pursuing, and their own cmaattian to get their anticipated require- 
ments shipped early was having a sharp impact on the market. 

Acting also on reports in the foreign press, committee members 
asked the Secretary and the Assistant Secretary if there had not in 
fact been “voluntary quotas” in effect in the previous year, and, 
further, if the quota for Japan had not been violated. 

Both the Secretary and the Assistant Secretary objected to the use 
of the word “quotas,” but agreed that officials of the United States 
Government had in fact entered into certain “voluntary” agreements 
with officials of the foreign consuming areas concerning the maximum 
tonnages of scrap that these areas were to import from the United 
States during the year 1956. 

These “voluntary” agreements had, moreover, been initiated by the 
United States officials and had been concluded early in 1956. Thus, 
it appeared that, to the extent that the foreign buyers were restrained 
by these “voluntary” agreements, the Department of Commerce had 
Slesaae limited exports in the year 1956, even before it had made a 
start on the survey which Congress directed it to make in order to 
find out whether or not such restrictions were appropriate. 

The exact nature of these “voluntary” agreements never became en- 
tirely clear, however, from the explanations which the committee 
heard. Indeed, from the record of events it appears that the agree- 
ments were not entirely clear to all of the parties to the agreements. 
In any case, they proved to be conducive to misunderstanding, if not by 
the principals, at least by some of the exporters who had only an 
indirect and inferential knowledge that the agreements existed. 

In response to the committee’s questions concerning the possible 
existence of 1956 quota agreements with foreign buyers, the Assistant 
Secretary of Commerce explained that “we” had asked these buyers 
“what they thought they would need, and then tried to find a meeting 
of minds as to what would be a proper amount for them to take, and 


2 See New York Times, June 2, 1956, p. 23, and U. S. partment of Commerce press 
release G-767, January 16, 1957, entitled “Japanese Textiles.” 
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this was substantially achieved * * *.” But as to the tonnage figures 
each of the three foreign buyers agreed to observe, the Assistant Sec- 
retary said “there was no firm commitment of the order that would 
deny an increase beyond that figure.” And, in further amplification, 
the Assistant Secretary explained that the agreements between the 
three buyers and the United States as to the Sassen! respective ton- 
nages for 1956 was not “the kind of a binding commitment that would 
reduce exports beyond that level.” Rather, he said it was “a voluntary 
limitation which was substantially met.” 

In light of these disclosures the Secretary’s reference to the hope 
of avoiding “the necessity for quotas” seemed somewhat puzzling. 

Since buying and selling are two sides of the same coin, the effects 
which our Government officials intended by their efforts to have the 
foreign purchasers limit their imports from the United States are not 
easy to distinguish from the effects they would have expected from 
limiting exports to these buyers. To the extent that the “voluntary” 
agreements were met—and they were said to have been “substantially 
met”—the scrap industry’s market was curtailed. Surely the De- 
partment of Commerce was not forced to rely upon these private 
cartels to control the quantity limits agreed upon, because the De- 
partment had its own control machinery in motion SAA. And 
certainly the Department was not forced to rely upon these private 
cartels to keep the books on the agreements, because the Department 
was doing its own bookkeeping. 


“Voluntary” agreements with foreign cartels lead to misunderstand- 
mgs 

The upshot of the “voluntary” ee by which our Govern- 
ment expected to restrict scrap purchases by the three foreign cartels 
in 1956 was that, before the year ended, considerable misunderstanding 
had developed. 

After having agreed initially to a limitation of 1.2 million tons for 
the year 1956, the Japanese apparently found their steel industry un- 
der extreme pressure by midsummer of that year. In any case, the 
Japanese requested an upward revision of their allowance for the year. 
Formal negotiations were initiated through the Department of State, 
as a result of which the Department of Commerce agreed to an upward 
revision of the year’s total to 1,980,000 tons. Beginning in August 
of 1956, however, negotiations were initiated between the Japanese 
purchasing agency and Luria concerning certain additional tonnages 
over and above this limit which might be purchased and delivered 
within the year. The excess quantities under discussion involved some 
335,000 tons and came to be referred to as Japan’s “fourth-quarter 
requirements.” Whether these negotiations were initiated by the 
Japanese or by Luria’s agents is not clear, but throughout the nego- 
tiations there appears to have been an anticipation on the part of the 
Japanese purchasers that the United States Government would not 
approve shipment of such tonnages in excess of Japan’s agreed-upon 
quota for the year. 

Several of Luria’s competitors in the Japanese market, after they 
got wind of these negotiations, flew to Japan and called on the Japanese 
purchasing agency in an effort to obtain some share of the orders for the 
tonnages which they understood were to be placed. These overtures 
were uniformly met, according to their testimony, with the question, 
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“Can you obtain the licenses?” Finally, a “conditional” contract was 
entered into with Luria for the full amount of the “fourth-quarter re- 
quirements” under discussion, the condition stipulated in the contract 
being that Luria would be able to obtain the necessary licenses for the 
export of this quantity. The Japanese made no further inquiries of 
the United States Government concerning an increase in its quota for 
the year 1956, but clearly shoved off onto Luria, or allowed Luria to 
assume, the responsibility for obtaining the United States Govern- 
ment’s clearance of these shipments. 

It will suffice to say that in view of the fact that the Department 
of Commerce would be asked by Luria to issue licenses for the ship- 
ment of these tonnages, it must have seemed to the Japanese a fair 
presumption that the Department would not issue Luria the licenses 
unless the Department was agreeable to having the tonnages shipped. 
In any case, the licenses were granted, and the excess tonnages were 
shipped. Altogether, shipments to Japan for the year 1956 were 
400,000 tons in excess of that country’s amended “voluntary” quota 
of 1,980,000 net tons. 

This incident resulted in considerable disturbance in the industry 
and seems to have set off the chain of events which led to the Depart- 
ment’s embarrassing posture of early 1957, culminating in its decision 
to announce a temporary embargo on scrap shipments to the three 
principal markets. Inevitably, the year-end breakdown in the vol- 
untary agreements was taken to mean that this method of limiting 
exports would not be effective in the year ahead. The result was a 
scramble for supplies in the early part of 1957, with all the major 
foreign buyers rushing in to make contracts for early shipments of 
what was to be, roughly, their expected requirements for the entire 
year. 

Another result was a rash of complaints tot he committee that 
Luria seemed to have special influence inside the executive branch 
of the Government, and if such influence did not in fact exist, it 
would at least seem to the foreign buyers that Luria could do what 
its competitors could not do. 

Several of Luria’s competitors in the Japanese market testified to 
the prevalence of such an idea among the Japanese steel executives 
at the time the Japanese decided to place an exclusive contract with 
Luria for its “fourth-quarter requirements.” This was to the effect 
that Luria had special influence in high levels of the United States 
Government and could obtain more generous allotments for the Jap- 
anese if the Japanese placed exclusive contracts with Luria. For 
example, one of these exporters testified that he went to Japan in 
August 1956 and spent 2 weeks having daily discussions with repre- 
sentatives of the Japanese steel mills, and that in each case he was 
questioned as to “the theory that the Department of Commerce could 
be controlled if an exclusive order were given out.”’ Another of 
these exporters, who testified to a similar experience, told the com- 
mittee that the Japanese were influenced to place an exclusive con- 
tract with Luria because— 


* Hearings, pt. I, p. 53. 
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The Japanese received the impression, and this is often as 
important as fact, that Luria Bros. had special influence in 
Washington and could obtain licenses when others were 
restricted.® 


This witness then quoted a Japanese trade publication to the effect 
that— 


Steel mills have explained that they had decided to give a 
contract to Luria Bros., as the latter is believed to be the most 
dependable shipper to get export licenses from the Washing- 
ton administration.® 


Whatever suspicions the Japanese buyers may have entertained 
prior to the August negotiations concerning Luria’s special influence 
must have received support from an unfortunate experience which 
the Department of Commerce had with its licensing procedure at 
that time. 

In this period the Department was licensing on what was called 
a “cargo-by-cargo basis.” By this it was meant that each cargo ship- 
ment required a license, and to obtain a license the exporters had to 
turn in a bill of lading showing the shipment of a previous cargo. 

Most of the exporters had only one license at any one time, and an 
exporter in this situation was able to load and ship only a single cargo 
before applying for a new license. A few of the exporters, on the 
other hand, had several licenses, and, as the confidential records of 
the Department of Commerce show, Luria had a very large number of 
licenses, These differences in the positions of the different exporters 
came about from the way in which the Department of Commerce had 
installed the bill-of-lading requirement. The number of licenses which 
an exporter was given initially under this procedure was based in part 
upon the number of cargo shipments he made within a certain base 
period; in fact, an exporter was given a license for all of the cargo 
shipments he made within that base period. But, in addition, each 
exporter was given new licenses in exchange for such a backlog of 
valid unused licenses which he may have accumulated during the 
previous 6 months when licenses were issued rather freely. The result 
was that at least one of the exporters, Luria, was in a relatively com- 
fortable position as to the number of cargoes it might load and ship 
within a short period. One of its competitors who seemed to be pretty 
well informed on such matters, told the committee that Luria had 
somewhere between 25 and 30 licenses at any one time.” 

In view of the similarity of this system to the so-called “grand- 
father clause” feature of the wartime licensing and allocation systems, 
which have caused difficulties in the past, it should be noted that the 
Department of Commerce had made it understood that the cargo-by- 
cargo feature of this licensing system was not intended to fix or restrict 
particular shares of the market to the individual exporters. Further- 
more, the exporters testified that prior to the August experience with 
the Japanese orders, the system had not in fact restricted their indi- 
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vidual volumes of business, but, rather, that the system had allowed 
them sufficient latitude to obtain licenses for whatever quantities they 
succeeded in getting orders to supply. All the exporter had to do 
was to load and dispatch one cargo carrier, present the bill of lading 
to the Department of Commerce, and immediately acquire a new 
license to ship another cargo. The speed with which a cargo could 
be loaded weak be varied, although obviously a company whose export 
tonnages were quite large would need to load several boats simul- 
taneously and would, therefore, need several simultaneous licenses. 
When negotiations over the “fourth-quarter” Japanese business arose, 
however, the system did prove to place a restriction on the opportuni- 
ties of Luria’s competitors. At least the system restricted these com- 
petitors in the test of ¢who could obtain the licenses,” which was, of 
course, intimately associated, in the buyer’s mind, with the question 
whether anyone could obtain licenses for tonnages in excess of Japan’s 
indicated quota for the year. 

Several of these competitors testified that the Japanese buyers were 
willing to discuss the possibility of placing large orders with them if 
assurances were given that these quantities could be promptly sup- 
plied. And it was in these terms that the Japanese asked “Can you 
obtain the licenses?” The prompt reaction of these exporters, accord- 
ing to testimony, was to communicate with the Department of Com- 
merce and inquire whether or not they could obtain additional licenses, 
and they were told that they could not. 

Luria, on the other hand, was in a more fortuitous situation. In the 
first place, the number of bills of lading in its “revolving fund” to 
cover shipments to the Community countries placed it in an extremely 
comfortable position with reference to its shipments to those countries. 
Furthermore, its shipments to the Community countries in the first 
half of the year had been at a higher rate than could be sustained in 
view of the “Community’s” agreed-upon tonnage limitation for the 
year. Luria had, then, a larger surplus of bills of lading covering 
shipments to Europe, which it apparently expected to be able to turn 
in to the Department of Commerce in exchange for licenses for ship- 
ments to Japan, in which event it would be able to ship the entire 
Seas aaEtSF requirement” to Japan promptly, as the Japanese 
wished. 

When the time for Luria to make the fourth-quarter shipments 
arrived, however, it did not prove necessary for the Department of 
Commerce to decide whether it would issue Luria licenses for ship- 
ments to Japan in exchange for European bills of lading. As the 
Department had received a protest from some of Luria’s competi- 
tors in the Japanese market concerning the “grandfather clause” 
impact of the licensing procedure, the Department now modified the 
licensing procedure. Effective September 13, 1957, the Department 
removed the requirement for turning in a bill of lading and announced 
that licenses would be issued upon the exporter’s showing that he 
has a “valid order” from a foreign buyer covering the tonnages for 
which a license is being requested." In its next step, the Department 
interpreted Luria’s “conditional” contract with the Japanese as a 
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“valid order” and issued Luria licenses to ship the quantities in ques- 
tion, these which were not only quantities in excess of the Japanese 
quota, but quantities which Luria’s competitors could not sell by reason 
of the fact that neither they nor the Japanese buyer expected that they 
could obtain the licenses necessary to consummate the sale.’? 

These events set off quite a disturbance, in a quiet way, in the select 
channels of export trade. Before the year closed, the European Coal 
and Steel Community, which had assured the State Department that 
it would abide by its limit of 1,980,000 tons for 1956,* revised its pro- 
gram. Although its shipments had declined to a low 97,500 tons in 
November, OCCF came back into the market and succeeded in having 
224,500 tons shipped in the final month of the year, a total of 200,000 
tons in excess of its agreed-upon limit for that year. 


Summary considerations on Government controls over business 


Without respect to the question whether the decision to limit exports 
of scrap in 1956 was in the best public interest, the methods chosen to 
carry out the decision were disturbing to several members of the com- 
mittee. As the committee’s chairman put the matter to Secretary 
Weeks: 


You do not emphatically deny that there is not some kind 
of agreement, some sort of a conversational understanding, or 
some sort of rough agreement or estimate, such as Mr. Me- 
Clellan referred to, which you expect these countries to abide 
by. Ifthere is any such agreement as that, although it is not 
definite—if there is something that you are generally shoot- 
ing at as a goal and certain people know it and others do not 
know it, those who do not know it would be placed at a 
disadvantage."* 


Assistant Secretary McClellan said that he believed the 1956 agree- 
ments were stot known by everyone in the steel business,” * 
and, on further questioning, expanded his belief to cover everybody 
in the scrap business. Four days later, however, the president of the 
National Federation of Independent Scrap Yard Dealers, who was 
himself a scrapyard dealer and also a regional official of the Scrap Iron 
and Steel Institute, told the committee that the first he had heard 
of any voluntary limitations was when he heard the Assistant Secre- 
tary’s testimony. 

No official announcement was made, at least not in the United 
States, that any agreements had been made to limit scrap exports, 
or even that efforts were being made to achieve this effect." 

It could be added that prior to the committee hearings the public 
had not been made privy to the fact that the Department of Commerce 
was then in the process of working out voluntary limitations for 
the year 1957, although there may em been a hint of the fact in 
the Department’s press release of May 6, 1957, which announced 


22 Thid. 
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the “interim” embargo. This release referred to “discussions” then 
taking place with certain of the foreign buyers, adding: 


These discussions are for the purpose of conserving United 
States steel scrap resources and to provide equitable distribu- 
tion among foreign users.” 


There were several unfortunate results of the peculiar, roundabout 
way in which the Department of Commerce oe sought to limit ex- 
ports. One result was that these hidden or half-hidden agreements 
between the Department of Commerce and foreign buyers created 
suspicion among some members of the industry, and perhaps among 
the foreign buyers as well, that the executive department tended to side 
with the steel industry, and with Luria, against the independent scrap 
dealers and brokers. Certainly the fact that the 1956 action had been 
taken without the scrap industry’s knowledge tended to deny this in- 
dustry the opportunity of making its protests through the usual 
channels of industry and Government. 

One wholesome outgrowth of the committee’s investigation was, 
therefore, that the Department of Commerce agreed that what- 
ever export limitation might be decided upon in future periods would 
be openly announced and, furthermore, that the Department would 
enforce the limitation rather than relying upon either private cartels 
or foreign government for enforcement. 

On June 18, 1957, the Department publicly announced the new 
quotas for 1958 (applicable to Japan, the United Kingdom, and the 
Community countries). These were in general 13 percent higher 
than the tonnages which had been exported to these areas in the pre- 
vious year. The scramble in the market which had developed prior 
to the embargo was relieved and, after the decline in steel production 
beginning in the fall of 1957, the year ended with scrap in “surplus” 
supply. Similarly, with United States steel production at 50 to 60 
percent of capacity during most of 1958, the scrap industry has been 
in what some of its members call a “depression.” 

The fact that iron and steel scrap is presently in anything but 
tight supply does not, of course, eliminate the possibility of “short- 
age” sonditiins arising again in the future. Nor does it eliminate 
the need for considering, for the long term, what actions are ap- 
propriate for the Government to take, if any. 

Some of the dealers and brokers, and perhaps some members of 
the steel industry, would have liked for the committee to make a 
determination whether or not there was a shortage at the time when 
exports were being limited. Members of the scrap industry asked, 
more especially that the committee determine whether or not the 
Battelle report is correct in finding a “potential shortage” of the 
heavy-melting grades in the years ahead. On careful examination of 
these questions, however, it becomes evident that there is no objective 
way for determining whether or not a shortage exists, or whether or 
not there is a “potential shortage” for the future. Certainly, the 
country’s store of metallics in the form of scrap, and in the form 
of items which will someday become scrap, is not limitless. But, for 
that matter, neither are the country’s stores of iron ore, coal, or any 
other resource. 


170. S. Department of Commerce press release, G-797 May 6, 1957. 
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Clearly, the steps which have been taken since the end of the 
Korean hostilities to limit exports of ferrous scrap to friendly coun- 
tries have not been aimed at preserving a supply of ferrous metallics 
within the United States. Iron ore, pig iron, new steel, and new 
peernate of iron and steel have all been exported freely, and there 
1as been no serious proposal to limit exports of ferrous metallics 
in these forms. 

The question of “shortage” is, then, as some of the dealers have 
implied, a question of price. In the short run, it is a question of 
the prices of scrap relative to the prevailing prices of alternative 
materials. In the longer run, it is a question of how the price of 
scrap relates to the prices of alternative materials, including the price 
of new capital goods necessary to produce the alternative materials— 
assuming, of course, that the alternative materials are not under mo- 
nopoly control. 

The so-called scrap reservoir consists of all the items of iron and 
steel which have been produced in the past and not yet “scrapped” 
because of obsolescence, breakage, et cetera. The reservoir functions 
as a revolving fund; the metal items in it are melted over and over 
again, after varying intervals, and, apparently, with relatively little 
loss or dissipation of the metal content. The Battelle report has, 
however, found a changing composition of the items in the reservoir. 
The trend of recent years has Sone that relatively more of the new 
steel is used in light forms, such as eventually come back to make 
scrap “bundles,” and relatively less of the new steel goes into heavy 
forms, such as eventually make up the heavy-melting grades of scrap. 
There seems no reason to challenge this mays 4 If it is correct, it 
simply means that, in the future, supplies of the heavier grades of 
scrap will be less plentiful than supplies of the lighter grades, and 
it seems no more correct to predict a “potential shortage” of the 
heavy grades than to predict a “potential surplus” of the lighter 
grades. In any case, a freely working price mechanism should be 
expected to adjust demand for the two. 

Here it should be explained that the Department’s temporary em- 
bargo, as well as all of its other efforts to limit scrap exports, have ap- 
plied only to the heavy-melting grades of steel scrap—specifically the 
Nos. 1 and 2 heavy-melting grades. These are the premium grades 
which are much preferred by the mills at home and, both for technical 
reasons and reasons of economy and ocean-freight costs, they are the 
grades almost exclusively sought by the steel mills of Europe and 
Japan. Thus, the practical effect of limiting or embargoing exports 
of these grades is to limit or embargo all exports. 

While both the tonnage figures involved in the voluntary agreements 
of 1956 and in the Department’s announced quotas in 1957 applied to 
all grades of scrap, actually, the Department has encouraged exports 
of “bundles,” which are pressings consisting of light grades of steel 
scrap, as a kind of unwanted alternative to meet the Japanese and 
European mills’ demands for the heavy-melting grades. Indeed, by 
1956 it had become a common practice for sales contracts with the for- 
eign buyers to call for quantities consisting of one-third bundles and 
one-third each of Nos. 1 and 2 heavy melting. The Assistant Secre- 
tary of Commerce testified, however, that the Department had had 
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no part in working out such “tie-in sales,” but that these ratios had 
been worked out by the scrap industry."® 

Turning to the declared public'policy expressed in the Export Con- 
trol Act, which speaks of limiting exports to “prevent inflation,” it 
goes without saying that the sharp increases in scrap prices in 1955 
and 1956 must have had an appreciable effect on other prices. But 
even this question of whether the exports of scrap were inflationary 
is not a simple one. What would have been the effects of the alterna- 
tives to allowing the steel industries of Japan and Europe to have large 
quantities of scrap? What would have been the effects of an addi- 
tional drain on the supplies of iron ore, pig iron, and coal from 
the United States and other parts of the Western Hemisphere? 
What would have been the effects of additional exports of manu- 
factured products of iron and steel? How, in short, would our 
financial and other commitments to foster economic recovery in these 
countries have been affected if less scrap had been exported? It has 
not been possible for the committee to make judgments on these broad 
questions, such as the Council on Foreign Economic Policy may be 
expected to have. But it is generally known that price stability at 
home has been tied in many ways to general economic recovery in 
Europe and Japan. And it is also known that a variety of both 
public and private commitments exists which hinge directly upon 
the steel industries of those countries. 

For example, the United States Government has outstanding a $100 
million loan to the European Coal and Steel Community—a loan made 
in 1954 for the purpose of assisting the steel industries of the Commu- 
nity countries to modernize and expand.’ Certainly this suggests 
that steel production in those countries is a matter of no small impor- 
tance to the United States. 

And to take another example, the United States Government has 
made a $20 million loan to India, with a much larger commitment ex- 
pected to follow, for the purpose of developing iron ore in that country 
to be used in supplying the steel industry of Japan. And this is only 
one of many steps which the United States Government has taken to 
assist the Japanese steel industry to develop sources of basic metallics 
and thus decrease its long-term dependence upon United States scrap. 

To illustrate again, during the recent years when Japan’s steel mills 
were most critically in need of scrap supplies, the shipyards of Japan 
were loaded and overflowing with oil tankers, ore carriers, and other 
cargo vessels abuilding, on orders from United States companies. 
Thus it could be asked to what extent would getting these into opera- 
tion dampen inflationary influences in the United States? 

Independent scrap dealers and brokers have made the point that 
the scrap “shortages” of which the small steel producers and foundries 
have complained are really no more than a price squeeze. In a broad 
sense this is true. Since scrap is an alternative to new metallics, 
it would be as fair to say that the shortage has been one of pig iron and 
steel as to say it has been in scrap. And since the price of scrap has 
not exceeded, or even equaled, the price of new materials, it might be 
even fairer to say that the shortage has been in the new metallics. 





18 Hearings, pt. I, p. 12. 
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On the other hand, representatives of small foundries have pointed 
out that many of the products which they make must be sold in com- 
petition with the same products produced by the integrated steel com- 
panies. Similarly, the semi-integrated steel companies for which scrap 
is an essential material must also sell their products in competition 
with the integrated steel companies. The practical facts of the matter 
are, then, that a price squeeze on these foundries and semi-integrated 
steel producers could well put them out of business or substantially 
weaken their competitive positions. It does not follow, furthermore, 
that these producers are carrying on uneconomic operations for which 
the scrap industry is asked to pay a subsidy. On the contrary, it would 
appear that over the longer stretch of years, with average price rela- 
tionships prevailing, these operations are both efficient and provide 
the scrap industry with an important market. Should they be squeezed 
out or substantially weakened by temporary price squeezes, the results 
could be that the scrap industry would lose important outlets for its 
scrap in periods when such outlets are sorely needed. The results 
could also be an increase in the buyers’ control over scrap markets 
about which independent scrap dealers and brokers have complained. 

It does not sitkott: however, that restricting the scrap industry’s 
export markets is the only method, or even the best method, of meeting 
the problems which have been cited as justifying this action. The 
Assistant Secretary of Commerce explained that the “problem” was 
to safeguard scrap supplies for the domestic consumers for whom 
scrap is essential, namely, the foundry and semi-integrated steel com- 
panies. Yet, unless “voluntary agreements” were made with domes- 
tic consumers and not reported, the Department’s actions in limiting 
the scrap industry’s exports have not been accompanied by any step 
to safeguard scrap for these consumers. True, the foundries and semi- 
integrated steel producers may have benefited from the general 
increase in supplies resulting from limiting exports, along with the 
integrated steel companies, but there is no assurance of this. The 
integrated steel companies take at least two-thirds of the scrap supply 
when supplies are easy, and it would seem to be capable of taking 
even more when supplies are tight. Curtailing the scrap industry’s 
total market for the purpose of channeling more scrap to the small 
consumers for whom scrap is essential seems much like damming the 
river to obtain an additional cup of water for the minnows. 

Surely, too, a decision to have Government intervention at all should 
carry with it some obligation to choose the methods of intervention 
which best meet the problems that are thought to justify it, without 
causing a wholesale disturbance in other eat relationships. 
If it is appropriate for the Government to take action to limit the 
scrap industry’s sales, why is it not equally appropriate for the Govy- 
ernment to take actions to limit i canted by domestic users who do 
not particularly need the materials? Would not a less disturbing and 
more equitable result be reached, for example, by making specific 
allocations or setasides of scrap for those consumers for whom scrap 
isessential? Since this is a matter of a price squeeze on certain classes 
of consumers, why, again, would it be inappropriate to consider direct 
subsidies to those consumers? Surely a general curtailment of the 
scrap industry’s market is in effect a general tax on the scrap industry 
and a general subsidy to all domestic scrap consumers. 











130 FINAL REPORT ON SMALL BUSINESS 


To illustrate again, why would a two-price system be inappropri- 
ate? ‘The integrated steel companies have operated a two-price sys- 
tem at times when they wished to bring in scrap from remote parts 
of the country without raising prices to dealers in their areas; so why 
is Government intervention in the scrap industry’s prices appropriate 
and intervention in the domestic consumer’s prices inappropriate ¢ 

These questions are only suggestive. The point is that, should the 
occasion again arise for intervention, then a variety of methods can 
be made available from which to choose that which best meets the 
problems which make intervention necessary. True, adoption of such 
methods may require public discussion and perhaps new legal au- 
thority ; but, as a normal matter, it should be expected that public dis- 
cussion of the problems and open announcements of the steps which 
are proposed to be taken will best protect the rights and interests of 
all parties and bring about the most acceptable solution to the prob- 
lems. It might be added, however, that in view of the steps which 
have been taken to eliminate foreign markets for scrap permanently, 
it does not seem too likely that the occasion for limiting exports of these 
materials will arise again. 


Complaints of private monopoly controls 

As has been indicated, a number of independent dealers, brokers, 
and exporters expressed other complaints to the committee, with 
strong conviction and considerable persuasiveness. 

One complaint was to the effect that there has been a recent tend- 
ency for the large consumers of scrap, both here and abroad, to adopt 
the practice of purchasing their respective scrap requirements on an 
exclusive or near-exclusive basis through a single firm—Luria Bros. & 
Co., Inc. Some of the largest domestic mills had adopted this prac- 
tice, it was said, and were showing a steadfast preference for pur- 
chasing through Luria, even when the scrap being purchased was of- 
fered them on more favorable terms by brokers with whom these mills 
formerly dealt without discrimination, 

Similar complaints were made about the purchasing practices of the 
OCCF, the central scrap-buying agency for the European Coal and 
Steel Community, and the buying agencies for the Japanese steel in- 
dustry. It was said that at different times in 1954, shortly after export 
controls were relaxed, both of these purchasing cartels had entered 
into contracts with Luria, and certain of its partners, to supply all of 
these buyers’ requirements of scrap. These contracts became sub- 
jects of vigorous protests by other members of the United States scrap 
industry, which protests the State Department conveyed to the buyer 
countries. As a result, when these contracts expired and new ones 
were made, the 100 percent exclusive arrangments were dropped. 
Nevertheless, it was said that these purchasing cartels had continued 
to favor Luria with a lion’s share of the business. Furthermore, some 
of the smaller brokers and exporters reported that their experiences 
in trying to make sales to these cartels at prices more favorable than 
they were paying Luria were quite similar to their experiences in 
trying to sell the United States steel companies who were purchasing 
from Luria. 

The committee heard extensive testimony on many facets of these 
complaints from a number of independent dealers, brokers, and ex- 
porters. The testimony left no doubt that these exclusive or near-ex- 
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clusive buying practices did in fact exist, although the reasons for the 
practices and the effects of the practices were subject to varied inter- 
pretations. 

The emergence of these exclusive and near-exclusive arrangements 
with Luria, both on the part of the Japanese and the Community steel 
industries and the principal domestic steel companies, had led inevi- 
tably to the suspicion that both the foreign and domestic steel indus- 
tries had seen in this arrangement mutual advantages to themselves, 
gained at the expense of the independent scrap dealers and Luria’s 
competitor exporters—the principal advantage being that of limit- 
ing competition in the buying of scrap and thus keeping prices down. 
An added mutual advantage, as the independent scrap dealers saw it, 
was that with Luria in a monopoly buying position, the domestic 
mills having exclusive supply arrangements with Luria could count 
on this firm to withdraw scrap for export in ways which would not 
disturb supplies in their areas, and the foreign mills could likewise 
count on tate in this respect, so as to minimize the domestic steel 
industry’s pressures on the Government to limit exports of scrap. 

The ritchie for scrap in the United States, it has been pointed out, 
is not a national market but rather a series of regional markets. To a 
certain extent the most favorable market for a dealer’s scrap may shift 
from one steel-producing center to another, with changes in the price 
being paid at one center relative to that of another, but for the most 
part the production centers where a particular dealer may find the 
most favorable price for his scrap are limited if not fixed. Conse- 
quently, the emergence of an exclusive broker for any one of the large 
mills tends to give the scrapyard dealers in that area a feeling that they 
are at the mercy of a single buyer. And, of course, the competing 
brokers formerly operating in the area are not pleased to be foreclosed 
from doing business with the mills in question. 

In addition, the independent scrapyard dealers and brokers made 
complaints concerning a number of Luria’s trade practices, which 
were alleged to have been of a monopolistic or unfair nature. Luria’s 
acquisition and merger of scrapyard-operating companies, as well as its 
entry into the dealer phase of the business in some areas by the creation 
of new yards, were also disturbing factors to many of the independent 
yard operators. 

Many or all of the practices and conditions in the domestic market 
about which the committee heard complaints are the subject of a Fed- 
eral Trade Commission complaint, which was issued in January 1954, 
then pending. Though one of the complaints concerned the long 
pendency of the FTC proceedings, the FTC complaint is still pending 
and the committee has attempted to make no findings concerning the 
domestic phase of the scrap business. Rather, although it is recog- 
nized that the problems in both the domestic and foreign markets may 
be interrelate . the committee has centered its attention on the latter. 
Complaints concerning practices and conditions in foreign markets 
have seemed a matter more appropriately studied by a committee of 
Congress, as has the question of United States export policies and 
programs. 

Indeed, it is doubtful whether the scrap industry’s complaints con- 
cerning the purchasing practices in foreign markets are susceptible of 
remedy under the legal powers available to the Federal Trade Commis- 
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sion. On the other hand, conditions abroad which adversely affect 
United States business interests are in some degree susceptible to cor- 
rection by negotiation through our State Department. _ 

There is long, historic precedent in our national policy of using the 
good offices of the United States Government to encourage adoption of 
private competitive enterprise in foreign countries, as well as to dis- 
courage monopolistic restrictions in foreign countries which adversely 
affect competition among American companies, either at home or 


abroad. In addition, this policy is specifically declared in the Mutual 
Security Act, which reads in part— 


* * * it is declared to be the policy of the United States to 
encourage the efforts of other free nations to increase the flow 
of international trade, to foster private initiative and compe- 
tition, to discourage monopolistic practices * * * 


It might be added that in view of this country’s heavy involvement 
in the economic affairs of Europe and Japan during recent years, rep- 
resentations by our Government concerning matters which affect par- 
ticular interests at home are given great weight in these countries, 
especially when the representations have the backing of a powerful 
industry such as the United States steel industry. 

The scrap-purchasing cartels complained about are, in both 
instances, private organizations of the steel industries of the respec- 
tive countries, and the executives of those cartels are reported to be 
chosen by the steel industries whom they represent. On the other 
hand, these cartels enjoy at least a semiofficial status, being either 
licensed by or operating on some delegation of authority of the gov- 
ernments of the countries involved. In the case of Japan, there are 
actually three cartels licensed by the Japanese Government and repre- 
senting different segments of the Japanese steel industry. These are 
reported to be closely coordinated, however, and 1 of the 3 is the princi- 
pal purchaser. In the case of the central scrap-purchasing agency for 
the Community countries, this, too, appears to have at least a semi- 
official status. 

In summary, it may be said that both industry witnesses and the 
Government officials gave the committee descriptions of practices on 
the part of these cartels which are not fully explainable in terms of 
behavior normally expected of buyers, which is to make purchases at 
the lowest prices offered from whatever sources they are offered. 

Following the State Department’s protest concerning the exclusive 
feature of the Japanese contract, the Japanese ceytel expanded its 
“cartel list” to six United States exporters from whom it will entertain 
offers of scrap. This action has not, however, been one to make the 
Japanese market freely competitive and open with all segments of the 
American trade. The lion’s share of the business still goes to Luria, 
and the other five exporters who are now permitted to make offers 
manifestly were not chosen solely on the basis of whether they are the 
exporters who might satisfactorily deliver the desired quantities of 
scrap and, possibly, at the lowest prices. On the contrary, considera- 
tions as to the areas of the United States from which these five 
exporters draw their scrap seem to have figured prominently in their 
being chosen. No 2 of the 6 exporters compete in purchasing United 
States scrap in the same areas of the country, with certain exceptions 
where Luria’s operations overlap those of one or more of the other 
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exporters. Other exporters testified that they had regularly made 
sales in the Japanese market prior to World War Il—as well as in the 
post-Korean period prior to the exclusive contract with the Luria 
group—but under the recent cartel-list arrangement have been unable 
to persuade the Japanese to accept offers from them. 

The committee was given a quite similar picture of the practices 
of the purchasing agency for the Community countries. The initial 
contract entered into by this agency in 1954 was a joint contract with 
Luria and two smaller exporters operating in partnership with Luria. 
The contract called for the Luria group to supply all the Community’s 
requirements of scrap from the United States on an “as ordered” basis. 
Furthermore, the contract provided that the price paid by the OCCF 
would be the price paid by Luria, plus costs, plus a fixed profit of $2 
per ton. Clearly this was an “agency contract”, not a purchasing 
method aimed at obtaining the best prices prevailing on the market. 

Following the removal of the “exclusive” written contract, the 
purchasing arrangement of the OCCF continued substantially un- 
changed. Several exporters testified, furthermore, that they had ac- 
tively sought to obtain orders from the OCCF at terms considerably 
more favorable to that buyer than the Luria terms. One of these 
exporters representing quite a substantial firm doing a large business 
in importing other materials from Europe testified that he had offered 
the OCCF the grades of scrap which it was buying from Luria on 
terms which would have saved the OCCF $30,000 nag cargo. This 
witness further computed that such a savings to the OCCF on its 
total annual purchases would amount to approximately $6 million 
a year.” 


Efforts to remove restrictive practices in the European and Japanese 
markets 

The European Coal and Steel Community is itself an official or- 
ganization. It draws its authority from a treaty entered into by the 
governments of the six member countries and is, in effect, a supra- 
national government so far as the coal and steel industries of these 
countries are concerned. It is governed by the High Authority, which 
is itself an official body. 

It may be pertinent to note, moreover, that the treaty establishing 
the European Coal and Steel Community contains antitrust articles 
which were originally hailed as stops—revolutionary in Europe—to 
prevent monopolistic practices and cartel arrangements. 

These articles have been interpreted, however, as permitting an 
exception in the case of cartels to make purchases of materials from 
nonmember countries. In any case, in the spring of 1953, the High 
Authority established the OCCF (Office Commun des Consommateurs 
de Ferraille), or the Joint Office of Scrap Consumers. Among the 
principal functions of the OCCF are to act as a central purchasing 
agent for scrap obtained from the United States and to schedule 
delivery of the scrap to the mills where it is needed. 

One of the unique features of the program worked out to cope with 
the scrap problem has been a “price equalization” system operated by 
the OCCF to equalize scrap costs to the various steel producers of the 
Community countries. United States scrap has been allocated among 
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these producers, and as the cost of United States scrap delivered to 
Europe has been substantially higher than prevailing prices for local 
scrap in the Community countries, a major purpose of the equaliza- 
tion system was to equalize the costs of the two. To accomplish this 
purpose, the system imposed a tax, or a levy, on producers purchasing 
local scrap—recently amounting to $3.50 per ton—which was paid 
into an “equalization fund” from which payments were made to com- 
pensate producers as necessary to equalize the scrap costs of all. 

According to the testimony of the Assistant Secretary of State for 
Economic Affairs, there had already been, before the committee’s in- 
vestigation, a long history of concern with the OCCF purchasing 
methods. 

In July of 1954, the OCCF entered into a joint contract with Luria 
and two smaller dealers™ to supply all of OCCF’s requirements of 
scrap from the United States and certain other countries of the Western 
Hemisphere. This contract related initially only to No. 1 and No. 2 
heavy-melting grades of steel scrap—the grades most in demand— 
but provided also for purchases of any other grades by mutual agree- 
ment. The effect of the contract was to give the Luria group an exclu- 
sive on both the heavy-melting and any other grades of scrap which 
might move into the OCCF countries from the United States. Under 
this contract, quantities were to be determined by specific orders placed 
with the OCCF, and the price was to be the price paid by Luria or the 
Iron Age composite price, whichever was lower, plus the costs of load- 
ing, freight, and insurance, plus, in addition, a profit to the Luria 
group of $2 per gross ton. 

Very shortly after the contract was executed, it was modified to 
provide that the price would be computed on the basis of Luria’s costs 
in any case, rather than on the Iron Age index. Further, the contract 
was modified to include Canada as one of Luria’s exclusive areas. 

This exclusive arrangement with Luria was soon the subject of pro- 
tests by other members of the scrap industry. Following the State 
Department’s representations to the High Authority concerning 
these protests, the contract was allowed to expire at the end of 1955, 
at which time the High Authority announced that in the future the 
OCCF would not enter into any commitments involving exclusive pur- 
chasing arrangements or bearing on a fixed percentage of community 
requirements. 

Although there were no longer any written, exclusive arrangements, 
the OCCF continued to place substantially all of its business with the 
Luria group, as before. The complaints from other members of the 
scrap industry continued, and the State Department made other repre- 
sentation to the High Authority, but without notable effect. At the 
conclusion of the committee’s first week of hearings, the chairman 
directed that a transcript of the hearing be sent to the Secretary of 
State for appropriate consideration by the Department. The State 
Department, in turn, transmitted the transcript of the hearings to the 
High Authority. Subsequently, during the committee’s second series 
of feavings in the latter part of June, the High Authority responded 
with an aide memoire to the State Department stating that it was 
undertaking an investigation of the matters complained of by the 
United States scrap dealers, but that, in any case, it had undertaken 
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to formulate “detailed criteria and procedures to be followed by the 
OCCF in purchasing scrap in the United States.” These procedures, 
according to the High Authority, would be designed to eliminate any 
discriminatory or restrictive practices, and furthermore, they would 
be enforced by the High Authority itself. More specifically, the High 
Authority’s statement on these points was as follows: 


In spite of the elimination of these exclusive arrangements, 
it has now come to the attention of the High Authority that, 
in testimony before the Small Business Committee of the 
United States House of Representatives, certain United 
States scrap dealers have charged that the buying practices 
of the OCCF continue to discriminate against them in favor 
of the group of American scrap dealers with whom the OCCF 
previously had exclusive arrangements. The High Author- 
ity is undertaking a thorough investigation to ascertain the 
facts as to the validity of these charges. Whether or not 
these charges prove to be well founded, however, the High 
Authority has decided that steps should be taken to avoid any 
possibility of misunderstanding, either in the United States 
or the Community, of the policies of the High Authority or 
of its determination to enforce those policies. It has, there- 
fore, also undertaken to formulate detailed criteria and pro- 
cedures to be followed by the OCCF in purchasing scrap in 
the United States. These criteria and procedures will be 
designed to eliminate any discriminatory or restrictive prac- 
tices or any practices in any other way contrary to the pur- 
poses of the Cotmeteds ‘ 

It is contemplated that the formulation of these criteria 
and procedures, together with control arrangements neces- 
sary to assure that they will be followed, will be completed 
and adopted after consideration at the next meeting of the 
OCCF. When adopted these arrangements will be made 
available to the State Department and enforced by the High 
Authority.” 


Finally, in July the State Department transmitted to the committee 
a copy of a communique from the High Authority setting out the 
standards for the new purchasing procedure which the OCCF was 
to follow. These standards stated that— 


all scrap dealers of the United States shall be entitled to 
make offers under the same conditions— 


and— 


that when examining the offers the OCCF will take into 
account (@) prices and other conditions relating to prices, 
(6) compatability and regularity of quality, (c) date of de- 
livery, and (d) dependability and regularity of shipment. 
It now appeared that the new OCCF purchasing method would 
mean that all United States firms would have an opportunity to com- 


pete on a nondiscriminatory basis for such portions of the OCCF 
business as they might reasonably handle. 


@ Hearings, pt. II, p. 400. 
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In October the OCCF published in American newspapers a call 
for offers to supply ferrous scrap for Community steel producers. 
This call for bids was opened to all established United States sup- 
pliers, and it was for shipments in the first 6 months of 1958. All bids 
were to be received by November 20. 

At the end of March 1958 the committee received from the Depart- 
ment of State official notification as to the outcome of the bidding. 

In brief, the OCCF had found that the Luria group had made 
“the best offer for the entire needed amount and from all United 
States ports.” The State Department’s analysis was that “apparently 
the OCCF did not consider any other factor than price in arriving at 
this conclusion.” With further reference to the other bids, the 
Department stated that they showed “a wide variation in prices 
quoted and 10 bids were eliminated because prices were completely 
out of line.” 

Thus it would seem that though Luria still got the OCCF business, 
the competitive bid method has produced a far different result from 
that complained of by some of the other exporters who testified that 
under the previous arrangements the OCCF was giving Luria the 
business at premium prices and rejecting their own offers of lower 
prices. Ifthe other exporters continue to have a fair and equal chance 
to compete for the OCCF business, or such reasonable portion of the 
business as they could handle, then they will have all that any ex- 
porter or dealer has asked for in that market. 

It should be noted, furthermore, that in the final analysis some of the 
exporters received more than they had asked for. After the bids 
were opened, the OCCF suggested that certain of the bidders be given 
an opportunity to meet the Luria group’s offer, for limited quantities, 
provided that Luria would accept a waiver in these cases. The Luria 
group did agree to certain waivers, with the result that four other 
firms were awarded portions of the business. The Luria group was 
awarded 85 percent of the business. 

In the meanwhile the “discussions” between officials of our Govern- 
ment and the three major “foreign takers” of scrap on the subject of 
converting and expanding the steel industries of those countries to 
produce and use more new metal appear to have met with considerable 
success. These discussions, which the Secretary of Commerce told the 
committee in May of 1957 had then been in progress for a year and a 
half, have been, according to the Assistant Secretary’s testimony— 


in an effort to persuade these governments to take steps at 
home to reduce their countries’ reliance on steel scrap imports 
from the United States.” 


Thus, at the end of 1957, the Department of Commerce issued a press 
release announcing that there would be no quantity restrictions on ex- 
ports of scrap in the first quarter of 1958, saying that foreign demand 
for scrap was expected to be lower in 1958 than in 1957. The press 
release added : 


This development is in accordance with discussions held with 
major importers of United States scrap early in 1957 with a 


73 Hearings, pt. I, p. 5. 








FINAL REPORT ON SMALL BUSINESS ae 


view to decreasing their long-term dependence on the United 
States for heavy-melting grades. 


Again, in March of 1958, the Department of Commerce announced 
that exports of iron and steel scrap for the remainder of 1958 would 
be exported without quantitative limitations. It was stated that this 
policy could be maintained “because of ample supplies of iron and 
steel scrap for current domestic and foreign needs.” ** 

Similarly, in his testimony to the committee, the Assistant Secretary 
of State said that the Department was “hopeful that the years follow- 
ing 1957 would see a pro ressive lessening of the foreign demand for 
United States scrap.’ At that time it was expected that the com- 
munity countries would continue to have somewhat heavy demands 
through 1959. The High Authority had, however, given assurances 
that by 1960 demands for the community countries for United States 
scarp would be “negligible.” The expansion goal of the Community 
steel industry calls for a 50-percent increase in steelmaking capacity 
by 1965, but this anticipates a sufficiently larger increase in pig-iron 
production that all requirements for United States scrap will 
disappear. 

Meanwhile, the High Authority has taken several steps aimed at 
discouraging the use of scrap and encouraging expansion of coke and 
pig-iron production. Thus, in the latter part of 1957, the High 
Authority imposed a system of penalties or fines on steel-producer 
use of scrap. Beginning on August 1, 1957, steel firms that per- 
mitted their scrap consumption to rise above their consumption in a 
set reference period were required to pay a surcharge on their con- 
tribution to the Community’s scrap equalization fund. Thus, despite 
expected increases in the production of steel, the surcharge rate in the 
initial month was to be 25 percent, and was to be higher in each 
3-month period thereafter, until it reached 100 percent a year later. 
For example, by May 1, 1958, firms using more scrap than they had 
used in their reference period were required to pay double the normal 
contribution of $3.50 per ton. This system provided for some off- 
setting adjustments to take account of increases in steel production, 
and, hence, an increase in demand for metallics. But the net effect 
of the system was intended to penalize the use of scrap in any event. 

Whether or not it is more economical or better serves the interest of 
the United States to ship iron ore and coal from the Western 
Hemisphere to Europe, rather than shipping the less bulky scrap, 
is a matter which the committee has not examined. The policy of 
decreasing Europe’s long-term dependence upon United States scrap 
has been pursued with vigilance, however, and it appears from the most 
recent development in the Community countries that the market for 
United States scrap in those countries will shortly disappear alto- 
gether, even in advance of the Community’s attaining complete self- 
reliance on new metallics. 

The High Authority has recently announced that, effective Novem- 
ber 30, 1958, the scrap equalization fund will be eliminated. This 
means that the $3.50 equalization levy, which has in effect been an 
import subsidy on United States scrap, will be removed, and because 


*% Department of Commerce press release. FC 57—148, December 27, 1957. 
% U.S. Department of Commerce press release, FC 58-33, March 1958. 
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of the higher prices for United States scrap than those currently pre- 
vailing in Europe, it is anticipated that the individual European 
mills will be extremely reluctant to make further purchases of United 
States scrap—unless, of course, the price of European scrap rises, or 
the price of United States scrap falls, to the point where delivered 
costs to the European mills are approximately equalized. 

In advising the committee of this latter development, the State 
Department transmitted an analysis prepared by the United States 
Mission to the European Coal and Steel Community.” This analysis 
states that the Community’s decision to eliminate the equalization 
system “was based in part on the easier Community scrap and coke 
situation.” And it also states that the decision was based “in part on 
the difficulty of reaching agreement on any system other than the 
price-market mechanism for discouraging scrap consumption and en- 
couraging greater pig-iron production.” 

Turning now to the Japanese market, it appears that the scrap- 
buying arrangements which have developed there offer little prospect 
for open and freely competitive participation on the part of members 
of the United States industry. 

At the end of World War II, Japan went through a “decartelization 
program” and adopted a new constitution embracing democratic prin- 
ciples, including the principle of free, competitive enterprise. In more 
recent years, however, Japanese industry has been returning to cartel 
methods of doing business at home and to cartel methods of doing 
business with other countries, including the methods of purchasing 
scrap from foreign countries. 

Internal affairs concerning procurement of scrap for the Japanese 
steel industry are handled - 8 cartels, each representing different 
segments of the industry, namely, 18 of the steel manufacturers, 14 
special steel manufacturers, and 9 electric-furnace steel producers in 
the Kansai area.*’ Scrap purchases from other countries are, how- 
ever, handled by a central agency, the Japanese Coordinating Com- 
mittee. This is a committee composed of representatives of the leading 
steel mills, who appear to be delegated large authorities to deal with 
all matters pertaining to the Japanese steel industry. For example, 
when the officials of the Department of Commerce held discussions 
in Washington in 1957 concerning the proposed quotas of scrap for 
Japan in that year, the discussions were, according to the Assistant 
Secretary of State, with the representatives of the Japanese cartel.” 

Prior to the formation of the cartels, however, five of the leading 
steel mills in Japan joined together on a method for placing a joint 
contract for the United States scrap requirements, and placed the 
contract on an exclusive basis with a single United States supplier. 
This was in 1953 when relaxation of United States export controls 
was then only being anticipated. Thus, the first exclusive contract 
was placed with the Hugo Neu Corp., a large American brokerage 
firm and exporter of iron and steel scrap and other metallics. This 
contract ran for only a period of 6 months and called for the delivery 
of up to 150,000 tons of steel scrap to be delivered within the first 
6 months after the Department of Commerce started granting export 


26 See appendix, p. 223. 

** These cartels were officially licensed by the Japanese Government as of September 
1956, although they had already been functioning for some time. 
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licenses. The contract anticipated, however, that the Neu Corp. might 
bring other United States suppliers into the picture on a — basis. 
The contract provided for such an eventuality, and in the latter part 
of November 1953 the Hugo Neu Corp. was joined by Luria in a joint- 
participation arrangement to fulfill the contract. Actual shipments 
under the contract began in December of 1953 and were concluded 
in July 1954, and accounted for substantially all of the United States 
scrap exported to Japan in that period. 

By the time this contract was completed, demands for scrap, both in 
the United States and abroad, were rising rapidly, and thereafter, the 
Japanese buyers experimented with the practice of buying indiscrimi- 
nately from whatever United States exporter could meet their de- 
mands—that is, up until the negotiation of the exclusive contract with 
Luria in August of 1956. 

Negotiations concerning the exclusive contract with Luria caused 
considerable protests from the other exporters. These protests were 
made to the Department of State, among others, and the Dagar eet 
of State instructed the United States Embassy in Tokyo to look into 
the matter, but by the time the matter was looked into the contract had 
been signed. 

The considerable concern which this contract caused other United 
States exporters was not merely that Luria had received an exclusive 
contract for one quarter’s requirements. Rather, they interpreted 
this action, with some seeming justification, as portending a continuing 
exclusive supply arrangement between the Japanese cartel and Luria. 
For example, a Luria competitor in the Japanese market told the com- 
mittee that because this exclusive contract had set the pattern for 
Japan’s scrap-importing arrangements : 


After this episode our competitors were well on the way to- 
ward an almost exclusive contract for the total Japanese 
requirement. 

* * a * * * * 


It is my impression that they might have received 900,000 
tons, or a million, or possibly more, if we hadn’t gone there 
and fought them tooth and nail to see that they didn’t monop- 
olize the Japanese market in the same fashion as they have 
monopolized the market in Europe.” 


After these protests, this Japanese cartel decided against a con- 
tinuing exclusive arrangement with Luria, but nonetheless decided 
that thereafter it woul accept offers of scrap from only a limited 
number of exporters, whom it placed on its “cartel list.” Initially, 
the Japanese cartel intended to have only 4 United States exporters 
on its cartel list, but the Department of State protested these new 
purchasing arrangements, as a result of which the Japanese cartel ex- 
panded its list to 6 exporters. 

The net result of the Department of State’s representations have 
been, as the Assistant Secretary of State told the committee: 


When the scrap coordinating committee began negotiating 
contracts for 1957, the Department learned that the commit- 
tee had decided to apportion their requirements among four 


» Hearings, pt. II, p. 392. 
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United States dealers. The Embassy was again instructed 
to intercede but, although the number of dealers was raised 
to six, this intercession was unsuccessful in obtaining a resto- 
ration of competitive conditions.*° 


In 1958 the Japanese Scrap Coordinating Committee has continued 
to restrict its purchases to six United States suppliers, although be- 
cause of its reduced demand for scrap, it has allocated a lesser volume 
of businessamongthem. In the period from January through August 
1958, only 380,000 tons were licensed for export to that country. 

The House Small Business Committee inquired of the Department 
of State what progress had been made with respect to obtaining more 
competitive conditions in Japanese nee ore in this country. 
The committee was informed that the Embassy at Tokyo has repeat- 
edly urged upon the Japanese Government and the Japanese steel 
industry the views of our Government concerning restrictive buying, 
and has emphasized the long run benefits, from the Japanese sas: 
point, to be gained from competitive purchasing. It was reported that 
the Japanese steel industry fish promised to reconsider its purchasing 
program with the possibility of utilizing a larger number ob eapphians 
However, the Department added : 


There does not appear to be any great prospect that buying 
will be on an open competitive basis. 


% Op. cit., p. 392. 
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CHAPTER X. INVESTIGATION OF PRICE DISCRIMINA- 
TION IN THE DAIRY INDUSTRY 


General 


During the ist session of the 85th Congress, small-business men 
and their representatives complained to the House Small Business 
Committee that large powerful processors and distributors of dairy 
products were discriminating in prices, and in that connection mak- 
ing sales in some areas at unreasonably low prices and at levels below 
vost with the result of destroying competition. Numerous addi- 
tional complaints to that effect were received by the House Small 
Business Committee at the beginning of the second session of the 
85th Congress. The rapidity with which the distribution of dairy 
products was becoming concentrated in the hands of a few firms had 
already attracted attention. 

When the House Small Business Committee adopted its program 
for the 85th Congress on March 12, 1957, and the chairman appointed 
and designated six subcommittees to handle various aspects of that 
program, no subcommittee was designated to study and investigate 
problems stemming from the practice of price discrimination. Instead, 
the chairman announced such matters would be studied and investi- 
gated by the full committee. However, in view of the fact that a num- 
ber of complaints about the practice of price discriminations in the 
distribution of dairy products were made during December 1957 and 
urgently called for hearings at that time in Dallas, Tex., it did not 
appear to the chairman that it would be feasible for the full committee 
to travel from all parts of the country to Dallas for hearings on such 
matter during the year-end recess period. Therefore, the chairman 
appointed and designated a special investigating subcommittee to 
study and investigate the complaints relating to price discrimination 
in the distribution of dairy products. The chairman of the committee 
assumed the responsibility of the chairmanship of the special investi- 
gating subcommittee and named Representative Tom Steed, Repre- 
sentative Charles H. Brown, Representative William S. Hill, and Rep- 
resentative R. Walter Riehlman as members. 


The committee studied and considered the problem 


The first field investigation by the staff regarding this matter was 
conducted in Dallas commencing December 16, 1957. The field investi- 
gation was conducted with full cooperation from the offices of the 
attorney general of the State of Texas and the office of the district 
attorney, Dallas County. Representatives of those offices had been 
investigating complaints about the sale of dairy products at prices 
below cost and had accumulated considerable factual information on 
the subject. 

As the field investigation progressed, the chairman announced that 
the special investigating subcommittee would hold public hearings in 
Dallas commencing December 30, 1957. During the course of those 
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hearings statements were received from more than 20 witnesses, includ- 
ing representatives of not only small and independent businessmen 
who had made complaints, but also representatives of the large nation- 
wide distributors against whom complaints had been made. Testimony 
was received also from Government officials. 

Immediately following the public hearings held by the special in- 
vestigating subcommittee in Dallas, numerous complaints were received 
from small and independent processors and distributors of dairy 
products located in Midwestern States pleading that public hearings 
be held in their respective areas regarding the practice of price dis- 
crimination by large distributors of dairy products. A field investiga- 
tion was made in February 1958. It included interviews with a great 
number of businessmen engaged in the distribution of dairy products 
located and doing business throughout Kansas and Missouri. Other 
interviews were held with representatives of processors and distribu- 
tors doing business in Kentucky and Illinois. The results of these 
investigations prompted the chairman of the special investigating sub- 
committee to conclude that additional hearings should be held in Kan- 
sas City, Mo., in the early part of March 1958. However, due to the 
urgency of the matter and the pressure of other problems, the chairman 
made arrangements with Representative Tom Steed, the ranking 
majority member of the special investigating subcommittee, to assume 
the position of acting chairman of the special investigating subcom- 
mittee and to proceed with the conduct of the investigation and 
hearings. 

Public hearings were held in Kansas City, Mo., March 6-8, 1958. 
During the course of those hearings statements were received from 
more than 60 witnesses, including representatives of small and in- 
dependent processors and distributors of dairy products located and 
doing business at various locations in Missouri and Kansas, and the 
representatives of many more small and independent businessmen en- 
gaged in the sale of dairy products in Michigan. The latter included 
witnesses from Iron Mountain, Norway, Escanaba, Houghton, and 
Dollar Bay, Mich. In the meantime the chairman on February 19, 
1958, directed a questionnaire to each of a number of the leading 
nationwide processors and distributors of dairy products requesting 
information about their pricing practices in a number of widely 
scattered consuming markets throughout the United States. Infor- 
mation submitted in response to those questionnaires and additional 
testimony and affidavits from a number of witnesses were received and 
made a matter of record during and subsequent to hearings held in 
Washington, D. C., April 21-25, 1958. During the course of those 
hearings, representatives of law enforcement agencies, including the 
Department of Agriculture, Antitrust Division of the Department of 
Justice, and the Federal Trade Commission, testified regarding the 
problem, what was being done about it, and prospects for action re- 
garding the problem under existing law. 

Included in the testimony of witnesses submitted in the form of 
affidavits subsequent to the close of the hearings held:in Washington, 
D. C., April 25, 1958, and which affidavits were called to the attention 
of the Antitrust Division of the Department of Justice, were those 
presented by a number of small and independent businessmen engaged 
in business as processors and distributors of ice cream and related 
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dairy products in Oklahoma. In those statements complaints were 
made that Swift & Co. has been selling ice cream and related dairy 
products in Oklahoma at prices below cost. The charge was made 
that this has been done to eliminate competition. The Department 
of Justice was requested to give that aspect of this matter its imme- 
diate attention for the purpose of determining and taking such action 
as would be warranted under existing law. 


The committee’s report on the problem 


As a result of its investigation and study of price discrimination 
practices in the dairy industry the committee compiled a voluminous 
record of testimony and other evidence. That record presents a dis- 
turbing situation. This committee has found that the important and 
vital dairy industry is plagued by the use of unfair pricing practices, 
including the practice of price discriminaton, to such an extent that 
survival of small and independent businessmen engaged in the proc- 
essing and distribution of dairy products is threatened. Since the 
small and independent processors and distributors provide a sub- 
stantial amount of competition in the sale of dairy products, their 
survival is required to insure a continuation of competition in that 
industry. 

The committee concluded that: 

1. Much of the competition provided by small and independent 
processors and distributors of dairy products has stemmed from 
the low nondiscriminatory prices at which they made their sales 
reflecting efficiency and economy in operations, such as, for ex- 
ample, the sale of milk in glass gallon jugs and in the operation 
of small family-owned plants, where close strict supervision of 
the operations was applied. 

2. A small increase in the sales activity by any small processor 
or distributor of dairy products has brought a quick response 
from large competing distributors, usually in the form of drastic 
price reductions in the particular locality involved. 

3. In a number of instances where large competitors sought 
to combat the price competition of small and independent proc- 
essors and distributors of dairy products, the large distributors 
lowered their prices to levels below cost in particular localities, 
while at the same time maintaining much higher prices in other 
localities. 

4. It has been from the higher of the discriminatory prices 
charged and collected by the large distributors that they have 
been able to secure revenue sufficient to more than offset the 
losses incurred through the sale of dairy products in any par- 
ticular locality at prices below cost. 

5. Almost all of the small and independent processors and dis- 
tributors do only a limited business and usually confine it to a 
particular locality and are, therefore, in no position to engage 
in the practice of price discrimination between areas as their 
large competitiors have done. 

6. In some areas the large processors and distributors of dairy 
products have engaged in price discrimination and in making 
sales apparently below cost with no showing that it was done to 
meet an equally low price of a competitor in a given market. 
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7. A competitive practice used by large processors and distribu- 
tors of dairy products has been the making of arrangements with 
retail store operators to reduce the amount of display space to 
be made available in the retail stores to small and independent 
processors and distributors. Sometimes this has included the 
granting of rent-free refrigeration cabinets, cash financing, and 
other items contributing to the promotion of exclusive dealing in 
the products of large distributors. 

8. Unless change in these practices and conditions is effected, 
the end result is obvious. There will be fewer processors and dis- 
tributors of dairy products. That is the present trend. Present 
unfair practices including price discriminations may be expected 
to accelerate that trend. Therefore, even in a growing economy, 
a larger volume of business will be concentrated in the hands of 
fewer parties. A trend to such a result is contrary to the public 
interest and the public policy against monopoly and monopolistic 
practices. 

9. Positive action should be taken by all branches of the Govern- 
ment to alleviate and, if possible, remedy this situation. 


These conclusions led to the recommendations that— 


1. The Department of Justice, the Federal Trade Commission, 
and the Department of Agriculture should increase and expedite 
the use of provisions of existing law to bring to a halt the in- 
jurious and unfair competitive practices found by this committee 
to exist in the processing and distribution of dairy products. 

2. Congress should enact new legislation to strengthen the anti- 
trust laws and provide relief from the injurious and unfair com- 
petitive practices herein found to exist in the dairy industry. 

3. Specifically, Congress should enact legislation which would 
(a) strengthen the antitrust laws by providing that the “good 
faith” defense of subsection (b) of section 2 of the Clayton Anti- 
trust Act shall be a complete defense to a charge of unlawful price 
discrimination “unless the effect of the discrimination may be 
substantially to lessen competition or tend to create a monopoly”; 
(6) amend the Clayton Act so as to supplement existing laws 
against unlawful restraints and monopolies by providing that vio- 
lations of section 3 of the Robinson-Patman Act shall constitute 
violations of the antitrust laws; and (c) amend section 11 of the 
Clayton Act to provide for the more expeditious enforcement of 
cease-and-desist orders issued thereunder, and for other purposes. 

4, The Department of Agriculture should review the Federal 
milk-marketing orders with a view to taking such action as would 
be appropriate to remove unjust discriminations in the prices 
paid by dealers for milk and cream. 


weet 6OTDUlUlUS 
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CHAPTER XI. THE ALUMINUM INDUSTRY 


General 

Subcommittee No. 3, which is charged with the responsibility of 
studying and investigating problems of small business in connection 
with raw materials and minerals, is under the chairmanship of Repre- 
sentative Sidney R. Yates. Other members of the subcommittee are 
Representatives Joe L. Evins, Abraham J. Multer, Timothy P. Shee- 
han, and R. Walter Riehlman. This subcommittee conducted a com- 
prehensive study in the 85th Congress, as it did in the 84th Congress, 
of the problems of small business in the aluminum industry. 

In the 84th Congress, the committee found a severe shortage of the 
metal which at that time was attributable primarily to the industry’s 
tremendous growth and expansion, to the significant increase in alu- 
minum exports, and to the reservation by the Government of a large 
amount of metal for its stockpile needs. ‘The committee was successful 
in alleviating some of the problems encountered by small business in 
the tight market at that time. 

During the 85th Congress, however, the economic conditions in the 
aluminum industry changed. This time there was overabundance 
of primary aluminum. In view of the inability of the producers of 
basic aluminum to sell their product, they exercised their rights under 
the incentive-type expansion contracts entered into between themselves 
and the United States Government during the Korean incident pur- 
suant to the Defense Production Act by tendering the complete out- 
put of the new expanded plants to the Government stockpile as 
permitted by their contracts. 

During the hearings held by the subcommittee, the following prob- 
lems were studied : 

1. Incentive-type expansion contracts entered into between the 
Government and the major producers with particular emphasis 
on the sale to “nonintegrated users” as provided for by the 
contracts. 

2. The molten-metal contracts between General Motors, Ford, 
and the Reynolds Metals Co. 

3. Complaints of price squeeze from small nonintegrated fabri- 
cators and processors. 

4. The effect of increased scrap purchases, and increased prices 
paid by the prime producers on the secondary metal market. 

Nonintegrated users 

The problem of the interpretation of the term “nonintegrated 
users,” in the opinion of the subcommittee, warranted considerable 
study. The incentive-type contracts between the basic aluminum 
producers and the Government were amended in September 1957 by 
increasing the amount available to nonintegrated users from 25 per- 
cent to 35 percent for the last 15 years of the 20-year contracts. It 
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has been contended that this clause would guarantee a supply of 
basic metal for small business. The subcommittee is of the opinion, 
however, that under the present method of interpreting the term 
“nonintegrated users,” small business fabricators and processors would 
be neither protected nor guaranteed any set-aside of the basic metal. 

In view of the specific language of section 701 (a) of the Defense 
Production Act which states— 


It is the sense of the Congress that small-business enter- 
prises be encouraged to make the greatest possible contribu- 
tion toward achievi ing the objectives of this Act * * *.” 


it would appear that the contracts entered into between the Govern- 
ment and the aluminum producers failed to carry out the expressed 
intent of Congress. The contracts entered into between the Govern- 
ment and prime producers as presently interpreted fail to make pro- 
vision for the necessary aid and assistance to small business. The 
subcommittee, therefore, at the hearings held during this Congress, 
recommended that the General Services Administration, the agency 
of the executive branch of Government having jurisdiction over the 
contracts, discuss amending the contracts with the prime producers in 
order that the term “nonintegrated users” be so defined as to guarantee 
set-asides of basic aluminum to small business. 


Pooled buying 

This committee, in its report to the 84th Congress (H. Rept. 2954), 
recommended that the small nonintegrated fabricators and processors 
pool their resources and organize a “buying corporation” for the pur- 
pose of entering into long-term contracts with the primary producers 


for basic metal. 

This recommendation by the committee was based upon the ability 
of small-business concerns to organize corporations, under the Small 
Business Act, which would enable them to borrow money from the 
Small Business Administration for such purposes. 

The small-business community in the aluminum industry did not 
avail itself of this opportunity. This was probably due to the change 
of the economic conditions and the overabundant supply of basic 
aluminum. However, it would appear from the testimony received 
at the hearings in the 85th Congress that in the not too distant future 
the economic conditions in the aluminum industry may again change 
and basic metal may become difficult to obtain. Unless small business 
avails itself of every opportunity to guarantee an adequate supply 
of basic metal in a tight market, it might find itself again in a position 
where the necessary basic met tal will not be available to the small, 
nonintegrated fabricators and processors. 

In the opinion of the subcommittee, the overabundant supply of 
basic metal may dissipate in the near future and the companies having 
long-term contracts for basic metal will be in a favored position. 
Accordingly, the committee once again wants to remind the small- 
business members of this industry about the provisions in the Small 
Business Act which provides for loans to corporations formed by 
groups of small-business companies who desire to improve their ability 
to purchase raw materials. 
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Molten metal 


The molten-metal contracts between the automobile companies and 
Reynolds Metals Co. may have far-reaching effects on small business 
in this industry. The only known users of hot metal at the present 
time are General Motors and Ford. It is apparent from the testimony 
received by the subcommittee that only the da arge users of basic metal 
are in a position to enter into this type of guaranteed metal contracts 
with the prime producers to receive molten metal at the aluminum 
reduction plants. It would not be an economical or feasible proposi- 
tion for a small-business concern to attempt to build a plant adjacent 
to a reduction plant. A favored price plus the guaranteed avail- 
ability of basic metal to the large automobile companies granted by 
these molten-metal contracts could drive the competitive small, non- 
integrated fabricator and processor from this market. 

The committee, in its report to the 84th Congress (H. Rept. 2954), 
stated that the processors would be affected by the molten metal con- 
tracts in the event of a tight market. The position taken by this com- 
mittee in the 84th Congress on this issue is repeated again. It is clear 
that the automobile of tomorrow will utilize gr eater amounts of 
aluminum in its production. Therefore it is clear that the molten 
metal contracts in this important market may have a definite effect on 
the ability of small nonintegrated fabricator and processor to survive 
or grow in this important market. 

Price squeezes 

One of the continuing problems presented to the committee has been 
the allegation of price squeezes applied upon the small nonintegrated 
fabricator and processor by his integrated supplier. Testimony was 
received by the subcommittee during i its hearings in the 85th Congress 
that the smaller fabricators were continually confronted with unfair 
competition in connection with the problem of establishing a fair 
market price. The witnesses indicated that the percentage ‘of price 
increases or decreases on the basic metal were not comparable to the 
percentage increase or decrease on the competitive items manufactured 
and sold ‘by both the integrated suppliers and the small nonintegrated 
fabricators and processors. It was contended that this, in ‘effect, 
deprived the small-business concern of a fair return in this com- 
petitive market. In this connection, it should be noted that the wit- 
nesses who testified before the committee and voiced their complaints 
about the alleged price squeeze also indicated that the price differential 
granted to the big automobile companies in the molten metal contracts 
was unfair competitiv ely; that if the practice continued and became 
prevalent in the industry it could prove ruinous to small business. 


Scrap purchases 


Witnesses testified at the hearings of the subcommittee that the 
competition in the scrap market of secondary metal was unfair in view 
of the alleged practices of the primary producers i in purchasing scrap 
at a higher than market price and increasing their normal purchases 
of scrap which tended to increase the market price. It was contended 
to be unfair particularly in view of the privilege to place in the Gov- 
ernment stockpile their entire output of metal from the expanded 
facilities and sell the basic metal produced from scrap to their cus- 
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tomers. It was brought to the committee’s attention that the smelters 
in this industry were brought into a distinctly unfair position com- 
petitively with the primary producers of basic metal. 

The witnesses stated at the hearings in connection with this problem 
that if anyone wished to virtually annihilate the smelting industry he 
could do so by bidding up the price of scrap to the point that secondary 
alloys would be elevated to prices higher than comparable primary 
alloys and remain there as long as the pressure remains on scrap prices. 
By such an unfair method of competition, smelter alloys would be com- 
pletely eliminated as a competitive factor and the small-business con- 
cerns in that industry would be destroyed. 


Prospects for aluminum industry 


It would appear that the growth prospects of the aluminum indus- 
try are extremely bright. It is contemplated that in the very near 
future the demand for aluminum will increase tremendously and the 
present overabundant supply will disappear. Small-business con- 
cerns in the aluminum industry which do not require assistance today 
in the procurement of basic metal nevertheless may need such assist- 
ance in a tight market. 

All evidence points to such a tight market in the relatively near 
future. The number of uses of aluminum is growing. The pound- 
age of aluminum to be utilized in the manufacture of tomorrow’s 
automobiles will tremendously increase. This, coupled with the new 
uses of aluminum in the other industries, such as construction, appli- 
ances, electronics, et cetera, promises to turn the scale from the pres- 
ent overabundant supply. 

Thus, the request of the subcommittee for action by the General 
Services Administration to assure an allocation of the supply of basic 
metal for the small nonintegrated user is of great importance. 

The new companies which have entered into the producing field 
since our last report are the Anaconda Co., Harvey Aluminum Co., 
and Ormet. Ormet is a company owned and operated jointly by 
Olin Mathieson Chemical Co. and Revere Copper & Brass, Inc. These 
three new producing companies are actly “captive” plants. All 
four companies involved are in the fabricating business, and were in 
the fabricating business prior to their entry into the production of 
basic metal. Quite obviously, in a tight market, this metal will not 
find itself on the open market but will be retained by the producing 
companies for their own use. 

The growth and continuation of small business in the aluminum 
industry depends very heavily on the ability of the small noninte- 
grated fabricators and processors to acquire a continuous supply of 
basic metal during all economic cycles in the aluminum industry. 
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CHAPTER XII. THE AIRCRAFT INDUSTRY 


General 


Subcommittee No. 4 is charged with the responsibility of studyin 
the problems confronting the small-business members of the aircraft 
industry, which now of necessity includes the missile field. This 
subcommittee consisted of Representative Tom Steed as chairman 
and Representatives Abraham J. Multer, James Roosevelt, Horace 
Seely-Brown, Jr., and Arch A. Moore, Jr., as members. It held 
hearings in Los Angeles, Calif., during June 1958. 

Due to the reduction in defense appropriations in 1957, the change- 
over from aircraft to missiles and the resultant cutbacks and stretch- 
outs in the aircraft industry, the distress of the small-business man 
in the aircraft industry became a problem receiving nationwide 
attention. Stories of distress and bankruptcies, mergers and forced 
sales of small business, were brought to the attention of the committee. 

In view of the seriousness of this situation, the subcommittee 
arranged for the staff of the committee to make a study of these 
conditions. Thereafter it was decided that hearings should be held 
in order to develop information respecting (1) the manner in which 
the special abilities of the smaller concerns could be employed, (2) 
the use of Government-owned equipment and facilities by the large 
prime contractors, (3) the reported practice of contractors failing 
to subcontract equitably and thereby causing distress among small- 
business members of the industry, and (4) the impact of renegotia- 
tion on the industry. 

At the opening of the hearings the chairman of the subcommittee, 
Hon. Tom Steed, stated : 


In the past we have concentrated on the manufacture and 
production of aircraft for the military, but the launching of 
Russia’s first sputnik has brought a new dimension to our 
investigations, 

We believe that small business can and must play a vital 
role in our missile program. One of the purposes of these 
hearings is to see that small business will be encouraged to 
participate in all of our missile programs. 

During the current recession, the House Small Business 
Committee has received many reports which indicate that 
the small-business man is the first to get hurt and the last 
to get help. This subcommittee hopes that on the basis of 
the information gained in these hearings it may reverse that 
situation so that the small-business man is the first to get 
help and the last to get hurt. 


Small-business skills 


The importance of skilled small business in the defense effort is 
one subject on which all witnesses—military, major industry, and 
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small contractor—seemed in complete agreement. This uniform 
tribute to the capabilities of small experienced firms is most difficult 
to reconcile with the continued decline in small-firm defense par- 
ticipation reflected by all statistics on the subject. It raises the 
thought of whether the tributes—on the part of those who have the 
responsibility for placing business—are any more than a public pose 
in favor of virtue. 

With reference to the efficiency of small business, we quote from 
the testimony of Mr. Rulon Nagely, corporate director of material, 
North American Aviation Co., Inc.: 


We do business with small business because it is good 
business. We can buy for less money, get better deliveries, 
we can get better service. 

So we don’t do this from a paternalistic standpoint. We 
do this from a cold-blooded business standpoint, that it is 
good business to deal with these fellows. 


Representative Arch A. Moore, Jr., in a colloquy with Messrs. Mar- 
tin Lovequist, Les Jones, and A. K. Knittel, representatives of the 
San Fernando Valley Small Plants’ Association, brought out the fact 
that none of them had ever had a turndown on the quality of the 
product they produced. 


Subcontracting 

The cost and complexity of modern defense weapons is placing an 
ever larger share of military procurement beyond the reach of direct 
prime contracting by smaller firms. It seems more important than 
ever, therefore, that far more effective means be found to maintain and 
increase the percentage of small-business work which is available 
for subcontracting. The subcommittee was amazed to find that the 
small-business liaison officials appointed by the major prime contrac- 
tors were frequently the same persons as the directors of material, or 
the chief purchasing agents, of the firms involved. We were under 
the impression that the Department of Defense small business sub- 
contracting program was instituted to help the small firms increase 
the number and amounts of their subcontracts. It is difficult for the 
committee to imagine that a small-business man could comfortably go 
to the small-business liaison official of a major contractor when that 
official is also the head of the very purchasing department with which 
the small firm may be having difficulty. 

Small firms undoubtedly would welcome the opportunity to sit with 
prime contractor officials—to discuss and work out mutual problems— 
free of the fear that they were “going over the head” of the buyers 
(contracting officers) with whom they must do business. 

The testimony by military representatives reveals something of a 
tendency to quote “official policy” when describing how relationshi 
affecting smaller firms are handled. The committee found that often- 
times the contracting officers do not implement these pious pronounce- 
ments of policy of high officials that genuine efforts are to be put forth 
to make sure that small business receives their proper share of the 
awards. 
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Small business competition with Government-owned facilities 


We are deeply concerned with the problem of the competitive ad- 
vantage that accrues to a larger firm in being permitted to use machin- 
ery and other equipment which has been furnished by a military agency 
without charge. 

It is difficult to see how any firm which has received the largesse 
of the Federal Government in the form of a rent-free manufacturing 
plant is not automatically in a favored competitive position versus the 
independent manufacturer who must buy or rent all his own equip- 
ment. 

The conclusion seems unavoidable that any remedy for the unjust 
position of small competitors must include a change in the rules cover- 
ing both the furnishing and use of Government facilities. 


Air Force facilities operated rent-free by major firms appearing at the hearings’ 


Value in 

millions 

Douglas Ase@utt: 226 oe Oe a a Sec $107.3 
Lochkiveed) 4ie(5 csi) ie ea eee ee ee Be 105. 3 
North Amertesm Biiestion.s. —<:ccssikssnanwinel aia cbtedidenaeuinbed 70.7 
ERROR DOIN onic nncinsincisdcciannnaiaiaiigcadiiinaasam eee 24.3 
DOGO anscesscisiinncenccechessinchiiniassiiociciniasiaiiadiicigas citings ane ea 307. 6 


1 Above information contained in testimony by Air Force representatives before the 
Hébert committee (Subcommittee on Special Investigations of the Armed Services Com- 
mittee, U. S. House of Representatives, 85th Cong.). 


The committee feels that the Small Business Administration must 
take a much deeper interest in this matter of Government facilities. 
In view of its responsibility to maintain the competitive position of 
small-business men, the Small Business Administration representa- 
tives, assigned to major military procuring offices, should be given 
greater latitude and authority in dealing with this problem. It is not 
only the province but the duty of the Small Business Administration 
to examine and review procurements in order to learn about prospec- 
tive small-business opportunities and difficulties. This logically in- 
cludes the review of planned facility programs. In carrying out its 
authority and duty in this respect, the Small Business Administration 
should not hesitate to develop and suggest improved policies to be ap- 
plied by the Department of Defense in dealing with this problem. 
These measures should provide a means for guarding against the un- 
warranted installation of facilities which would duplicate, in whole 
or in part, the production facilities which small and independent busi- 
nesses provide or stand ready to provide. 

Effect of weapons systems concept on small business 

Since the advent of the weapons systems concept the role of small 
manufacturers has gradually become insignificant. 

The policy of allowing the major prime companies practically un- 
restricted freedom in the expenditure of the defense dollar is largely 
responsible for this situation. 

Under this system the major companies control all the subcontract- 
ing and the small manufacturer is at their mercy. 

These major companies have now entered the research and develop- 
ment field and are subcontracting the research and development prob- 
lems to each other, thereby eliminating areas of activity of the small 
specialized plants. 
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Mr. Les Jones, president of the Les Jones Training Aids, Inc., 
emphasized this point in his testimony in which he stated: 


They now get research and development for parachutes, 
while our parachute companies are looking for business; for 
aircraft seats, while aircraft seat companies lay off; electrical 
components while our relay, resistor, capacitor, motor, gen- 
erator, and other component and “black box” manufacturers 
are down to a half-day operation to 25 percent capacity. 
They acquire bigger and better plating tanks (at Govern- 
ment expense) while our plating plants go work hungry ; they 
acquire bigger and better blueprint machines while our sev- 
eral fine blueprint companies in the area starve for work and 
borrow bank money to keep their doors open. 

They increase their tooling departments to fantastic 
“regimes” while our tooling plants operate at 30 percent 
capacity and others close their doors or enter another field. 
They increase their engineering departments to colossal in- 
efficient paper machines regardless of whether there may be 
existing contracts for their engineers to work on. * * * 


There is no doubt that the weapons system concept is the real culprit 
of the present dilemma. 
Proprietary rights 

Proprietary rights pose a problem about which the committee has 
had a volume of complaints as large as those relating to almost any 
other current issue. It is recognized as a fundamental of our free 
enterprise system that in many cases small firms owe their existence 
to their own development and exploitation of original processes— 
chemical composition of materials, tooling, etc. Without adequate 
forms of protection to the resourcefulness and ingenuity of small 
firms, it is apparent that the wellspring of future enterprise would 
dry up and disappear. 

This is a most serious problem for small firms for the obvious reason 
that small firms generally develop less complex items, and it is easier 
to copy their discoveries. Moreover, there are more potential com- 
petitors to whom these ideas can be distributed. 

The subcommittee is happy to learn that the Assistant Secretary of 
Defense for Supply and Logistics has announced that revisions are 
being made in the procurement regulations which will provide protec- 
tion for the proprietary rights of inventive defense producers. This 
is a step in the right direction and we will be most interested in the 
implementation of these revisions. 


Renegotiation 


Testimony describing the negative effects of renegotiation on the 
incentive to subcontract with small business was received from repre- 
sentatives of both small and large firms. Uncontroverted evidence 
at the hearings established the validity of this conclusion. The 
language of the renegotiation regulations which specifically states that 
a company subcontracting work may not reasonably expect to be 
allowed as large a profit thereon as if it had done the work itself” 
can only encourage a prime Government contractor to subcontract as 
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little as possible and even to seek additional Government equipment 
(on the rent-free basis available to the larger firms) in order to avoid 
even normal subcontracting. 

Members of this committee introduced legislation in the 85th Con- 
gress, the purpose of which was to solve some of the problems of 
renegotiation. The committee is hopeful that similar legislation will 
be introduced and receive favorable consideration by the next Congress. 


Conclusions 


It is the definite opinion of the committee that more effective imple- 
mentation of high policy directives from the Department of Defense 
must be provided so that the small-business man will not be forced to 
“fold his tent and silently steal away.” This cannot be allowed to 
happen for small business is the bulwark of the country’s defenses 
as well as the backbone of its economic structure. The problems relat- 
ing to research and development, subcontracting, proper use of facili- 
ties, and renegotiation must be solved if the small-business man is to 


prosper and maintain his important ‘and necessary place in the defense 
of our country. 


32893-—59 11 














CHAPTER XIII. DISTRIBUTION PRACTICES IN THE 
PETROLEUM INDUSTRY 


Problems presented 

By the time the committee organized and announced its organiza- 
tion and program for the 85th Congress, a large number of complaints 
had been received from small- and independent-business men engaged 
in the distribution of petroleum products. These eet totaled 
approximately 250 at centered primarily upon the following allega- 
tions: 

1. Retail dealer turnover is of such magnitude as to require investi- 
gation and determination of remedies. 

2. Independent refiners are disappearing from the marketing scene 
which situation was attributed to a variety of causes: Inability to com- 
pete with stronger units in the industry, squeeze between costs of crude 
and petroleum products, mergers, etc. 

3. Some jobbers and retailers are under the undue influence of oil 
company suppliers. 

4, Some distributors of gasoline, particularly jobbers and retailers, 
are losing their independence as a result of alleged oppressive leases, 
lack of financing available from private sources, subsidy, margin ar- 
rangements and other marketing conditions. Complaints also alleged 
that competitive allowances made by suppliers are employed as a 
means of controlling prices at the retail level. 

5. Certain major oil companies compete unfairly with their own 
dealers and distributors, by selling the same grade and quality of gaso- 
line to distributors who, in turn, sell to cutrate competitors of lessees 
and dealers, or direct to cutrate retailers, at prices substantially be- 
low those charged their own lessees and dealers. 

6. Price manipulations, including price wars, practiced by some sup- 
pliers, through company-owned, consignment, or commission-operated 
outlets, result in an economic squeeze upon small-business men regard- 
less of price assistance or subsidy. 

7. Price wars, including price discriminations, are only of temporary 
economic benefit to consumers and tend to weaken the distribution sys- 
tem, with resultant adverse effects on retail competition. 

8. Small-business men in petroleum marketing are dependent upon 
suppliers for financial assistance in obtaining working and equity 
capital and cannot secure adequate capital from other private or from 
public sources. 

9. Automotive equipment wholesalers are unable to sell equipment to 
lessee dealers, as well as dealers who own their own stations, because 
petroleum suppliers are furnishing such equipment to dealers at sub- 
stantial discounts, at cost, or below cost. 

10. Coercive sales of tires, batteries, and accessories to dealers and 
lessees are being made by some major oil companies. 
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The subcommittee considered the problems 


At the committee’s organization meeting, the chairman of the com- 
mittee announced the establishment of Subcommittee No. 5 for inves- 
tigating, studying, and reporting on distribution practices in various 
industries. ‘That subcommittee consisted of Representative James 
Roosevelt as chairman, and Representatives Tom Steed, Charles H. 
Brown, Timothy P. Sheehan, and Craig Hosmer (the latter later 
resigned from the committee and was replaced by Representative 
Arch A. Moore, Jr.), as members. 

In view of the fact that a similar subcommittee of the House Small 
Business Committee in the 84th Congress under the chairmanship 
of Representative James Roosevelt had investigated, studied, and 
reported upon (H. Rept. 1423, 84th — “Alleged Coercive and 
Discriminatory Practices Against Retail Gasoline Operators by Oil 
Company Suppliers,” he, as a member of the House Small Business 
Committee in the 85th Congress, continued his interest and work on 
the problems involved in that industry. Therefore, beginning on 
February 1, 1957, conferences were held with many prospective wit- 
nesses. The most important conferences at which the subcommittee 
and the industry met, occurred on March 21, 22, and 28, 1957. On 
those dates, the subcommittee discussed informally the problems of 
the industry with representatives of all segments of the industry. 

Following the conferences, written requests were submitted to vari- 
ous producers, refiners, wholesalers, and retailers for information 
relevant to the problems referred to in the complaints received by the 
committee. 

The subcommittee concluded that hearings were in the public in- 
terest and they were held in Washington, D. C., on April 10, 11, 12, 
and 13, 1957, in Denver, Colo., on April 16, 1957, in Los Angeles, 
Calif., on April 24, 25, and 26, 1957, and in Chicago, Lll., on April 30 
and May 1, 1957. The record of the proceedings covers 1,327 printed 
pages and contains the testimony of 157 witnesses. 

On the basis of this extensive investigation and record of hearings, 
the subcommittee made a report which was unanimously approved and 
presented to the House August 14, 1957, and ordered printed as House 
Report No. 1157, 85th Congress. 

The report on the problems 


In House Report No. 1157, 85th Congress, Subcommittee No. 5, and 
indeed the full committee, in approving that report, found that— 

1. There has been a noticeable trend toward company operated, 
or otherwise controlled retail service stations. These efforts in- 
clude, as the testimony shows, various types of controlled retail 
outlets, such as those owned by the suppliers outright, commission 
and consignment stations. 

2. The extent to which small-business distributors and retailers 
of petroleum products are truly free and independent is severely 
limited by their awareness that their suppliers can wield great 
economic power. 

3. According to the testimony of a number of retailers, sub- 
sidies, rebates, and allowances contribute to and create price dis- 
turbances and that they would like to see these arrangements 
terminated by all of their suppliers. 
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4 (a). The “competitive allowance” granted lessee-dealers 
during a price war assists such dealers to remain in business even 
thou a losses in many instances are required to be shared with 
their suppliers. 

4 (b). Price leadership and price maintenance are achieved by 
some suppliers through company-operated retail outlets, and this 
practice is expanding. 

5. Price discrimination and coercion still exist in the industry. 
Suppliers should find a means of enforcing their policies against 
such practices at all levels of employment. 

6 (a). Price wars begin when there is a surplus of gasoline at 
a given time and in a given area or when dealers, wholesalers, 
jobbers, suppliers, whether branded or unbranded, seek increased 

gallonage. Price wars end in as Many ways as they begin, in- 
cluding mutual understanding, vigorous action by suppliers, and 
the return to normal of the supply- and-demand situation in a 
given area. 

6 (6). Posted tank-wagon prices remain constant during price 
wars, the reduction being made in the form of a rebate or a price 
allowance on the face of the invoice. This of course creates an 
artificial price situation and makes the posted tank-wagon price 
— normal as though no price war existed. 

6 (c). There is little ana that the consuming public has 
detailed knowledge concerning grades, octane rating, or quality 
of gasoline and oils. Service-station location, advertising, serv- 
ice, and credit are probably of more importance to the ultimate 
consumer than a small differential in the retail price of gasoline. 
The consuming public is generally unaware that some refined 
petroleum products, sold under local or regional brand names, 
are the same products sold under the brand name of major com- 
pany dealers at higher prices. 

7. Dealer-supplier relations have improved since the hearings 
and report of this subcommittee in 1955. This improvement 
exists mainly in dealer-supplier panels, terms of leases and other 
contracts between dealers and suppliers, and the dealer’s ability 
to purchase items other than those carried by his supplier. Much 
improvement remains to be made in the representation on the 
dealer-supplier panels, the increased use of such panels in arriv- 
ing at reasonable solutions of industry problems, with complete 
freedom from economic pressures or restraints. Such dealer- 
supplier panels must, of course, always be guided by and be 
within State and Federal law. 

8. Retail-dealer turnover is not entirely due to economic fac- 
tors or considerations but includes many ordinary business rea- 
sons. There are, of course, in any industry of this magnitude, 
thousands of marginal operations where economic survival is diffi- 
cult, if not impossible. The turnover rate varies as to companies 
and industry conditions. 

9. The industry experiences difficult financing problems particu- 
larly at the retail and wholesale levels. 

10. The regulatory powers of the Federal Government, mainly 
in the statutes administered and enforced by the Federal Trade 
Commission and the Antitrust Division of the Department of 
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} Justice, would be of far greater value to small-business men if 
) enforced within a reasonable time, and if followed up by vigorous 


action when violations occur. 

The foregoing conclusions prompted the subcommittee to make rec- 
ommendations for consideration of persons in four well-defined areas. 
3 Those areas were for— 


1. The consideration of the industry. 


: 2. Consideration of the Federal Government and its agencies. 
t 3. Consideration of the appropriate standing committees of 
the House of Representatives. 
t 4. Consideration by the Congress of proposals for new legisla- 
le tion. 
1 In the first of those areas it was recommended that— 
- 1. Major suppliers reexamine their policies regarding sales to 
d nonbranded wholesalers, distributors, retailers, and other refiners 
é so as to avoid unfair competition within the same marketing area. 
2. Suppliers and wholesalers in any well-defined competitive 
e area sell at prices, discounts, terms, or conditions which are made 
e known and available to all of their customers (according to class). 
n 3. Each supplier-company encourages better and closer rela- 
se tions with its lessees, dealers, jobbers, and other customers, and 
permits these persons to make representative selections for sup- 
1S plier-dealer panels. Dealer organizations should be strengthened 
ty at every level of the industry in order that supplier-dealer coopera- 
v- tion through panels and otherwise may be made more effective, 
te provided that all such negotiations be conducted in accordance 
e. with the provisions of the antitrust laws and the Federal Trade 
ad Commission Act. 
aS, 4. The practice of granting and accepting subsidies or rebates 
n- be reviewed and eliminated if a practical method can he devised 
within the framework of the antitrust laws and the Federal Trade 
gs Commission Act. 
nt 5. Careful study be given by dealer-supplier panels to trade- 
er area boundaries within the framework of existing antitrust laws. 
ity 6. Suppliers initiate a vigorous educational program for em- 
ch ployees having direct or indirect contacts with lessee or other 
he dealers in order that company policy may be fully carried out. 
iv- This educational program should emphasize the avoidance of 
ete undue pressure, coercion, unfair trade practices, price discrimi- 
er- nation, and deceptive methods in sales as well as other company 
be activities. 
| 7. Suppliers review their practices in supplying service-station 
ac- equipment in an effort to prevent unfair competition with manu- 
ea- facturers, wholesalers, wad other distributors of such equipment. 
de, The suppliers also review their policy along the same line in 
ffi- connection with the sale of TBA items through their lessees and 
Lies their own wholesalers. 
8. Suppliers making direct sales to commercial or other cus- 
cu- tomers within a trade area which is under franchise to the whole- 
saler or retailer protect the commission or gross margin of such 
nlv franchised wholesalers or retailers. Franchised wholesalers and 
ade retailers protect their franchises by every legal means available 
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to them in the interest of orderly distribution and elimination of 
unfair competition. 
For consideration by the Federal Government and agencies thereof, 


it was recommended that— 


1. The Select Committee on Small Business of the House of 
Representatives initiate a major effort to solve the risk-capital 
problem of the independent segments of the petroleum industry 
(the House Small Business Committee acted on this recommen- 
dation and investigated, held hearings, and reported on Problems 
of Small Business Financing. That report was made to the 
House and ordered printed as House Report No. 1889. Subse- 
quently, Congress acted favorably on S. 3651, and the President 
signed that measure into law August 21, 1958, as the Small Busi- 
ness Investment Act of 1958, Public Law 85-699). 

2. The Department of Justice investigate the present influence 
of consignment, commission, and company-operated stations in 
price leadership, maintenance, or fixing, or in price discrimina- 
tion against independent lessee-dealers, as possible violations of 
the antitrust laws. 

3. The Department of Justice investigate, take appropriate 
action, and report to the House of Representatives as to the 
legality of suggesting retail prices and of the creation of trade 
areas by oil] suppliers within which they grant competitive allow- 
ances or subsidies to petroleum lessees and dealers. 

4. The Federal Trade Commission review the present practices 
in the sale of automotive equipment to service stations by major 
oil company suppliers; this in addition to the continuing investi- 
gation by the FTC of the sale and distribution of tires, batteries, 
and accessories. 

5. The Small Business Administration establish a policy grant- 
ing financial assistance to qualified distributors at all levels in the 
petroleum and allied products industry who own their own 
property. 

The recommendations made for the consideration of the problems 


by standing committees of the House of Representatives were that— 


1. The appropriate committees of the House of Representa- 
tives continue studies on cutting down the delay in the Federal 
Trade Commission, involving, in many instances, years of inves- 
tigation and hearing procedures, culminating in cease-and-desist 
orders which are sometimes more honored in the breach than in 
the adherence. 

2. The appropriate standing coramittees of the House of Rep- 
resentatives examine factors basically inherent in the enforce- 
ment of the antitrust laws, with particular reference to ineffective 
relief and delay. 

3. The appropriate committee of the House of Representatives 
conduct further investigation of economically feasible west coast 
pipeline proposals as they relate to small business and other 
economic matters. j 
The recommendations made by the committee for the consideration 


of pending proposals for legislation were: 


1. H. R. 482, providing for payment of costs and _ reasonable 


attorneys’ fees in successful injunction suits to restrain practices 


ae of 6!) hee ae 6, 


no ae oe 





he 
mn 


ms 
ta- 
ral 
eS- 
‘ist 
in 
ep- 
ive 
ves 
yast 
her 


Fon 


able 
‘ices 


FINAL REPORT ON SMALL BUSINESS 159 


alleged to be in violation of the Clayton Act, be properly enacted by 
the Congress after hearings by the Committee on the Judiciary. The 
Self-Help Act, designed to provide funds for enforcement of the 
antitrust laws by private plaintiffs, has been approved by the Depart- 
ment of Justice, the Federal Trade Commission, and the Small Busi- 
ness Administration, as well as major suppliers, wholesalers, and 
retailers. It deserves the attention of the Committee on the Judiciary 
and would be, if enacted, of considerable benefit to small business. 
H. R. 432 has been submitted for approval to the American Bar Asso- 
ciation and the California and the District of Columbia Bar Asso- 
ciations. 

2. Continuing studies be made of H. R. 425, H. R. 426, H. R. 427, 
and H. R. 428 by the staff of the Small Business Committee. H. R. 
425 provides for suits brought by retail service station operators in 
the district courts of the United States to recover damages sustained 
by reason of failure of producers to act in good faith in complying 
with the terms of franchise or in terminating or not renewing fran- 
chises and leases with their dealers. In response to requests by the 
chairman of the Committee on the Judiciary, one executive depart- 
ment, the Commerce Department, has commented upon these bills. 

The Secretary of Commerce called to the attention of the Congress 
the piecemeal nature of corrective legislation for failure to act in 
“good faith” embodied in Public Law 1026 (the automobile dealer’s 
“day in court” bill) and H. R. 425. Accordingly, the subcommittee 
recommended that further study be given to a bil of broad applica- 
bility to all franchise-dealer relations regardless of the type of busi- 
ness involved. 

3. That H. R. 426 not be enacted at this time. This bill, introduced 
by the chairman of Subcommittee No. 5 on January 3, 1957, would 
“divorce” producers of petroleum products who sell at wholesale from 
selling at retail, or from owning, operating, or leasing any retail 
outlet after a certain date. The subcommittee has noted the opposi- 
tion to such measure by integrated producers as well as independent 
refiners, jobbers, and even some retailers. Although divorcement of 
functions has been effectuated by consent decrees and decrees of court 
in some industries, it has not been accomplished by legislative divorce- 
ment of producers from distribution. In view of the complicated 
nature of legislative divorcement, the subcommittee concludes that 
continuing studies and investigation should precede any attempt to 
secure passage of such a bill. 

4. That the Committee on the Judiciary be requested to hold hear- 
ings on H. R. 427. This bill, introduced by the chairman of Subcom- 
mittee No. 5 on January 3, 1957, would amend section 4 of the Sher- 
man Act to prescribe a procedure with respect to consent judgments, 
decrees, or orders entered by the courts in antitrust cases. The bill 
would provide that before a consent decree or an order of the Federal 
Trade Commission may become final and binding, its proposed text 
would be published in the Federal Register and made available for 
public inspection for 30 days prior to its effective date. The bill pre- 
scribes procedures for an aggrieved person to petition the court or 
Federal Trade Commission for changes in the proposed order, or its 
cancellation or affirmation upon a proper showing. The reason for 
the introduction of the bill was that it was found in many instances 
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that persons affected by Federal Trade Commission orders or decrees 
of court in antitrust matters did not know of the existence of these 
orders and decrees until after their official entry. The bill therefore 
would delay official entry until such time as small-business men and 
other interested parties have had an opportunity to study the pro- 
posed order or decree and oppose or support it for valid reasons. 

5. Further consideration of H. R. 428 be postponed pending the 
result of the current Federal Trade Commission proceedings. 

6. Consideration be given by the Committee on Ways and Means 
to an amendment to section 4081, Internal Revenue Code, to provide 
“7 equalization of the collection of Federal taxes on petroleum. 

The Select Committee on Small Business of the House of Rep- 
doseeedtaad should recommend a small-business tax relief bill to help 
the petroleum and all other small-business segments. 

8. There should be provided a subcommittee of the House Small 
Business Committee to continue to watch after and report upon the 
serious small-business problems that remain in the distribution of 
petroleum products. 
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CHAPTER XIV. AMERICAN SOCIETY OF COMPOSERS, 
AUTHORS, AND PUBLISHERS 


The small-business problem 


Small-business men engaged as composers, authors, and publishers 
of music, many of whom are members of the American Society of 
Composers, Authors, and Publishers (ASCAP), complained that 
domination and policies of ASCAP operate to the detriment of small 
publishers and to the benefit of a few large publishers, members of 
the board of directors of ASCAP. In that connection, it was further 
alleged that these few large publishers, who as members of the board 
of directors of ASCAP had and were exercising control over all of 
the affairs of that society in a manner detrimental to the smaller 
publishers and other less powerful members of the society. 

The committee considered the problem involving ASCAP 

In the organization meeting of the committee, 6 subcommittees were 
appointed by the chairman, 1 of which was Subcommittee No. 5 com- 
posed of Representative James Roosevelt, chairman, and Represen- 
tatives Tom Steed, Charles H. Brown, Timothy P. Sheehan, and Arch 
A. Moore, Jr. To that subcommittee was assigned responsibility for 
investigation and studies of small-business problems in the field of 
distribution and was later given other specific assignments including 
one for the study and investigation of the organization and operations 
of ASCAP. 

Subcommittee No. 5 made an extensive investigation of the organi- 
zation and operations of ASCAP. This included a detailed study of 
records and files of the society relative to its organization, policies, 
and methods, providing for not only the election of directors and offi- 
cials but also the determination of the credits assigned member authors, 
composers, and publishers for the performance and utilization of their 
music. 

The subcommittee’s study of the records of ASCAP led to the 
scheduling of public hearings which were held on March 13, 14, 17, 
18, and April 2, 1958. More than 700 transcript pages of sworn testi- 
mony were taken and several hundred exhibits received for the record 
and for the subcommittee’s files. The entire record covered 732 
printed pages. 

In a large measure the testimony and the records presented to the 
subcommittee and included in the record and its files centered upon 
five general problems. These were: (1) The weightéd voting system 
of ASCAP; (2) the performance survey and logging system of the 
society; (3) the distribution formulas utilized by the society; (4) the 
grievance procedures; and (5) the maintenance and availability of 
the society’s records to all of its members. 

On the basis of its study and consideration of the record and other 
available information, the subcommittee prepared a report entitled 
“Policies of American Society of Composers, Authors, and Pub- 
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lishers.” That report received not only the unanimous approval of 
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Subcommittee No. 5 but also the unanimous approval of the full com- 
mittee. It was submitted to the House of Representatives on May 12. 
1958, and ordered printed as House Report No. 1710, 85th Congress. 

The subcommittee found that the problems presented to it regard- 
ing the organization and operations of ASCAP had been directly or 
indirectly dealt with in the judgment entered by the United States 
District Court for the Southern District of New York on March 14, 
1950, in United States v. American Society of Composers, Authors, 
and Publishers, et al. The decree entered in that matter was repro- 
duced as an appendix in House Report No. 1710. 

Additionally, the subcommittee made the following findings: 

ASCAP is an unincorporated voluntary association of composers, 
authors, and publishers of music. It has a current membership, in 
round figures, of 4,000 author and composer members and 1,000 pub- 
lisher members. Members assign on a nonexclusive basis the so- 
called small performing rights under their copyrights to ASCAP 
which, in turn, is engaged in granting nonexclusive licenses for the 
nondramatic public performance of the works of its members, in the 
collection of royalties from licensees, and the allocation and distribu- 
tion among its members of the royalties collected. Substantially all 
developed countries in the world have performing rights societies 
which carry out functions in their respective countries similar to 
those performed by ASCAP. Even the witnesses who challenged 
most sharply various policies of ASCAP asserted the absolute neces- 
sity for the continued existence of such an organization. 

As presently organized, the government of ASCAP and the man- 
agement of its affairs are vested in a board of directors composed of 12 
writer members and 12 publisher members elected by the membership. 
In such elections, each writer member has 1 vote for each $20 of do- 
mestic royalties paid to him during the preceding year by ASCAP 
and each publisher member has 1 vote for each $500 such payments 
to him, but no member has less than 1 vote. After the payment of 
expenses, the royalties collected by ASCAP are divided 50 percent 
to publisher and 50 percent to writer members. The formula for dis- 
tribution of the writers’ share among the individual writer members 
is determined by the writers’ classification committee consisting of the 
12 writer members of the board of directors. Similarly, the formula 
for distribution of the publishers’ share amon individoal publisher 
members is determined by the publishers’ classification committee con- 
sisting of the 12 publisher members of the board of directors. 

In 1957, after payment of expenses, the royalty revenue of ASCAP 
appropriated for distribution to members amounted to $20,684,736 
and $10,342,368 was distributed among writer members and an equal 
amount among publisher members. Of these amounts a total of 
$6,165,792 was received by the 12 publisher members of the board 
and $249,620 by the 12 writer members of the board. 

The 50 percent of ASCAP revenue to be distributed among writers 
is first divided into 4 separate funds: 20 percent is placed in a “cur- 
rent performance fund,” 30 percent in a “sustained performance 
fund,” 30 percent in an “availability fund,” and 20 percent in an “ac- 
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cumulated earnings fund.” A different formula is applied in deter- 
mining the amount an individual writer member will receive from 
each of these funds. 

Similarly, the share of publisher members is first divided into 3 
separate funds: 55 percent is placed in a “current performance fund,” 
30 percent in an “availability fund,” and 15 percent in a “seniority 
fund.” Likewise, a different formula is applied to determine the 
amount an individual publisher member will receive from each of 
these funds. 

There was agreement in the testimony before the subcommittee that 
the distribution plans were complicated, and difficult*to understand 
and apply. The plan of writer distribution dated December 27, 1957, 
and currently in effect, requires 8 pages for statement, followed by 7 
pages of explanatory notes. 


Conclusions and recommendations 


On the basis of the evidence before it and the committee’s considera- 
tion of it, only a very limited summary of which was included in its 
report, the subcommittee stated that it was satisfied that the facts 
eae raised serious problems of proper concern to the House 
Small Business Committee. 

Some of those serious questions which were presented by the facts 
of record were discussed in executive session with officials of the Anti- 
trust Division of the Department of Justice. Following those dis- 
cussions, the Department of Justice was furnished with a transcript 
of the testimony taken before the subcommittee. Also, the Department 
of Justice was advised that other information and data available to 
the committee would be made available to the Department. 

Subcommittee No. 5 reported that it is of the view that remedies for 
the more important problems disclosed by the hearings may be avail- 
able through appropriate action by the Department of Justice. There- 
fore, the recommendation was made that the Department of Justice 
review the testimony and other evidence presented to the committee 
and, to the fullest extent consistent with law, take such action as may 
be required to effectuate the terms and spirit of the consent decree 
of March 14, 1950. 

The Department of Justice took this matter under consideration 
promptly upon receiving the record of the hearings from the commit- 
tee, and has worked actively on it from time to time with the view in 
mind of taking appropriate action. 

The record of the hearings and the committee report were trans- 
mitted to the Department of Justice on May 16, 1958. As indicated 
above, the committee was given to understand that the Department 
undertook immediately the task of examining this material. In due 
course, the Department opened negotiations with counsel for ASCAP 
in order to learn whether litigation could be avoided by obtaining 
a new consent decree that would remedy those conditions revealed 
by the subcommittee. These negotiations with attorneys for ASCAP 
opened in June 1958, but, as this report goes to press in January—7 
months later—no agreement to accept the proposed decree has been 
obtained from ASCAP. Neither has any action been filed by the 
Department of Justice in the United States district court to litigate 
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the issue. The committee is unable to understand why such unpro- 
ductive action should be tolerated by the Department. If, as indi- 
cated, the Department has convinced itself that corrective action is 
called for, it would seem to follow that such action should be taken 
seasonably. We believe that the delay in bringing this matter to a 
head is inexcusable. 





CHAPTER XV. SMALL-BUSINESS PROBLEMS IN THE 
POULTRY INDUSTRY 


Statement of the problem 

Subcommittee No. 6, under the chairmanship of Representative 
Charles H. Brown, is charged with the responsibility of investigating 
and studying the problems of small business in the food industry. 
Other members of this subcommittee are Representatives Joe L. Evins, 
James Roosevelt, William M. McCulloch, and Timothy P. Sheehan. 

Almost at the beginning of the 85th Congress, the attention of the 
subcommittee was focused upon the poultry industry because many 
complaints had been received from small-business members of that 
industry. These complaints reported that the current rate of produc- 
tion was considerably in excess of demand, thereby forcing prices to 
decline severly. Moreover, they asserted that the situation was aggra- 
vated because of the application of unfair tactics and practices by some 
of the members of the industry and because of the increased applica- 
tion of the “contract growing” method of operation. Many of the 
smaller members of the industry believed that, in order to remain in 
business, they would have to become integrated or give up their inde- 
pendence and become a contract grower for some feed mill. 

In 1920, poultry was raised on more than 5,800,000 farms, or about 
90 percent of all the farms in the United States. At that time, a great 
majority of the farmers raising and selling poultry were doing so as 
independent business enterprises. Of course, at that time farm poultry 
enterprises were almost entirely sideline operations—the commercial 
broiler industry had not yet been born. 

Today, more than 90 percent of the poultry broilers grown in this 
country are grown under contract (mostly on a fixed-fee, piecework- 
wage basis). The supercontractors (feed manufacturers or dealers, 
hatchery owners, and processing plant owners) are primarily the pol- 
icymakers in the modern broiler industry. Thus, concentration and 
integration in the poultry industry has grown. 

Overproduction has contributed to the growth of concentration 
and integration in this industry. Frequently the overproduction has 
arisen when some of the larger operators in the industry disregarded 
known supply-and-demand factors. A representative of one of the 
smaller feed companies, in testifying about this problem, stated the 
view that, in the end, Government controls can be expected when sup- 
ply-and-demand factors are not allowed to function in‘the market. 
Then he stated : 


Any program which would tend to encourage further pro- 
duction inconsistent with consumer demand would appear to 
be detrimental to all segments of the industry. 


Representative William M. McCulloch, a member of the subcom- 
mittee, complimented the witness on that portion of his testimony 
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and expressed the hope that the boards of directors of feed mills all 


over the United States would give it attention and careful considera- 
tion. 


The committee considered the problem 


Subcommittee No. 6 became impressed by the complaints received 
from various members of the industry and held a series of hearings 
during the months of May, July, and August 1957. The testimony 
and evidence introduced at these hearings traced the economic evolu- 
tion of the industry, described the factors and circumstances that 
brought it about, and portrayed rather clearly the seriousness of the 
situation confronting the small-business members of that industry. 

The hearings were characterized by excellent cooperation upon the 
part of the representatives of those companies operating at various 
levels in the industry including growers, hatcheries, processors, dis- 
tributors, feed mills, ete. In this connection, Subcommittee Chair- 
man Brown thanked the members of the industry for their help and 
acknowledged that due to their cooperation the subcommittee was 
able to develop a valuable record respecting conditions existing in 
this “new” industry. 


The subcommittee reports on the problem 


Following the hearings, the subcommittee prepared and unani- 
mously approved a report which analyzed fully the problems con- 
fronting the small-business members of this industry. It contained 
the following findings and conclusions: 


1. The subcommittee finds that “contract growing” and “inte- 
gration” raise serious questions affecting the national 
interest 

Just how far a single ownership should go in owning and 
controlling all functions of an industry from the original 
raw product to placing it in the hands of the consumer is a 
question that has interested our Government since the turn of 
the 20th century. 

Carried to its ultimate potential, widespread complete in- 
tegration of manufacturing, processing, and distribution 
could turn the business community into one of a few em- 
ployers and a nation of employees. 

Anyone who believes in small business and the right of 
every American to own his own business and be his own boss 
could not look with favor on excessive concentration of indus- 
trial control in the broiler industry. 

In some industries, large concerns are essential because in- 
dustrial effectiveness requires tremendous outlays of capital, 
comprehensive research facilities, and sizable administrative 
organizations. 

However, the subcommittee is of the firm opinion that the 
broiler industry is an industry where small business can per- 
form any necessary function as efficiently as a giant concern. 

Normal capital requirements are well within the small 
business range. Production units are separate and decen- 
tralized. Small business played a significant part in build- 
ing the broiler industry and should be permitted to stay in 
the industry as independent business entities. 
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The subcommittee finds that certain integration practices 
in the broiler industry possibly may be in violation of exist- 
ing antitrust laws. 

A complaint to the committee raises the question : Is it dis- 
criminatory pricing when a feed manufacturer sells his feed 
to one broiler grower (a franchised feed dealer) at a whole- 
sale price but insists that another broiler grower (a farmer) 
pay a higher price? 

Another complaint to the committee asks: When a person 
is hired by a manufacturer or the manufacturer’s local agent 
to grow broilers in a building leased by the manufacturer, is 
not this person just as much an employee of the manufacturer 
as an individual who drives a truck or sits behind a desk at 
the manufacturer’s home plant ? 


2. Traceable Government financing of broiler houses 
amounted to about 5 percent of total production expan- 
sion tn the period 1953-56 

The charge was made to the subcommittee that Govern- 
ment agencies were responsible for the vast expansion of 
broiler production in recent years. 

Based on reports of the Federal Housing Administration, 
the Farmers’ Home Administration and other Federal lend- 


ing agencies involved, the subcommittee compiled the follow- 
ing information: 














Increase in | Increase | 
| numberof | traceable to Increase 
Year | broilers Farmers’ | traceable to 
raised Home Ad- FHA title I 
| | ministration 
1954 over 1953_. okt detbadindeg ibd mca 99, 000, 000 | 895, 950 2, 000, 000 
1955 over 1954. scenes tnisdt git’ 44,000, 000 | 1, 508, 780 2, 300, 000 
| | 1 +534, 950 2 +2, 000, 000 
1956 over 1955...........-.. ; 34hibabe | 253, 000, 000 487, 800 5, 700, 000 
3 +895,930 |  * +2, 300, 000 
| 1 §34, 950 2 +2, 000, 000 
Total. beh Sr saanase| #306, 000,000 | 6 4, 858, 350 7 16, 300, 000 








1 Carryover new production resulting from broiler housing built 1954, assuming houses’ 
capacity utilized fully in subsequent years. 
2 Carryover 1954. 


8’ Carryover housing built 1955, assuming full utilization subsequent year. 
4 Carryover 1955. 

5 100 percent. 

® 1.2 percent. 

7 4.1 percent. 


While it is obvious that Government money (loans) ac- 
counted for only a fraction of the total new production, Sen- 
ator John J. Williams, of Delaware, had an excellent point 
when he said he was “amazed to find Government money 
pouring into an overexpanded industry, in contradiction of 
an announced departmental policy.” 

The subcommittee suggests, however, that there should be 
a delineation between “construction” loans and “operating” 
loans. Government money for broiler “factory” construction 
when such construction is inadvisable is contrary to the best 
interests of the broiler industry; but well-supported produc- 
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tion loans for supply needs do not actually increase broiler 
production. If the “factory” owner does not get a Govern- 
ment loan, he can certainly get credit from suppliers. This 
raises the question: Is it better for him to borrow from a 
Government agency and buy his supplies at competitve prices 
or go in debt to Sausipiiens | 2 

The subcommittee adheres to the principle that sound credit 
is always desirable whatever the source. However, credit 
which by its very nature permits control of the borrower and 
the loss of his business independence is certainly unsound 
credit in the accepted sense. 

Thus the independent broiler grower, who because of in- 
dustry practices finds himself in a position where his only 
recourse is through his giant supplier, certainly loses his in- 
dependence. This the subcommittee believes is detrimental 
not only to the individual but to the broiler industry and our 
totaleconomy. The subcommittee also believes that excessive 
credit which has the effect of producing beyond market de- 
mand—hence, beyond consumer demand—is detrimental to 
our economy. This has been the case in the broiler industry 
and is particularly applicable to the contract-growing phase 
of the industry. 


On the basis of those findings and conclusions, the subcommittee 
made the following suggestions and recommendations: 


The subcommittee feels that there is substantial merit in 
the following suggestions which have been submitted to the 
subcommittee by industry representatives : 

1. That the broiler industry attempt to formulate a pro- 
gram for orderly production and marketing. 

2. That the broiler industry and the Federal Government 
work together to utilize some of its temporary overproduc- 
tion for a “sampling” operation in selected foreign countries, 
to help stimulate foreign acceptance of American broiler 
meat, and to improve the Nation’s foreign relations. 

3. That the broiler industry and the United States Depart- 
ment of Agriculture cooperate in promptly furnishing all 
broiler producers and breeder-flock owners with dependable 
statistical information on seasonal variation in demand for 
broiler meat. 

4. That so long as there is contract growing the broiler 
industry take ee steps to improve and standardize 
contract policies: (@) agreements clearly indicate the portion 
of the fee that covers leasing of the broiler house and the 
portion covering payments for service; (b) agreements pro- 
vide for leasing the broiler house for at least a full 12-months’ 
period so that contractors may adjust production for all 
winter marketings without fear of losing the grower to a 
competitor. 

The subcommittee suggests that any contract form designed 
for general adaptability to the growing of broilers should 
contain ethical standards for the conduct of all factors in the 
industry. In a sense, a standard contract applicable to the 
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growing of broilers should be utilized, not only as a contract 
between the grower and his principal but also as a statement 
of fair and equitable practices for the entire broiler industry. 
The subcommittee further suggests that if representatives 
from 4 or 5 of the principal growing areas, such as Connect- 
icut, Delmarva, Arkansas, and Georgia areas, could sit down 
together with the firm purpose of eradicating the unwhole- 
some practices in the industry, the entire industry would soon 
follow their lead. 

The subcommittee feels that the solution of many of the 
problems now besetting the broiler industry is within the 
purview of the industry itself. A standard growing contract 
so drawn that it will have general acceptability throughout 
the industry would undoubtedly provide a measure of indus- 
trial statesmanship which has been lacking in the industry. 

5. Broiler chick hatcheries—with the assistance of the 
United States Department of Agriculture where appropri- 
ate should establish minimum standards on size of hatching 
eggs during any given period (i. e., a general standard of 
22 to 24 ounce eggs, reducible, if necessary, to meet a condi- 
tion of heavy demand for chicks). 

6. That the broiler industry seek assistance from the 
United States Department of Agriculture to find methods 
whereby dressed-bird market quotations will reflect supply. 
demand conditions. (Whether it is done by a privately 
operated commodity exchange, by daily or hourly teletype 
communication among processors, or by the USDA’s market 
reporting service, more accurate and more up-to-the-minute 
information on dressed-bird prices is essential for a healthy 
broiler industry.) 

The subcommittee did not rest upon mere suggestions and recom- 
mendations. On the basis of its findings, it also took the following 
actions: 


1. The subcommittee’s first action was to sit down with 
representatives of the leading primary breeder hatcheries 
to encourage voluntary adjustment of baby chick supplies. 
An executive session hearing was held in Washington, 
August 1, 1957. 

All concerned were eager to cooperate and exchanged in- 
formation and suggestions freely ; but because of the highly 
competitive nature of the breeder hatchery business, it be- 
came obvious that voluntary adjustments in broiler chick 
production are extremely difficult. 

2. Simultaneously, the subcommittee contacted leading 
feed manufacturers, urging them to take aggressive steps to 
adjust broiler supply to demand. 

The American Feed Manufacturers Association contacted 
its members in July 1957, urging a slowdown in expansion 
of broiler plants. Several leading feed manufacturers vol- 
untarily instituted a national campaign for supply adjust- 
ments and cutbacks in the fall of 1957, and it is the opinion 
of the committee that this voluntary effort was a healthy in- 
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fluence in the broiler industry picture in the first half of 
1958. 

3. A complete transcript of the hearings and this report 
have been forwarded to the Department of Justice with a re- 
quest that the Department study “integration” practices now 
existing in the poultry industry and report back to the com- 
mittee its views on the legality of such practices under exist- 
ing antitrust laws. 

4, A complete transcript of the hearings and this report 
have been forwarded to the House Committee on Agricul- 
ture and the Senate Committee on Agriculture and Forestry 
with a request that hearings be scheduled as soon as possible 
on any pending legislation that might tend to help the poul- 
try industry “achieve some degree of stability * * * so 
that those who produce and market poultry can enjoy a good 
living.” 



















CHAPTER XVI. INVESTIGATION OF COMPLAINTS OF 
SMALL- AND INDEPENDENT-BUSINESS MEN OPERAT- 
ING SIGHTSEEING BUSINESSES IN THE DISTRICT OF 

COLUMBIA 


The problem 


Throughout the period from November 1956 to May 12, 1958, com- 
plaints were made to the chairman of the House Small Business Com- 
mittee by operators of sightseeing businesses in the District of Colum- 
bia, Virginia, and Maryland. These complaints came from the small- 
est to the largest of the independent businessmen engaged in the 
sightseeing and charter business. For example, one of the complaints 
came from the president of Federal Sightseeing Tours, Inc., Wash- 
ington, D. C. That company is so small and rae so few sight- 
seeing vehicles that the president serves as a driver of one of the 
company’s sightseeing buses. 

The complaints were to the effect that D. C. Transit System, Inc., 
was using the vast resources of its mass-transportation system to com- 
pete unfairly with the small and independent operators of sightseein 
and charter businesses. In that connection, the complainants alleged 
that D. C. Transit System, Inc., was operating its sightseeing and 
charter business at a lea It was further alleged in the complaints 
that those losses were made up by D. C. Transit from the revenues it 
received from its mass-transportation business, and that such sub- 
sidization of sightseeing operations was made possible in part by 
virtue of the exemption D. C. Transit enjoyed from paying the motor- 
vehicle fuel tax. 


The problem was considered 


The chairman of the House Small Business Committee studied 
these complaints, following which he advised the complainants that 
he would request the chairman of the Committee on the District of 
Columbia of the House of Representatives to consider the matter. 
After discussions between the chairman of the House Small Business 
Committee and the chairman of the House Committee on the District 
of Columbia about this problem, the latter advised that the Com- 
mittee on the District of Columbia would defer to the House Small 
Business Committee in the consideration of the matter, since it was 
primarily a small-business problem. 

At this junction, the chairman of the House Small Business Com- 
mittee directed inquiries to the Board of Commissioners of the Dis- 
trict of Columbia and to officials of the D. C. Transit System, Inc., 
for advice about prospects for removal of the cause or causes of the 
complaints of the small- and independent-business men against the 
D. é Transit System, Inc. Those inquiries were made on April 21, 
22, and 23,1958. Replies to them prompted the chairman to announce 
that it appeared unlikely to him that the government of the District 
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of Columbia or that the officials of the D. C. Transit System, Inc., 
would act to clear up or remove the problem alleged by the small- 
and independent-business men to exist. Therefore, he directed that 
preparations proceed for public hearings commencing May 12, 1958. 
Hearings were held on that date and on May 16 and 19, 1958. At 
these hearings, the chairman presided. The witnesses included the 
President and other Commissioners of the Board of Commissioners 
of the District of Columbia, the Chairman and the members of the 
Public Utilities Commission of the District of Columbia, the Chief 
Accountant of the Public Utilities Commission of the District of 
Columbia, a large number of the complaining small- and independent- 
business men operating sightseeing and charter businesses in the Dis- 
trict of Columbia, Virginia, and Maryland, and officials of the D. C. 
Transit System, Inc., including its president, Mr. O. Roy Chalk. 

The record thus made by this large array of witnesses included 
testimony and documentary evidence regarding the history and back- 
ground of the sightseeing business in the District of Columbia. This 
included a showing that it has, down through the years, been a pri- 
vately owned, operated, and competitive enterprise. The record traces 
the course of events upon the advent of the D. C. Transit System, 
Inc., in 1956. Facts relating to revenues, profits, and losses of the 
D. C. Transit System on its charter and sightseeing operations are 
clearly set forth in this record. 


Reports on the problem 


Eight members of the House Small Business Committee, including 
Representatives Abraham J. Multer, Sidney R. Yates, William S. 
Hill, R. Walter Riehlman, Horace Seely-Brown, Jr., William M. Me- 
Culloch, Timothy P. Sheehan, and Arch A. Moore, Jr., submitted 
a report on “Complaints of Small- and Independent-Business Men 
Operating Sightseeing Businesses in the District of Columbia” to the 
chairman of the committee and requested that he transmit the same 
to the House of Representatives as the report of the committee. The 
chairman submitted that report on August 20, 1958, and it was ordered 
to be printed as House Report No. 2681, 85th Congress. That report 
was to the following effect : 


As members of the Select Committee on Small Business, 
we are concerned with all aspects of business and government 
which affect the health and welfare of small business insti- 
tutions. We are deeply concerned with any situation in gov- 
ernment or business which lessens competitive opportunities 
for small business. We believe that it is our duty when in- 
justices are directed to our attention to find corrective action. 

At the same time, congressional committee investigations 
and hearings are not intended to be adversary proceedings 
and we seek to prevent our hearings from taking on that com- 
plexion. 

Our committee should lean over backward so as to avoid 
even a semblance of partisanship. We should try to get the 
facts and on the basis thereof recommend changes or remedies 
where called for. 

Similarly, we respect the jurisdiction of other committees 
and of all Government agencies. We are not authorized to 
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nor do we attempt to substitute our judgment for that of other 
governmental bodies. We do and will criticize their mistakes, 
as We give approval when that is called for. 

The committee, with the acquiesence of the Honorable John 
McMillan, chairman of the Committee on the District of Co- 
lumbia, conducted some brief hearings in connection with the 
operetion of the sightseeing business in and about the District 
of Columbia. 

These matters have had the attention of congressional legis- 
lative committees and other bodies for many years. 

The subject matter properly falls within the jurisdiction 
of Committees on the District of Columbia, Interstate and 
Foreign Commerce, and Government Operations, as well as 
the Commissioners of the District of Columbia, the Public 
Utility Commission of the District of Columbia, the Inter- 
state Commerce Commission, and the Federal Trade Com- 
mission. Presently studying these and other problems are 
the Joint Congressional Committee on Washington and 
Metropolitan Problems set up under House Concurrent Reso- 
lution 172 of 1958, the Regional Council established pursuant 
to Public Law 592 of 1952, and an unofficial body set up in 
1957 as the Metropolitan Council, consisting of officials rep- 
resenting Maryland, Virginia, and the District of Columbia. 

The Public Utilities Commission is presently conducting 
hearings at which testimony has been or will be adduced from 
witnesses who have been heard by our committee on the iden- 
tical matters. 

Public Law 757 of the 84th Congress granted an exclusive 
franchise for public transportation in the District of Colum- 
bia to the D. C. Transit System, Inc. This legislation re- 
sulted from a grave emergency caused by an almost complete 
collapse of public transportation facilities in the Nation’s 
Capital. The enactment of the law was the result of long and 
tedious negotiations and hearings and a complete discussion 
of all the problems both in and out of Congress. 

The franchise contains many privileges and imposes many 
obligations, including permission to operate chartering and 
sightseeing services. In order to assure a reasonable profit 
at a reasonable rate of fare, the franchise contained certain 
tax concessions. 

It is not for our committee to criticize or find fault with the 
law which granted the franchise. If that law is to be changed 
at all it can be done only as the result of negotiation with the 
holder of the franchise or by the exercise of governmental 
power in accordance with the due-process clause of the Con- 
stitution. 

Suffice it to say that all concerned, and particularly those 
who would now complain about the franchise or its terms, 
had a right to be heard, and all those who desired to were 
heard, prior to the granting of the franchise. 

Public utilities are by the very nature of the service 
rendered local monopolies subject to strict statutory regula- 
tion. In the United States, supervision of privately owned 
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public utility organizations through governmental commis- 
sions and agencies has for the most part proved to be in the 
interest of the ultimate consumer. The alternative is for 
political subdivisions to own and operate public utilities, and, 
in fact, in many instances because of local conditions or the 
failure of a privately owned public utility to render adequate 
service, this course faa been found to be the only expedient. 

The Congress established for the District of Columbia a 
Public Utilities Commission with the usual grant of powers 
to regulate privately owned public utilities under charters 
granted by the Congress. 

At the time of our hearings on the complaints of the sight- 
seeing companies operating in the District and in the adjoin- 
ing States of Maryland and Virginia, the Public Utilities 
Commission was considering an informal application, which 
has since been formalized, of the D. C. Transit System for 
certain increased bus and streetcar rates. That Commission 
also was considering other matters concerning the D. C. 
Transit System, Inc. 

The facts made available to this committee indicate that the 
principal complainant is the Gray Lines, Inc. 

Without probing into its motives, we cannot overlook the 
fact that any complete antitrust investigation of this problem 
will require a full inquiry about all of the activities of that 
complainant, who then might find itself in the category of a 
defendant rather than a complainant. 

Gray Lines, Inc., is the largest of the sightseeing and bus 
chartering services in the District of Columbia when measured 
by volume of business derived from those services. No other 
operator has as far-flung associations and affiliations throuch- 
out the country. No other has as many hotels in or out of the 
District tied up by exclusive contracts. Gray Lines, Inc., 
alone controls almost 12.000 hotel rooms in the District. Its 
nearest competitor, the D. C. Transit System, Inc., controls 
less than 1,500. 

Gray Lines, Inc., complains that D. C. Transit System, Inc., 
should confine itself to mass transportation. At the same 
time, its financial statements filed with the Interstate Com- 
merce Commission show that its income from sources other 
than its principal operation, sightseeing, increased from 1956 
to 1957 from 5 to 10 percent of its gross income. This “other 
income” exceeded $105,000 in 1957. A thorough study of 
this matter by the appropriate governmental body should en- 
compass inquiry into that situation. 

e D. C. Transit System, Inc., charged under oath before 
the Public Utilities Commission (exhibit G before our com- 
mittee) that Gray Lines, Inc., has been attempting to force a 
sale of its business to D. C. Transit. "While Gray Lines, Inc.., 
has denied the charge, it has not accepted the challenge of 
D. C. Transit System, Inc., to do so under oath. 

Without attempting to decide that issue, we do find that the 
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Gray Lines financial statements to the Interstate Commerce 
Commission show the following: 

In 1954, Gray Lines had a profit of $22,580. In 1955 
it had a loss of $38,111; in 1956 it had a loss of $29,660. 
In 1957 it had a profit of $7,061. 

D. C. Transit received its franchise and began opera- 
tion in 1956. 

Despite the picture of profits and losses presented by its 
statements just mentioned, the gross income of Gray 
Lines, Inc., increased in each of the years 1954, 1955, 
1956, and 1957. The increase in 1957 over 1956 was al- 
most exactly the same as it was in the prior year. 

It is clear, of course, that the Congress had no intention of 
granting exclusive rights to the D. C. Transit System, Inc., 
except in the business of transporting persons by bus and 
streetcar over regularly scheduled routes within the District 
of Columbia and contiguous territory in Maryland and Vir- 

inia. 
' The franchise states : 

“That nothing in this section shall be construed to exempt 
the corporation from any law or ordinance of the Common- 
wealth of Virginia or the State of Maryland or any political 
subdivision of such Commonwealth or State, or of any rule, 
regulation, or order issued under the authority of any such 
law or ordinance, or from applicable provisions of the Inter- 
state Commerce Act and rules and regulations prescribed 
thereunder.” 

The franchise includes a permissive grant for the opera- 
tion of charter and signtnening services which are subject to 
regulation by the Public Utilities Commission under existing 
law (sec. 6, Public Law 757, 84th Cong:). The Public Util- 
ties Commission has the power to establish rates for sight- 
seeing service within the District of Columbia. Section 6 
of the charter of D. C. Transit System, Inc., states: 

“The corporation is hereby authorized and empowered to 
engage in special charter or sightseeing services subject to 
compliance with applicable laws, rules, and regulations of the 
District of Columbia and of the municipalities or political 
subdivisions of the States in which such service is to be per- 
formed, and with applicable provisions of the Interstae Com- 
merce Act and rules and regulations prescribed thereunder.” 

Therefore, it is equally clear that the Board of Commis- 
sioners and the Public Utilities Commission of the District 
of Columbia have full authority to regulate the charter and 
sightseeing business of the D. C. Transit System, Inc., as well 
as the charter and sightseeing services of all others engaged 
in such business within the District of Columbia. Moreover, 
interstate charter and sightseeing services originating in the 
District of Columbia are not ane subject to the laws, rules, 
and regulations of the District but also subject to the laws, 
rules, and regulations of the several States as well as the 
Interstate Commerce Act. 
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If, over the years, the officials of the District government 
have not found it either necessary or expedient to fully regu- 
late charter and sightseeing services within the District of 
Columbia, there must have been valid reasons for failure to 
act within the fullest extent of the authority granted by the 
Congress to the District government. Perhaps over the years 
there have been no complaints. This fact, however, does not 
preclude the possibility that insofar as the sightseeing public 
was concerned the charges for sightseeing trips were not based 
on “all the traffic would bear.” 

The active and aggressive entry of the D. C. Transit Sys- 
tem into the charter and sightseeing fields has served to 
spotlight the tremendous possibilities of the sightseeing 
business. A good proportion of the sightseeing business 
originating in the District of Columbia becomes interstate 
traffic to many points in Maryland and Virginia. Many of 
those engaged in sightseeing operations have business con- 
nections throughout the entire country. 

Visitors to the Nation’s Capital such as schoolchildren, 
tourists, participants in conventions, and other groups avail 
themselves of the services of sightseeing companies in many 
different capacities. The business of chartering and sight- 
seeing is a more considerable operation than merely hauling 
passengers from one point of interest to another. It in- 
cludes guide service, hotel arangements, and other services 
not fully developed in the committee’s hearings. 

The answers of the President of the Board of Commis- 
sioners to questions propounded by Mr. Multer regarding 
the monopolistic aspects of the sightseeing business in the 
District of Columbia remove any doubt whatsoever that the 
officials of the District government have ample legal author- 
ity to regulate companies engaged in charter and sightseeing 
operations in the District of Columbia and that they will 
act promptly when convinced that the facts and circumstances 
require action. 

The D. C. Transit System has voluntarily agreed to limit 
its tax advantages as granted by its charter so that it will not 
be in a better or stronger competitive position than the truly 
small-business concern in the sightseeing and charter business. 

That action by D. C. Transit System gives emphasis to 
the good faith of its officials, who told us that they are gen- 
uinely interested in helping small business to thrive and 
prosper in our free-enterprise system. 

We cannot help but comment, however, that although the 
burden of the complaint against D. C. Transit System, Inc., 
was its apparent tax advantage, this tax is a very small part of 
the cost of the operation of a sightseeing or charter service. 
It can hardly make a real difference in the competition be- 
tween those in this business. 

For instance, Gray Lines’ license fees, taxes, including 
gasoline tax but excluding income tax for the year 1957, was 
only $48,054 out of a total income of $1,285,901. D. C. 
Transit System, with all its tax advantages, paid in the same 
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year gross license fees and taxes of $364,270. The gasoline 
tax is an infinitesimal part of the cost of operation of this 
business. 

The difference between D. C. Transit System’s successful 
low bid for a Government bus charter and that of the next 
low bidder, A. B. & W. Transit Co., was only $810.26. The 
bids were $41,099.74 and $41,910, respectively. The tax 
advantage can hardly account for the difference. 

We believe we should not participate in investigations and 
hearings in any field which is under study before a commission 
ora court. We agree with the provision in House Resolution 
56 of the 85th Congress creating the Select Committee on 
Small Business that “The committee shall not invade any 
subject matter under active investigation by any standing 
committee of the House.” We are also persuaded that we 
should refrain from tangential excursions of inquiry which 
may indicate what we think decisions should be by Govern- 
ment agencies. Such digression serves only to becloud the 
issues and detracts from the value of our efforts to secure 
remedial action for the complainants—the small-business con- 
cerns we hope to assist. 

Conclusions 
We conclude that— 

1. The protection of the small-business organizations en- 
gaged in charter and sightseeing services within the District 
of Columbia from unfair or monopolistic practices from any 
source is incumbent on the District as well as the Federal 
Government. 

2. The small- and independent-business men operating 
sightseeing buses in the District of Columbia should not only 
be in a competitive position with the D. C. Transit System 
in sightseeing and chartering services but also under appli- 
cable laws be kept in a competitive position with their other 
larger and stronger competitors. 

3. The government of the District of Columbia through its 
Board of Commissioners and Public Utilities Commission 
has ample authority to regulate and to establish rates which 
will permit the smaller business enterprises engaged in char- 
ter and sightseeing services within the District of Columbia 
to enjoy competitive conditions which will enable them to 
prosper in the future as they have in the past. 

4. For competitive aspects of and the rates charged for 
interstate service are important in assessing allegations con- 
cerning monopoly and unfair practices. However, this com- 
mittee should not under existing circumstances undertake the 
task of developing all the missing facts which were not 
brought out in our hearings with respect to interstate charter 
and sightseeing services originating in the District of Colum- 
bia. This is the task of the duly constituted agencies of the 
Federal and District Governments. 
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Recommendations 
We recommend that— 


Representative Wright Patman, chairman of the House Small 
Business Committee, prepared a report which he considered reflected 
the record regarding the complaints of small- and independent- 
business men operating sightseeing businesses in the District of 
He utilized that report as a statement of his views on 
the problem. Mr. Patman submitted a statement of his views to 
the Honorable John L. McMillan, chairman of the Committee on the 


Columbia. 


1. The Public Utilities Commission of the District of Co- 
lumbia proceed to study the problems and with all possible 
dispatch to establish within its authority such regulations 
as may be necessary to assure fair competition in the charter 
and sightseeing service industry, including rates and charges 
for such services, with due attention to the legality or illegal- 
ity of exclusive contracts with hotels and others. 

2. The Board of Commissioners of the District of Colum- 
bia also study the problems and recommend to the Congress 
of the United States any additional legislation which they 
deem to be necessary to assure the prevention of unfair trade 
practices, the lessening of competition, or the creation of a 
monopoly in the charter and sightseeing industry within the 
District of Columbia. 


District of Columbia, House of Se 


In his statement, Mr. P: 





The D. C. Transit isla? Inc., is a corporation of the 
District of Columbia. It was created in 1956 to receive a 
franchise and to operate a mass-transportation system of 
passengers for hire within the District of Columbia and 
points within the area commonly referred to as the Washing- 
ton metropolitan area. 

The D. C. Transit System, Inc., is owned by the Trans- 
Caribbean Airways. In addition to the D. C. Transit Sys- 
tem, Inc., the Trans-Caribbean Airways owns and controls 
Transportation Corporation of America (incorporated under 
the laws of Delaware, November 9, 1956). In fact, the latter 
is a wholly owned subsidiary of the Trans-Caribbean Air- 
ways. Transportation Corporation of America, in turn, 
owns and controls a subsidiary corporation known as White 
Motor Co. (a sales organization presently engaged in han- 
dling sales of trucks and parts to the D. C. Transit System, 
Inc.). Mr. O. Roy Chalk, of New York, N. Y., and Wash- 
ington, D. C., owns and controls approximately 70 percent of 
the capital stock of Trans-Caribbean Airways. 

The franchise for the D. C. Transit System, Inc., to 
operate a mass-transportation system of passengers for hire 
within the District of Columbia and the Washington metro- 
politan area was provided in Public Law 757, enacted in 
Congress and approved July 24, 1956. That enactment was 
emergency legislation. Perhaps it is necessary to under- 
stand some of the factual background in order to understand 
some provisions of this new franchise act. 
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For a period of months before Public Lay 757 was 
approved, July 24, 1956, no system for the mass transporta- 
tion of passengers was operating in the District of Columbia. 
The Capital Transit Co., which had a franchise to operate a 
mass-transportation system of passengers in the District 
of Columbia, had reached a stalemate in negotiations be- 
tween its management and representatives of its employees 
over the terms and conditions of a proposed labor contract. 
In the meantime, a prolonged strike ~ shut down the oper- 
ations of streetcars and buses. The shutdown was of such 
duration that grass and weeds had commenced to grow over 
parts of the routes once traversed by streetcars. Other 
parts of the routes were being used by owners of private 
automobiles for parking in the middle of the streets. 

Congress had struggled with this problem for a long period 
of time. It had under consideration a proposal that there be 
established an agency and instrumentality of the District of 
Columbia with broad powers to do everything necessary in 
order to acquire and operate a mass-transportation system for 
a period of at least 3 years within which the agency and instru- 
mentality, through the powers given it, would sell to any 
private operator found by it to be suitable at any time prior 
to August 15, 1959. The United States Senate approved those 
proposals. The House of Representatives amended the pro- 
posals with provisions designed to keep the transit system 
in the District of Columbia in the hands of private ownershi 
and by extending, with modifications, the franchise which ha 
been held by the Capital Transit Co. The differences between 
the proposals of the Senate and the House made it difficult to 
dispose of the problem. It was known that the adjournment 
of the 2d session of the 84th Congress was drawing near. It 
was clear that some legislation was imperative. Late in its 
consideration of the matter, Mr. Chalk, with his proposal for 
the creation and operation of the D. C. Transit System, Inc. 
appeared before those in Congress considering the matter an 

roposed that Congress grant to the D. C. Transit System, 
ne., a franchise for the purpose of operating a mass-trans- 
pen system of passengers in the District of Columbia. 

e proposed that the franchise for the new company provide 
for privileges not enjoyed by the Capital Transit Co. under 
the expiring franchise. Among those privileges asked was 
exemption from the payment to the District of Columbia of 
motor-vehicle fuel tax. Also, it was proposed that the new 
D. C. Transit System, Inc., specifically be authorized and em- 

owered to engage in special charter and sightseeing services. 

he Congress had little time to consider these matters between 
the date on which they were proposed and the date on which 
action could be taken before adjournment. Therefore, Mr. 
Chalk and his associates, who made the proposals, and Mem- 
bers of the Senate and House of Representatives, as well as 
officials of the District of Columbia, struggled and worked 
long hours in an effort to draft a bill containing a franchise 
that could be agreed upon. Public Law 757 was the result. 
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Public Law 757, in section 9 thereof, contains a provision 
for exempting the D. C. Transit System, Inc., from the pay- 
ment of motor-vehicle fuel taxes to the District of Columbia. 
Also, section 6 of that law contains the following qualified 
provision : 

“The Corporation is hereby authorized and empowered to 
engage in special charter or sightseeing services subject to 
compliance with applicable laws, rules, and regulations of the 
District of Columbia and of the municipalities or political 
subdivisions of the States in which such service is to be per- 
formed, and with applicable provisions of the Interstate Com- 
merce Act and rules and regulations prescribed thereunder.” 
[Emphasis supplied. ] 

It is this latter provision and the situations stemming from 
it with which the remainder of this statement deals. 

It is D. C. Transit’s ability to operate by drawing on its 
transit resources that has tipped the scales. D. C. Transit 
uses its transit buses, operating personnel, and maintenance 
facilities in its competitive charter and sightseeing opera- 
tions. Its independent competitiors must pay for all depre- 
ciation, wage, and parts costs out of charter and sightseeing 
revenues. D.C. Transit can spread these expenses. Further- 
more, this means that D. C. Transit does not even have to 
cover all its charter and sightseeing costs from charter and 
sightseeing revenues. The record awh that it spends large 
sums in advertising and promotion, grants large agency com- 
missions, and reduces rates. The company’s competitive ac- 
tivities are operated at a deficit. The resulting losses in char- 
ter, sightseeing, and limousine service are underwritten by 
dipping into $25 million of annual transit monopoly revenues. 

During the fiscal year ending August 31, 1957, the D. C. 
Transit’s sightseeing revenues were $453,000. Expenses were 
at least $593,000. The loss was not less than $140,000. Mr. 
Falk, Chief Accountant for the Public Utilities Commission, 
tentatively computed these losses as follows: 


D. C. Transit charter and sightseeing loss (year ended Aug. 31, 1957) 


Operating revenues: 
Charter, regular _.. $366, 725 
Government contract service 


Total operating revenues____________-. 


Operating revenue deductions: 
Operaliy. mapeteni 8 i aia ee et ee ie 488, 527 
Depreciation and amortization 12, 002 
I a ee Se 10, 692 


Total operating revenue deductions_____._.__._________ 511, 221 


Net operating income (deficit) (111, 474) 
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Similarly, Mr, Falk estimated losses in limousine services 
as follows: 
D.C. Transit limousine service loss (year ended Aug. 31, 1957) 


Allocation to 
limousine service 


Total operating revenues... 2 =. 2 ae $52, 735 
Operating expetises iis ition cs le eee 107, 239 
Doeprectitiow i sisi dst ielagocli.__.casieempese« 25, 199 
General 1900 nig estilo he hiiiieCincep rtm aaa 1, 713 

Net operating income (deficit) ......_..-___-__-______ (81, 416) 


From these and other facts of record it was shown that 
D. C. Transit operated its charter sightseeing and limousine 
services at a deficit and that these deficits were made up 
from transit revenues. 

The effects of the activities of D. C. Transit System, Inc., 
in operating charter and sightseeing businesses were de- 
scribed by a number of witnesses who testified during the 
course of the committee’s hearings. In that connection it 
is recalled that the President of the Board of Commissioners 
of the District of Columbia described those activities as 
monopolistic and expressed the view that they “will event- 
ually certainly drive competition out of the field.” His 
position in that respect may be said to have been summed up 
in the following testimony : 

“Mr. Brown. Now, these people, these small operators are 
being hurt almost to the point of elimination by a regulated 
monopoly that is not being regulated. Am I right on that? 

“Mr. McLavueuuin. Yes, sir.” 

Although the President of the Board of Commissioners of 
the District of Columbia has stated his view and position that 
D. C. Transit System, Inc., is driving all competition out of 
the field of the charter and sightseeing businesses, he was 
equally emphatic in the statement of his view that Congress 
did not intend through the enactment of Public Law 757 to 
provide for the creation of such monopoly. In that con- 
nection he stated : 

“Well, as I construe the legislation—and I was present at 
most of the drafting parties on it—there was no intention to 
grant a monopoly in the sightseeing business to the new com- 
pany. ‘The new company was to be permitted, as an incident 
to the transit business, to enter in the sightseeing business.” 

To that statement he added : 

“T do not, frankly, believe that the framers of the legisla- 
tion themselves conceived of this business, this sightseeing 
business, as something that would grow and grow, or be ex- 
panded to anything like the extent to which it has been 
expanded.” 

There can be no question about the congressional intent 
and action in authorizing D. C. Transit System, Inc., through 
the provisions of that section of law, to engage in special 
charter and sightseeing services. That point is beyond dis- 
pute. The part of that section of law in dispute is that por- 
tion emphasized through the italic. 
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It appears to be beyond dispute that under existing law 
the Public Utilities Commission of the District of Columbia 
has the authority to require the D. C. Transit System, Inc., 
to account for its revenues and expenses relating to its mass 
transportation business separately from any accounting of its 
revenues and expenditures relating to other businesses, such 
as sightseeing, helicopter, or whatever is involved in the 
carrying of passengers. Therefore, it is not only the duty 
but also it is urgent for the Public Utilities Commission to 
exercise that authority and discharge its responsibilities in 
that respect exhaustively and promptly. 

If necessary, the Public Utilities Commission should re- 
quire D, C. Transit System, Inc., to use separate and distinct 
facilities, personnel, and finances in its businesses other than 
the mass transportation of passengers over fixed routes and 
tixed schedules by transit bus and streetcar if the Commis- 
sion finds that completely accurate segregation of accounting 
for revenues and expenditures in those other businesses can 
be accomplished in no other way. 

Proposals have been made that the Public Utilities Com- 
mission of the District of Columbia undertake to regulate 
fares and rates charged by all operators of charter and sight- 
seeing businesses in the District of Columbia, including the 
charter and sightseeing operations of the D. C. Transit Sys- 
tem, Inc. It is acknowledged that the Public Utilities Com- 
mission has the authority under existing law to do that. 
However, it is rather clear to the committee that such action 
is not a solution to the problem involved in this situation. 
Such regulation could not apply to any of the charter or 
sightseeing operations of the D. C. Transit System, Inc., 
extending across the State lines into Virginia or Maryland. 
Therefore, such regulation would be quite ineffectual on, for 
example, a sightseeing or charter operation between down- 
town Washington, D. C., and Luray Caverns, Va. 


From the facts thus reported by the chairman in his statement to 
the chairman of the Committee on the District of Columbia, the chair- 
man of the House Small Business Committee submitted the following 
conclusions and recommendations: 


Summary conclusions 


1. The charter and sightseeing industries in the District of Colum- 
bia and surrounding areas provide especially important public serv- 
ices that are utilized extensively by the citizens of all of the 48 United 
States. Until the advent of the D. C. Transit System, Inc., these 
services were, and traditionally have been, supplied by small and in- 
dependent businessmen under conditions of full and equal competi- 
tion. 

2. D. C. Transit System, Inc., over the last 2 years has operated its 
charter and sightseeing businesses in such manner that if continued, 
the result will be the elimination of small and independent competi- 
tors. 

3. It has been able to conduct these operations by virtue of extension 
of tax exemptions to its charter and sightseeing operations as a result 











to 
ir- 


ing 


im- 


ted 
ese 

in- 
eti- 


| its 
1ed, 


eti- 


sion 
sult 





FINAL REPORT ON SMALL BUSINESS 183 


of administrative interpretations of the Franchise Act, and by virtue 
of its ability to draw upon the resources of its substantial transit 
monopoly to cover deficits incurred in the competitive areas. 

4. D. é, Transit is carrying on these operations by unfair practices, 
including the operation of its charter and sightseeing business at low 
rates and involving extravagant promotional expenses with resultant 
substantial loss and subsidizing such loss through revenues from a 
regulated monopoly business. 

5. Unless effective relief is forthcoming soon, the independent small 
competitive firms in the charter and sightseeing industries in metro- 
politan Washington will be driven out of business. 

6. In order to avoid subsidization of deficits—dollar for dollar— 
out of District tax revenues, the authorities of the District of Colum- 
bia should reconsider immediately their interpretation of the Fran- 
chise Act which resulted in the extension of tax exemption to charter 
and sightseeing operations of the D. C. Transit System, Inc. 

7. Rate regulation of the charter and sightseeing fares will not pro- 
vide relief in view of the fact that D. C. Transit’s acts and practices 
of unfair competition include unfair activities in interstate com- 
merce and beyond the sweep of rate regulation by the District of 
Columbia. 

8. The most effective relief that could be provided for the small 
and independent charter and sightseeing operators competing with 
D. C. Transit System, Inc., and, indeed, the only action that could be 
taken that would with certainty eliminate the inequities in this com- 
petitive struggle would be the elimination of section 6 from the Fran- 
chise Act (Public Law 757, 84th Cong.). The elimination of section 6 
from the Franchise Act could be accomplished by agreement between 
the Congress and D. C. Transit System, Inc. This is true because the 
Franchise Act is a contract subject to change by agreement of the 
parties thereto. 

Recommendations 

It is recommended : 

1. That officials of the government of the District of Columbia re- 
consider their interpretation of sections 6, 8, and 9 of Public Law 757 
(84th Cong.) relating to the payment of motor vehicle fuel taxes by 
D. C. Transit System, Inc., on fuel used in the operation of charter 
and sightseeing vehicles, and that they reconsider the interpretation 
of said sections as affording exemption from other taxes applicable 
to the corporation’s business of transportation of passengers in buses 
in charter and sightseeing operations. 

2. That the Public Utilities Commission of the District of Columbia 
act to effect a complete and prompt segregation of accounts of revenues 
and expenditures of the D. C. Transit System, Inc., in its operation of 
mass eens of passengers over fixed routes and fixed schedules 
from its charter and sightseeing operations, and the taking of such 
action as would be necessary to insure that the resources, includin 
revenues, expenses, equipment, manpower, and facilities of the D. C. 
Transit System, Inc., incident to its mass transportation of passengers 
over fixed routes and fixed schedules, are not utilized in the conduct 
of any charter or sightseeing operation, and then charged as an ex- 
pense in the conduct of its mass transportation of passengers over 
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fixed routes and fixed schedules in the District of Columbia. If neces- 
sary, the Commission should require D. C. Transit System, Inc., to 
use separate and distinct facilities, personnel, and finances for opera- 
tions other than the mass transportation of passengers over fixed 
routes and fixed schedules by transit bus and streetcar. 

3. Since D. C. Transit System, Inc., petitions Congress from time 
to time for congressional approval of concessions not appearing in 
Public Law 757 of the 84th Congress, the Franchise Act (for example 
it is now seeking subsidization of a portion of the cost of the trans- 
portation of school children, and has also indicated that it desires 
either the elimination or a more liberal provision regarding the re- 
quirement from track removal), it is recommended that Congress act 
upon any of those petitions only after due consideration of the need 
for D. C. Transit System, Inc., to concede and agree to the elimination 
of section 6 of the Franchise Act (Public Law 757, 84th Cong.). 

4. That Congress enact promptly any legislation it finds necessary 
to effectuate the objects of the foregoing recommendations. 


5. That the Public Utilities Commission of the District of Columbia 
and the Antitrust Division, Department of Justice, study the entire 
charter and sightseeing industry in the District of Columbia with the 
view to taking such corrective action as appears to be appropriate in 
the premises. 
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CHAPTER XVII. SUMMARY OF THE WORK OF THE 
COMMITTEE 


General 


In general, the work of the committee falls in three principal 
categories. 


1. Services rendered in the handling of inquiries and com- 
plaints. 


2. Investigations and studies of widely prevalent small-busi- 
ness problems. 


3. Study of legislative proposals for solving small-business 
problems. 


In the preceding chapters of this report, we have discussed the 
work of the committee in each of these categories. Therefore, it is 
the sole purpose of this chapter to bring together in one place a 
listing or summary of the work of the committee in all of these cate- 
gories. Such a listing and summary is presented below. 


Services rendered to the Members of the House in handling of inquiries 
and complaints 

Representatives and owners of small-business firms located through- 
out the country are, for the most part, without knowledge of the 
organization of agencies of the Federal Government having respon- 
sibility respecting small business. Therefore, when these small-busi- 
ness firms want information about what assistance is available to 
them through Government agencies and how to go about contacting 
such agencies, they usually direct their inquiries either to their Repre- 
sentative in the Congress or directly to the House Small Business 
Committee. 

In many instances, these inquiries and complaints have been received 
by Members of the House from small-business firms which alleged that 
they were being mistreated and damaged as a result of trade prac- 
tices used by their large competitors. In other instances, these firms, 
without knowledge of the procedures of the executive agencies respect- 
ing defense contracts or loan applications, became hopelessly tangled 
in redtape. 

The staff of the committee from day to day throughout the 85th 
Congress carried a heavy workload of casework. The term “case- 
work” is used to identify those problems pertaining to small business 
which were referred to the Small Business Committee principally by 
Members of the House. In the handling of each of these day-to-day 
problems, the committee and its staff operated as a service agency 
for the Members. In doing so it served as a special link between 
the Members and parties from whom information was needed. Fre- 

uently the needed factual information was secured from agencies of 
the executive branch of the Government. Occasionally it was ob- 
tained from offices of large corporations. In each instance the com- 
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mittee located the proper source, secured the pertinent data, arranged 
for appropriate neneuienalian of the small-business concern’s problem, 
and thereafter reported to the interested Member. Since the begin- 
ning of the 85th Congress the committee has handled 707 cases from 
235 Members of the House regarding problems of small business, and 
some of them involved such knotty problems as to require the members 
of the staff to devote a a en part of their time in handling them 
to completion. 

In addition to the handling of these cases, thousands of inquiries 
were received requiring response merely by letter or telephone. 


Investigations and studies of widely prevalent small-business problems 
In the earlier chapters of this report, we have discussed the work 
of the committee in investigating, studying, and considering the fol- 
lowing small-business problems: 
1. Financing of small business. 
2. The facts about interlocking directorates. 
3. Alleged monopolistic practices and conditions in the iron 
and steel scrap industry. 
4, Price discrimination in the dairy industry. 
5. Antitrust policies and their relation to small business. 
6. Enforcement of laws affecting small business. 
. The administration of the Small Business Act. 
. Effect of Government procurment policy on small business. 
. Competitive practices and conditions in the aluminum in- 
dustry and their effect on small business. 
10. Competitive practices and conditions in the aircraft in- 
dustry and their effect on small business. 
11. Distribution practices in the petroleum industry and their 
effect on small business. 
12. The effect of the policies of the American Society of Com- 
posers, Authors, and Publishers on small-business firms. 
13. Competitive practices and conditions in the poultry indus- 
try and their effect on small business. 
14. Complaints of small- and independent-business men oper- 
ating sightseeing businesses in the District of Columbia. 

In addition to these investigations and studies, the committee, while 
it did not hold hearings on the subject, gave serious and extended study 
to the impact of the Federal tax structure on small-business enterprise. 
As a result of those studies, the members of the committee urged that 
legislation be enacted which would relieve small business from some of 
the heavy burden of Federal taxes. 


Study of legislative proposals for solving small-business problems 

The members of the committee and its staff devoted a considerable 
amount of effort and time to the study and analysis of the need for new 
legislation to help small business. As a result of these efforts, a num- 
ber of bills were introduced by Members of the House Small Business 
Committee and by other Members of the House. When these bills 
were under consideration by the legislative and standing committees, 
Members of the House Small Business Committee testified about the 
small-business problems involved. Otherwise, assistance was ren- 
dered by Members of the House Small Business Committee and its staff 
to the legislative and standing committees, as requested, in the study 
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and consideration of many of these proposals. The legislative propo- 
sals have included those— 
A. Respecting s small-business financing— 
For legislation to make equity and long- term capital more read- 
ily available to small business. 
B. ne antitrust problems to— 

. Amend section 11 of the Clayton Act to provide for the final- 
ity of orders designed to enjoin anticompetitive and monopolistic 
trade practices. 

2. Strengthen the antitrust laws through amendment of section 
2 of the Clayton Antitrust Act to enjoin price discrimination, 
the effect of which may be to substantially lessen competition or 
eae to create a monopoly. 

3. Amend the Clayton Act so as to provide that the term “anti- 
trust laws” set forth therein shall include all provisions of the 
Robinson-Patman Act and thereby make clear that smail-busi- 
ness firms injured through violation of section 3 of the Robinson- 
Patman Act may sue in private litigation for damages sustained 
as a result of such violations. 

4. Amend section 7 of the Clayton Act, which would require 
prior notification of certain corporations, mergers, and acquisi- 
tions having the effect of substantially lessening competition and 
a to create a monopoly. 

Amend the antitrust laws which would provide for suits 
brousiet by retail service station operators in the district courts of 
the United States to recover damages sustained by reason of 
failure of suppliers to act in good faith in complying with the 
7 ms of franchises and leases. 

Amend section 4 of the Sherman Act to prescribe a pro- 
elas requiring that, before a consent decree of a court in an 
antitrust case or an order of the Federal Trade Commission in an 
antimonopoly case may become final and binding, it would be 
published in the Feder ‘al Register and made available for publie 
tae for 30 days prior to its effective date. 

. Amendments to laws respecting Federal regulatory com- 
missions which would promote the independence ‘of such agen- 


cies from influence or control by the executive branch or outside 
parties. 


C. R senate tent to-— 
. Amend the Federal Internal Revenue Act of 1954 to provide 
for small-business tax relief. 
Amend the Federal Internal Revenue Code of 1954 to pro- 


v ide for the repeal of the 3-percent Federal tax on transportation 
of freight. 


D. Respecting procurement, to— 
Amend the Armed Services Act of 1947 to provide for a greater 


opportunity for small-business participation in Federal Govern- 
ment procurement. 


E. Respecting small-business problems, generally, to— 
Amend Small Business Act to provide for the permanent status 


and improvement in the operations of the Small Business Ad- 
ministration. 
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These legislative proposals, of course, are not a complete list of 
those to which the House Small Business Committee and its staff de- 
voted time and effort in study and analysis. These are listed as among 
the more important proposals which were studied and on which effort 
was expended to be of assistance to Members of the House in their 
consideration of the underlying small-business problems. 

The members of the House Small Business Committee and the mem- 
bers of its staff believe that the time and efforts they have expended 
in studying and reporting upon small-business problems helped Mem- 
bers of the House in their consideration of such problems. We also 
believe that our work induced the 85th Congress to act favorably on 
several proposals for helping small business. In that connection, 
particular reference is made to the following legislation : 

1. The Small Business Act (Public Law 85-536), approved 
July 18, 1958. 

2. The Small Business Investment Act of 1958 (Public Law 
85-699) , approved August 21, 1958. 

3. at bentneis tax revisions as included in title II of the 
Technical Amendments Act of 1958 (Public Law 85-866), ap- 
proved September 2, 1958. 

4. Small-business procurement procedures (Public Law 85- 
800), approved August 28, 1958. 

5. Amendment to the Packers and Stockyards Act (Public Law 
85-909) , approved September 2, 1958. 

6. Amendment to the law respecting the recovery for damages 
of antitrust violations, a section of the Technical Amendments 
Act (Public Law 85-866), approved September 2, 1958. 

7. Repeal of the 3-percent tax on freight (Public Law 85-859). 
approved September 2, 1958. 
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CHAPTER XVIII. THE COMMITTEE’S CONCLUSIONS AND 
RECOMMENDATIONS 


General 


To reach proper and sound conclusions regarding recommendations 
for remedying a situation, it is essential to have and keep in mind the 
desired objective. The desired objective of the House Small Business 
Committee is to further the national policy respecting small business. 
It must be understood that the national policy respecting small busi- 
ness is not directed solely to the objective of protecting and preserving 
small-business firms for their sake and their sake alone. Instead, it is 
the stated national policy “that the Government should aid, counsel, 
assist, and protect, insofar as is possible, the interests of small- business 
concerns in order to preserve free competitive enterprise.” The 
national policy to preserve a free competitive enterprise is one of long 
standing. It is rooted in the philosophy that competition will regu- 
late our economic affairs, and in such a way to insure economic free- 
dom for the individual. It is recognized that the preservation and 
expansion of competition is not only basic to a concept of economic 
freedom for the individual but also to the well-being and the security 
of this Nation. In that connection, the Congress declared that “such 
security and well-being cannot be realized unless the actual and 
potential capacity of small business is encouraged and developed.” 
That declaration was reiterated and renewed with the approval of 
Public Law 85-536, the “Small Business Act,” July 18, 1958. 

From the foregoing we have a clear understanding of the primary 
reason for the Government’ s interest in counseling, assisting, pro- 
tecting, encouraging, and developing small-business enterprises. tis 
the objective of the House Small Business Committee to further that 
cause. To that end, the committee presents the following conclusions 
and recommendations. 


Financing small business 


In chapter III of this report, we have discussed at length the atten- 
tion given and action taken on the problems related to equity and long- 
term financing of small business. In that connection, we have called 
attention to the conclusions and recommendations we made June 17, 
1958, in House Report No. 1889. Our findings and conclusions have 
been concurred in by pr all who have studied this problem. 
Our recommendations logically followed our findings and conclusions. 
Among those was one that legislation be enacted promptly which 
would provide leadership in authorizing, promoting, and assisting 
in the establishment of new facilities to provide long-term loans and 
equity capital for small business. We rec ommended that such legis- 
lation provide for private ownership for the newly established facil- 
ities even though some of the financing by the Federal Government 
would be required initially. The legislation enacted in Public Law 
85-699, approved August 21, 1958, provided for these things. Also, 
we made the further recommendations : 
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(1) That the establishment of new facilities needed to pro- 
vide long-term and equity capital for small business include 
facilities for marketing nationally the securities (as is now 
done through the Federal National Mortgage Association for 
Housing and the Federal land bank system for agriculture) 
to be exchanged for funds needed by small business; and 
(2) That “the legislation should provide to the greatest 
extent, consistent with good management, for removing 
from Washington and Federal Government bureaucracy to 
the “orassroots” and into the hands of small-business men 
the power of decision regarding the financing of any specific 
business enterprise. 


Provisions following those two recommendations were not included 
in the Small Business Investment Act of 1958, yet the more we study 
this problem the more we are convinced of the soundness of those two 
recommendations. 

Under existing law, the small-business investment companies will 
have limited access to sources of capital. They are scattered and 
without connecting links. Therefore, would-be investors in their 
securities find it impossible to spr ead risks of investments to more 
than the securities of a single small-business investment company. 
This will hamper the mar keting of securities to get the capital needed 
for small business. The alternative will be to rely more and more 
upon the Federal Government to finance the operations of small- 
business financing companies. This should not be. 

We feel that further study should be made of this problem. We 
eae that— 

The House Small Business Committee, in the 86th Congress, 
should give high priority to an investigation and study of the prob- 
lem of national marketing of secur ities of small-business investment 
companies in order to secure the capital needed for small business 
and also to study needed changes in the law to remove from Washing- 
ton and the Federal Government bureaucracy to the “grassroots” 
and into the hands of businessmen the power of decision regarding 
the financing of any specific business enterprise. 


Antitrust and trade regulation 


It is the considered judgment of the House Small Business Com- 
mittee that our laws against monopolistic restraints of trade and for 
a free and competitive enterprise system are deficient. In a number 
of areas, they are inadequate to reach and deal effectively with prac- 
tices harmful to small Scslauian and competition. Recognizing the 
existence of such situation, the House Small Business Committee feels 
that it has a duty not only to small business but to the public, gen- 
erally, to recommend that the Congress consider taking the steps 
necessary to strengthen our antimonopoly laws and thereby act in fur- 
therance of our national policy for small business and a free and com- 
petitive enterprise system. It is believed that the minimum legisla- 
tive action needed is indicated by the following recommendations that 
Congress should enact: 

2. “Legislation amending section 11 of the Clayton Act to provide 
for the f finality of orders designed to enjoin anticompetitive and 
monopolistic trade practices ; 
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3. Legislation which would strengthen the antitrust laws by pro- 
viding that the “good faith” defense of subsection (b) of section 2 of 
the Clayton Antitrust Act shall be a complete defense to a charge of 
unlawful price discrimination “unless the effect of the discrimina- 
tion may be substantially to lessen competition or tend to create a 
monopoly” ; 

4, Legislation which would amend the Clayton Act so as to pro- 
vide that the term “antitrust laws” set forth therein shall include all 
provisions of the Robinson-Patman Act and thereby making it clear 
that small-business firms injured through violations of section 3 of 
the Robinson-Patman Act may sue in private litigation for damages 
sustained as a result of such violation (this problem arose when the 
Supreme Court of the United States on January 20, 1958, in a 5 to 4 
decision in the cases of Nashville Milk Company v. Carnation Com- 
pany and Safeway Stores, Inc. v. Vance (355 U. S. 373 and 389), 
ruled that section 3 of the Robinson-Patman Act is not a part of the 
“antitrust laws” and therefore small and independent business con- 
on cannot use it as a basis for filing private suits under the antitrust 
aws) ; 

5. Legislation to amend section 7 of the Clayton Act (the anti- 
merger law) to provide for (@) premerger notification to the enforce- 
ment agencies, (6) application of the law to mergers where either 
the acquired or acquiring firm is engaged in interstate commerce and 
to (ec) facilitate the enforcement of the antimerger law and public 
policy by providing for effective use of premerger injunctive proceed- 
ings in those instances where either the Antitrust Division of the 
Department of Justice or the Federal Trade Commission seeks to 
challenge a proposed merger as being illegal ; 

6. Legislation to amend the laws authorizing the independent 
Federal regulatory commissions or boards to provide that the chair- 
man in each respective commission or board shall be elected by the 
members of such commission or board after having been duly 
appointed and confirmed to the membership of such board or com- 
mission ; U 

7. Legislation to amend the Budget Act of 1921 to provide that 
the independent Federal regulatory commissions and boards shall 
make their requests for appropriations directly to the Congress but 
before doing so shall provide the Bureau of the Budget with copies 
thereof ; 

8. Finally, it is our belief that some adjustment or modification 
should be made in the existing rule that requires the independent 
Federal regulatory agencies to obtain approval from the Solicitor 
General of the United States, or any thine agency in the executive 
branch, to petition the United States Supreme Court to review rulings 
or decisions made against such agencies. We recommend, therefore, 
that the appropriate legislative committee consider this situation with 
the view in mind of determining whether remedial legislation should 
be enacted. 

Also it is recommended that the appropriate committees and sub- 
committees of the Congress investigate and study: 

9. Whether Federal regulatory agencies and commissions are able 
to properly and adequately implement legislative enactments directed 
to the regulation of Interstate Commerce under procedures currently 
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used by such agencies and commissions, and in that connection de- 
termine whether the agencies and commissions should place more 
emphasis upon their making greater use of rulemaking processes; 

10. Growing practices of large corporations, in heavily concen- 
trated industries, to engage in the dual capacities of producers and 
distributors in competition with their own customers; 

11. Difficulties allegedly confronting small-business firms in their 
efforts to continue as customers of producers of primary ferrous and 
nonferrous metals. 

In addition, it is recommended that: 

12. The Select Committee on Small Business of the House of Repre- 
sentatives in the 86th Congress continue its study of the problems of 
small business in the aluminum industry in order to assure its sur- 
vival in this growth industry. 

13. The General Services Administration continue efforts to obtain 
amendment of the contracts with the primary aluminum companies 
to protect small business under the so-called nonintegrated clause. 

14. The small nonintegrated fabricators and processors in the alum- 
inum industry consider the possibility of pooling their resources and 
organizing a “buying corporation” for the purpose of entering into 
long-term guaranteed buying contracts for primary metal with the 
primary producers pursuant to the provisions of the Small Business 
Act of 1958. 

15. The Department of Defense review its renegotiation regula- 
tions with the view to revising them so as to encourage and promote 
subcontracting (with particular reference to aircraft procurement). 

16. The Department of Justice investigate the present influence of 
consignment, commission and company-operated gasoline service sta- 
tions upon price leadership, price fixing, and price discrimination 
against independent lessee-dealers, as possible violations of the anti- 
trust laws. 

17. The Department of Justice investigate and take appropriate 
action and report to the House of Representatives as to the legality of 
suggested retail prices and of the creation of trade areas by oil sup- 
pliers within which they grant competitive allowances or subsidies to 
petroleum lessees and dealers. 

18. The Federal Trade Commission review the present practices in 
the sale of automotive equipment to service stations by major oil 
company suppliers; this in addition to the continuing investigation 
by the FTC of the sale and distribution of tires, batteries, and 
accessories. 

19. Agencies of the Federal Government consider the possibilities 
of developing programs for stimulating foreign acceptance of Amer- 
ican poultry broiler meat with the view to relieving the problem of 
concentration and related problems stemming from overproduction. 


Taxation 


The Congress recognized when it enacted title II, the Small Busi- 
ness Tax Revision Act of 1958 of the Technical Amendments Act, 
Public Law 85-866, that it was not acting to settle small-business 
problems in the area of Federal taxation. It recognized that it was 
merely taking a step within the limits of the then existing fiscal re- 
quirements to deal with a few of the important tax problems of small 
business. At that time, it was recognized that one of the greatest 
problems confronting small- and medium-size businesses is the diffi- 
culty under existing tax structure to retain sufficient earnings to 
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modernize and maintain a rate of expansion experienced by large 
competitors. In that connection, the Ways and Means Committee 
reported that “there is a need to allow such (small) businesses to re- 
tain more earnings after taxes to provide the funds necessary for 
growth (H. Rept. 2198, 85th Cong., p. 3). 

All members of the House Small uctnaes Committee, some members 
of the Ways and Means Committee, from both sides of the aisle, and 
other members of the House introduced bills which would have pro- 
vided for small-business tax relief by postponing or reducing taxes 
based upon reinvestment in inventory salt depreciable Propet How- 
ever, the Ways and Means Committee did not report favorably on 
such proposals because it was forced to the conclusion that the then 
existing budgetary limitations precluded favorable action on those 
proposals. 

All members of the House Small Business Committee are fully 
aware and mindful of the budgetary limitations and incident problems 
which beset the Ways and Means Committee in its consideration of 
proposals to provide small business tax relief through this means. 
However, the House Small Business Committee does not reach the 
same conclusion that has been reached by others to the effect that we 
cannot afford to give small business tax relief in the form of a reduc- 
tion of taxes based upon reinvestment in inventory and depreciable 
property. 

Leaders in the Congress, on both sides of the aisle, who have studied 
this problem have concluded that it does not necessarily follow that 
a rdediis in taxes in this respect will mean less revenue take but 


it is likely that just the opposite is true. In that connection it was 
stated— 


By giving them a tax break, I believe in the long run our 
small ‘firms, stimulated, sane and encouraged by in- 


creased working capital and growth funds, will more than 
repay immediate losses. 


Even measures designed to reduce income-tax rates applicable to 


small-business firms have been supported by distinguished leaders in 
Congress who stated— 


I think it probable that, in the long run, the measure might 
not result in any loss of revenue because of the stimulation 
of business activity that it would occasion. 


With these thoughts the members of the House Small Business Com- 
mittee agree and conclude that it would be in furtherance of our na- 
tional policy to “counsel, assist, and protect, insofar as is possible, 
the interests of small- business concerns in order to preserve free com- 
petitive enterprise,” for the Government also to act in reducing the 
prseent tax burden which falls too heavily on small-business enter- 
prises. Therefore, it is recommended that— 

20. Legislation be enacted which would provide that in the case of 
any person engaged in a trade or business, there shall be allowed as 
a deduction for the taxable year an amount equal to the additional 
investment in the amount of $5,000 or 20 percent of the net income 
of such trade or business for the taxable year (computed without 
regard to this section), whichever is the greater: Provided, however, 
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That the total amount of any such deduction shall not exceed $30,000 
for any taxable year. And it is further recommended that— 

21. Legislation be enacted providing that normal tax on corpora- 
tions be reduced to 20 percent of the taxable income and that the 
surtax on corporations be increased from 30 to 32 percent but made 
applicable only to taxable corporate income in excess of $100,000 for 
taxable years beginning after June 30, 1959. The Ways and Means 
Committee gives consideration to legislation which would provide this 
adjustment. 


Federal subsidies, research, and development 


On November 9, 1956, the Attorney General of the United States 
stated : 


The imprecise factual indicators discussed in this report 
may point a warning that the total effect of the research and 
development effort may well tend to increase concentration 
of economic power. Moreover, that evidence indicates that 
this tendency toward concentration may be accentuated, and 
not retarded, by the administration of Government financing 
of research and development. 


The House Small Business Committee fully appreciated the con- 
cern thus expressed by the Attorney General. Therefore, at the time 
it announced its program for the 85th Congress, March 12, 1957, it 
included provisions for an investigation and study of this problem. 
The investigation and study was assigned to Subcommittee No. 1 un- 
der the chairmanship of Representative Joe L. Evins. 

A number of inquiries have been made by the staff of the subcom- 
mittee under the direction of Representative Evins. This has led 
to the development of a considerable volume of information about the 
research and development programs. However, the nonpublic study 
of the problem has continued. In the meantime, the Federal Gov- 
ernment is placing increasing emphasis on scientific advancement, 
particularly in the field of rockets and missiles and is increasing the 
amount of subsidies for research and development. 

From the studies which have been made, it appears that the cir- 
cumstances and conditions studied and reported upon by the Attorney 
General continue. Improvements in Federal Government policy must 
be made. We should not suffer inaction with the result that small 
business will become the victim of the missile age. In view of these 
circumstances, it is clear that those policies applied by the Federal 
Government in subsidizing research and development that have 
proven prejudicial to smal] business should be subjected to careful 
scrutiny during the 86th Congress. 

It is, therefore, recommended that— 

22. A thorough investigation and study be made of the manner in 
which the Government grants funds for research and development and 
the policies and methods incident thereto. 


Federal Government procurement 


The Armed Services Act of 1947, as amended, reiterates our na- 
tional public policy for a free and competitive enterprise system. In 
that respect, it is a declaration to protect not only the interests of the 
public but also the interests of small business. However, it contains 
a number of exceptions which provides for negotiating Federal Gov- 
ernment er contracts instead of requiring that all such 
contracts be awarded on the basis of advertised competitive bids. A1- 
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though those exceptions are numerous, none of them provided for 
meeting the objective declared elsewhere in the law that small business 
shall be awarded a “fair proportion” of Government contracts. For 
the purpose of improving and bringing up to date the Armed Services 
Procurement Act of 1947, the distinguished chairman of the House 
Armed Services Committee introduced in the 84th Congress (H. R. 
8710) and in the 85th Congress (H. R. 8948) measures which would 
have added the exception that contracts may be negotiated where neces- 
sary to insure adherence to the public policy that small business shall 
be awarded a “fair proportion” of Government contracts. In the 84th 
Congress, the Vinson bill, H. R. 8710, was passed overwhelmingly by 
the House by a vote of 372 to 2 but there was not sufficient time for 
action in the Senate before adjournment. Legislative proposals con- 
tained in that bill were reintroduced in the 85th Congress in H. R. 
8948. However, it was not reported and therefore not enacted. This 
committee favors the proposal for changing the law that Federal 
Government procurement contracts be awarded on a negotiated basis 
wherever necessary to insure adherence to public policy that small busi- 
ness be awarded a “fair proportion” of Government contracts. 

Therefore, it is recommended that— 

23. The Armed Services Act of 1947 be amended in the manner 
proposed in the 84th Congress by H. R. 8710 and in the 85th Con- 
gress by H. R. 8948 to provide for the negotiation of procurement 
contracts wherever necessary to insure adherence to the public policy 
that small business shall be awarded a “fair proportion” of Govern- 
ment contracts. 

24. The Defense Department should do whatever is necessary 
without further delay to insure that a larger portion of its expendi- 
tures for procurement go to small- and medium-size business firms. 
It is understood that for. fiscal year 1958 the portion of such expendi- 
tures that went to small- and medium-size firms dropped to approxi- 
mately the lowest level in recent history. For example, the 100 
largest firms enjoying receipts from those expenditures received 69.1 
percent of the total expenditures. 


Small Business Administration 


It is the conclusion of your committee that the attitude and opera- 
tions of the Small Business Administration have improved within 
the past year or so. It is extending an ever-increasing volume of 
financial assistance to small-business firms under its regular, short, 
and intermediate term financial assistance program. Also it is 
undertaking an ambitious and difficult task in setting up machinery 
to provide small business with greater opportunities to secure needed 
equity and long-term debt capital. 

As pointed out in chapter V, it is our view that, under the law, 
the Small Business Administration is not warranted in applying 
rigidly a policy which requires that collateral must always be pledged 
before a loan can be obtained. In passing the Small Business Act 
Congress has made it clear that the Small Business Administration 
is expected to consider those factors other than collateral which may 
supply reasonable assurances that the loan will be repaid. 

The committee also has pointed out in chapter V of this report 
that more determined efforts should be put forth by loan officers 
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handling initial loan applications for financial assistance with the 
view in mind of informing the small-business man as to how he might 
arrange to meet the necessary requirements where possible. Cer- 
tainly these loan officers must develop sufficient information to estab- 
lish definitely that requirements cannot be met before dissuading the 
small-business man from filing his application. 

We believe that the Lace of improvement created by the Small 
Business Administration during the past few years can be enhanced 
considerably if the foregoing deficiencies are remedied. 

With respect to the procurement service supplied small-business 
men, this committee believes that improvement in the effectiveness of 
these services can be improved if the agency, especially in its head- 
quarters in Washington, would devote more of its efforts toward mak- 
ing and effectuating policies to carry out the national policy respect- 
ing small business. For example, it is believed that, with the Small 
Business Administration’s limited resources available for assignment 
to the problems of small business and Federal Government procure- 
ment, it would be more effective if those limited resources were utilized 
in planning, promulgating, and issuing policies and regulations to 
carry out the national policy respecting small business in Federal 
Government procurement than can be the case by stretching itself so 
thin in an effort to negotiate with various procurement officials about 
the details and merits of particular procurement contracts or pro- 
posals for contracts. The Small Business Administration, with its 
expertness, is in a position to, and should, as heretofore stated, draw 
statements of policies for the guidance of procurement officials to 
effectuate the national policy respecting small business. Also, it is in 
a position to inform the Chief Executive and the Congress about any 
failure on the part of procurement officials to effectuate proper policies 
to carry out the national public policy respécting small business. In 
the event of any such failure to effectuate public policy, the Chief 
Executive is empowered to act and, if he should not, then the Congress 
would be in a position to appropriately consider the matter and act 
accordingly. 

Therefore it is recommended that the Small Business Administra- 
tion— 

25. Review its lending policies and arrange for them to become 
more flexible and less restrictive (in doing that the agency could 
attach greater importance to those factors other than collateral which 
‘an support a reasonable belief that the loan will be repaid) ; 

26. Instruct its field loan officers to devote more attention and 
consideration to those small-business men submitting requests for 
financial assistance who superficially appear to be unable to meet the 
necessary requirements, and to provide such small-business men with 
information and counsel as to fate they might arrange to overcome 
apparent deficiencies; 

27. Act to utilize more efficiently its personnel available for as- 
sigment to small-business problems respecting Federal Government 
procurement, through a development of more effective policies and 
methods to insure that there shall be set aside for small business a “fair 
proportion” of Government procurement contracts, including policies 
and methods for further set-asides of “classes” of procurements; and 
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28. Act to carry out the intent of Congress respecting a definition 
of “small business” which definition “shall vary from industry to in- 
dustry to the extent necessary to reflect differing characteristics of such 
industries and to take proper account of other relevant factors” as pro- 
vided for in section 3 of the “Small Business Act,” Public Law 85-536, 
approved July 18, 1958. 


House Small Business Committee 


Since the first Committee on Small Business was established in the 
77th Congress, the House has seen fit to reestablish such a committee 
in each Congress thereafter without a break in continuity over the 
past 18 years. In each term of the Congress, its assignment has been 
to deal with the problems of small business. These numerous prob- 
lems of small business have included taxes, finances, interstate and 
foreign commerce, growth of concentration in industry, unfair and 
monopolistic trade practices harmful to small business, Government 
and armed services procurement, etc. These problems are, of course, 
diversified, but each one of them calls for highly specialized study 
from the small-business viewpoint. Often they call for prompt in- 
vestigation, study, and recommendation to the House that the appro- 
priate legislative committee consider remedial legislation. 

The investigation and study of these problems can best be accom- 
plished speedily and efficiently by a House Small Business Committee 
charged especially with the duty of providing assistance to small- 
business enterprises. This necessarily has meant and will mean that 
its investigations and studies cut across a wide field of economic prob- 
lems, some of which touch the jurisdiction of various standing legis- 
lative committees but that does not mean that the work of the House 
Small Business Committee has, or for that matter, need cut across, 
duplicate, or conflict with any of the work of the standing legislative 
committees of the House. 

In view of the necessarily broad scope which the House has repeat- 
edly given to its Small Business Committee, it would not be appro- 
priate that this committee be assigned the duties of a legislative 
committee. However, because of our deep interest in the welfare 
of small business and the more than 4 million small-business concerns 
that make up that segment of our economy, we believe that the number 
and importance of the problems peculiar to small business warrants 
the reestablishment of a House Small Business Committee in the 86th 
Congress but without authority to recommend legislation. 

Therefore we recommend— 

29. That the House of Representatives in the 86th Congress estab- 
lish a Committee on Small Business to conduct studies and investiga- 
tions of problems of all types of small business arising or that may 
arise but without giving such committee the authority or power to 
recommend legislation. The latter function should he left to the 
various standing legislative committees of the House. 





APPENDIX 


SMALL BUSINESS ADMINISTRATION 
[13 CFR Part 107] 
SMALL BUSINESS INVESTMENT COMPANIES 


On October 29, 1958, notice of proposed rule making regardin 
the regulations governing the establishment and operation of saan 
business investment companies chartered or licensed by Small Busi- 
ness Administration to operate under the Small Business Investment 
Act of 1958 and to carry out the provisions of said Act, was pub- 
lished in the Federal Register (23 F. R. 8351). After consideration 
of all such relevant matter as was presented by interested persons 
regarding the rules proposed, the regulations as so proposed with 
changes resulting from said consideration, are hereby adopted as set 
forth below. 

Due to the need for the prompt initiation and establishment of the 
program authorized under the Small Business Investment Act of 
1958, the subject regulations shall become effective upon publication 
thereof in the Federal Register. 


Sec. 


107.102 Statutory provisions ; statement of policy. 

107.102-1 Statement. 

107.103 Statutory provisions; definitions. 

107.103-1 Definitions. 

107.201 Statutory provisions; establishment of Small Business Investment 
Division. 

107.201-1 Information, instructions, and forms. 

107.201-2 Proposal. 

107.201-8 License Application. 

107.2014 Preliminary approval of corporate instruments and proceedings. 

107.201-5 Prerequisites for issuance of License. 

107.201-6 Identification of Licensee. 

107.201-7 Branch offices and agencies. 

107.301 Statutory provisions; organization of small-business investment 
companies; approving State chartered companies for operations 
under this Act; conversion of investment and development com- 
panies. 

107.301-1 Charter requirements. 

107.301-2 Source of charter. 

107.301-3 Organization of a Licensee. 

107.3014 Submission of License Application involving SBA charter. 

107.301-—5 Necessity for and nature of License. 

107.301-6 Fees for License and SBA charter. 

107.301-7 Surrender of License or SBA charter. 

107.302 Statutory provisions; capital stock and subordinated debentures. 

107.302-1 Initial capital and surplus of Licensee. 

107.302-2 Consideration for stock of Licensee. 

107.302-3 Disclosure and stockholder protection. 

107.303 Statutory provisions ; borrowing power. 

107.303-1 Conditions and limitations upon borrowing power of Licensee. 

107.303-2 SBA operating loans to Licensees. 

107.303-3 Purpose and loan requirements. 
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Sec. 

107.304 Statutory provisions; provision of equity capital for small business 
concerns. 

107.304-1 Sale and purchase of convertible debentures, 

107.305 Statutory provisions ; long-term loans to small business concerns. 


107.305-1 Long-term loans by Licensee to small business concerns. 
107.306 Statutory provisions ; aggregate limitations. 
107.306-1 Investment and loan limitations. 

107.307 Statutory provisions ; exemptions. 

107.307-1 [Reserved.] 

107.308 Statutory provisions ; miscellaneous. 

107.308-1 Maintenance of unimpaired capital. 

107.308-2 Conditions governing disbursement of SBA funds. 
107.308-3 Idle operating funds. 

107.308-4 Examinations. 

107.308-5 Reports. 

107.308-6 Government liability. 

107.308-7 Activities of Licensee. 

107.308-8 Insurance. 

107.308-9 Prohibited uses. 

107.308-10 Enjoiner of violations. 

107.308-11 Forfeiture of License. 

107.308-12 Amendments to Act and Regulations. 


Authority : Secs. 107.102 to 107.308-13 issued under Pub. Law 85-699; sec. 308, 
72 Stat. 694. 


Sec. 107.102. Statutory provisions ; statement of policy. 
STATEMENT OF POLICY 


Sec. 102. It is declared to be the policy of Congress and the purpose 
of this Act to improve and stimulate the national economy in general 
and the small-business segment thereof in particular by establishing a 
program to stimulate and supplement the dow of private equity capital 
and long-term loan funds which small-business concerns need for the 
sound financing of their business operations and for their growth, ex- 
pansion, and modernization, and which are not available in adequate 
supply: Provided, however, That this policy shall be carried out in 
such manner as to insure the maximum participation of private financ- 
ing sources. 

It is the intention of the Congress that the provisions of this Act 
shall be so administered that any financial assistance provided here- 
under shall not result in a substantial increase of unemployment in 
any area of the country. 

Sec. 107.102-1. Statement. (a) The Small Business Investment 
Act of 1958 became law August 21, 1958. 

(b) The purpose of the Act is to improve and stimulate the national 
economy in general and the small business segment thereof in par- 
ticular. 

(c) This purpose is to be accomplished by the establishment of a 
program designed to stimulate and supplement the flow of private 
equity capital and long-term loan funds necessary for the sound financ- 
ing of the business operations of small-business concerns and for their 
growth, expansion and modernization. 

(d) Under the program: 

(1) SBA will select and approve (license) private corporations 
(chartered under State law or by SBA to conduct the activities de- 
scribed in (2) below) which shall thereupon become eligible for (i) 
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financial assistance from SBA under the Act, (ii) discretionary ex- 
emptions under the Securities Act of 1933 and the Trust Indenture Act 
of 1939, as well as a specified exemption under the Investment Com- 

any Act of 1940, (iii) such further benefits and privileges as may ever 

e provided by Federal or State laws for corporations licensed by 
SBA under the Act, and (iv) tax benefits specified under the Technical 
Amendments Act of 1958. The stockholders of such corporations are 
eligible also for tax benefits specified under the Technical Amendments 
Act of 1958. 

References : 

1. Securities Act of 1933, 15 U.S. C. A. secs. T7a—77aa. 

2. Trust Indenture Act of 1939, 15 U. 8. C. A. sees. 77aaa—17bbbb. 

3. Investment Company Act of 1940, 15 U.S. C. A. sees. 80a—1—80a-52. 

4. Securities and Exchange Commission Regulations issued pursuant to 
the above Acts relating to small business investment companies. See pro- 
ae BE and Form N-5, Securities Act of 1933, Releases No. 3988 
and o . 

5. Section 57, Technical Amendments Act of 1958, Public Law 85-866. 

6. Personal Holding Company Tax Section 541, Internal Revenue Code of 
1954, 26 U.S. C. A. sees. 541-547. 

7. Sections 1.541-1-1.547-7 of the Income Tax Regulations of the Treasury 
Department (26 CFR 1.541-1 through 1.547-7) as amended. 

8. State incorporation laws. 

9. Bank Holding Company Act of 1956, 12 U. 8. C. A. secs. 1841-1848. 

10. Regulations of the Federal Reserve Board under Bank Holding Com- 
pany Act, 12 CFR secs. 222.1-222.108, and in particular, Regulation 222.107. 

(2) Private corporations will be chartered under State law or by 
SBA, for the specific purpose of providing funds to small business 
concerns (as defined by SBA) through the purchase of convertible 
debenture bonds of such concerns and through the disbursement of 
long-term loans to such concerns. Such corporations will be author- 
ized to provide consulting and advisory services to small business con- 
cerns on a fee basis for such services actually rendered. All of said 
activities will be subject to regulations prescribed by SBA. The cor- 
porations will be examined by SBA and will ride reports as and 
when required by SBA. 

(e) In the event SBA determines that a corporation (which it 
determines should be licensed) cannot be chartered under the laws of 
a State within the area in which it proposes to conduct its operations 
and operate in accordance with the purpose of the Act, SBA can 
charter for operation in such area; provided that no such company can 
be chartered by SBA after June 30, 1961. 

(f) The program will be administered in such a manner as to insure 
the maximum participation of private financing sources. 

(g) Any financial assistance provided under the Act cannot result 
in a substantial increase of unemployment in any area of the country. 

(h) The program will be administered by SBA through its Small 
Business Investment Division. 

(i) The provisions of section 16 of the Small Business Act are 
extended specifically to the functions under the Small Business Invest- 
ment Act of 1958. That section requires that whoever makes a state- 
ment knowing it to be false, or willfully overvalues any security, 
for the purpose of obtaining for himself or for any applicant any 
loan, or extension thereof by renewal, deferment of action, or other- 
wise, or the acceptance, release, or substitution of security therefor, 
or for the purpose of influencing in any way the action of SBA, or 
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for the purpose of obtaining money, property, or anything of value, 
shall be punished by fine or imprisonment or both. 
Sec. 107.103. Statutory provisions ; definitions. 


DEFINITIONS 


Sec. 103. As used in this Act— 

(1) the terms “Administration” means the Small Business 
Administration ; 

(2) the term “Administrator” means the Administrator of the 
Small Business Administration ; 

(3) the terms “small business investment company” and “com- 
pany” mean a small business investment company organized as 
provided in Title III, including (except for purposes of section 
301 and section 308 (f)) a State-chartered investment company 
which has obtained the approval of the Administrator to operate 
under the provisions of this Act as provided in section 309 and a 
company converted into a small business investment company un- 
der section 401 of this Act; ’ 

(4) the term “United States” means the several States, the Terri- 
tories of Alaska and Hawaii, the District of Columbia, and the 
Commonwealth of Puerto Rico; 

(5) the term “small-business concern” shall have the same 
meaning as in the Small Business Act; and 

(6) the term “development companies” means enterprises in- 
corporated under State law with the authority to promote and 
assist the growth and development of small-business concerns in 
the areas covered by their operations. 

Sec. 107.103-1. Definitions. 

Act. “Act” means the Small Business Investment Act of 1958. 

Administrator. “Administrator” means the Administrator of SBA. 

License. “License” means the grant (evidenced by a certificate 
issued to the Licensee and registered in the Washington office of SBA) 
by SBA to a Proposed Operator, in consideration of the representa- 
tions and offers contained in the License Application, of authority to 
conduct its business, in the territory described in the License, in ac- 
cordance with and subject to the provisions and purpose of the Act and 
regulations of SBA prescribed thereunder; and includes the privilege 
of receiving financial assistance under the Act and qualifies such 
Licensee and its stockholders for any and all other rights, privileges 
and benefits available to a Licensee and its stockholders under the 
provisions of the Act or any other Federal or State laws. 

License Application. “License Application” means the request to 
SBA for a License, by the Proposed Operator, executed and sub- 
mitted on SBA Form No. 415, which shall incorporate by reference 
the Proposal, as a part of said request. 

Licensee. “Licensee” means a corporation which: is enfranchised 
and chartered under State law, or by SBA under section 301 (c) of the 
Act, to conduct (in accordance with and subject to the provisions and 
purpose of the Act and in accordance with and subject to regulations 
prescribed by SBA under the Act) in the territory in which its opera- 
tions are to be carried on, only the activities described under Title ITT 
of the Act; has executed and submitted a License Application; and, 
has been granted a License. 

32893—59——14 
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Operating territory or area. “Operating territory,” “area in which 
operations are to be carried on,” “areas in which Licensee operates,” 
and similar terms, mean the territorial area or areas in which a 
Licensee is authorized by the terms of its License to purchase con- 
vertible debenture bonds from, to make loans to, and to provide con- 
sulting and advisory services to any small business concern (regard- 
less of the residence, domicile, place of business, or location of the 
property of such small business concern) so long as such purchase, 
loan or service does not constitute or involve doing business in any 
State not included in said territorial area or areas so as to require 
the Licensee to register or otherwise comply with the laws of such 
State as a foreign corporation. 

Proponents. “Proponents” means individuals or other entities 
which execute and submit a Proposal, including an investment com- 
pany or State development company requesting approval for conver- 
sion under section 401 (a) of the Act. 

Proposal. “Proposal” means the information and representations 
contained in SBA Form No. 414, submitted by Proponents with the 
request that SBA consider the same and issue an approval for the 
Proponents to proceed with all action (including the incorporation 
or conversion of the Proposed Operator) necessary to qualify the 
Proposed Operator for execution and submission of a License Ap- 
plication. A Proposal is in effect a preliminary License Application 
(see definition of “License Application”). 

Proposed Operator. “Proposed Operator” means the company 
identified and described in a particular Proposal and recommended 
therein as a prospective Licensee. 

SBA. “SBA” means the Small Business Administration. 

SBID. “SBID” means the Small Business Investment Division 
of SBA. 

Small business concern. “Small business concern” means one which 
is independently owned and operated and not dominant in its field of 
operation. A parent company must be considered together with all of 
its affiliates in determining its eligibility as a small business concern. 
If a concern is a wholly-owned subsidiary of another concern or is 
under the control or the potential control of another concern other 
than a small business investment company, it shall be considered an 
affiliate, and a concern may be an affiliate of another concern if both 
are owned or controlled by a third party other than a small business 
investment company. On a prima facie basis, a concern shall not be 
considered small if its stock is traded on an exchange, whether the 
exchange is registered with the Securities and Exchange Commission 
or is exempt. On a prima facie basis, a firm shall not be considered as 
small if its stock has an over-the-counter market. Private sales made 
without a broker-dealer as an intermediary will not be considered sales 
constituting a public market. A concern shall not be considered small 
if it has at any time within the past three years sold its securities 
through a public offering, whether or not registered under the rules 
and requirements of the Federal Securities and Exchange Commission 
for gross proceeds in excess of $300,000. A concern which has no 
stock, such as a partnership or proprietorship, or a corporation, the 
stock of which is not traded on an exchange or over the counter, shall 
not be considered as small if its total assets together with all of its 
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affiliates amount to over $5 million, or if its total income after taxes, 
together with all of its affiliates, has averaged over $150,000 per annum 
during the past preceding three years as reported to the Internal 
Revenue Service. A concern which claims that it is small, notwith- 
standing the foregoing provisions, may apply to the Small Business 
Administration, using SBA Form 355, for certification as a small 
business concern. Even though its stock has been sold through 
broker-dealers, a company may submit data as to the number of trans- 
actions, the number of shares sold and the number of shares trans- 
ferred without consideration to support its claim that its stock does not 
have an over-the-counter market. Upon certification, a concern shall 
have the status of a small business concern for the purposes of the Act 
and these regulations. 

State. “State” includes the several States, the Territories of Alaska 
and Hawaii, the District of Columbia, and the Commonwealth of 
Puerto Rico. 


Sec. 107.201. Statutory provisions ; establishment of Small Business 
Investment Division. 


ESTABLISHMENT OF SMALL BUSINESS INVESTMENT DIVISION 


Sec. 201. There is hereby established in the Small Business Admin- 
istration a division to be known as the Small Business Investment 
Division. The Division shall be headed by a Deputy Administrator 
who shall be appointed by the Administrator, and shall receive com- 
pensation at the rate provided by law for other deputy administrators 
of the Small Business Administration. The powers conferred by this 
Act upon the Administration shall be exercised by the Administration 
through the Small Business Investment Division, and the powers 
herein conferred upon the Administrator shall be exercised by him 
through the Deputy Administrator appointed hereunder. In the per- 
formance of, and with respect to the functions, powers, and duties 
vested by this Act, the Administrator and the Administration shall 
(in addition to any authority otherwise vested by this Act) have the 
functions, powers, and duties set forth in the Small Business Act, and 
the provisions of sections 13 and 16 of that Act, insofar as applicable, 
are extended to apply to the functions of the Administrator and the 
Administration under this Act. 

Sec. 107.201-1. /nformation, instructions and forms. Detailed 
printed information, instructions and SBID Forms covering the pro- 
cedure and basic requirements in the grant of a License, may be ob- 
tained from SBID through the Washington or any Regional or Field 
Office of SBA. 

_ Sec. 107.201-2. Proposal. (a) A Proposal shall be submitted on 
SBA Form No. 414 to SBID through a Regional Office of SBA. 
(b) The Proposal shall include and disclose, without limitation— 
(1) the proposed name of the Proposed Operator; 
5 the place where its principal office is to be located ; 
3) the locations of any branch offices or agencies proposed to 
be established within a sixty-day period after the issuance of a 
License; 
(4) the area or areas in which its operations are principally to 


be carried on (including the areas to be served by any branch 
offices or agencies) ; 
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(5) the proposed source of its corporate franchise, with copies 
of its proposed articles of incorporation or other corporate au- 
thority, and its by-laws; 

(6) if necessary, a request and justification for a charter from 
SBA under section 301 (c) of the Act (see sec. 107.201-2 (e) and 
(f) below) ; 

(7) justification for the establishment of the Proposed Oper- 
ator as a Licensee in the area or areas in which its operations are 
principally to be carried on (including the areas to be served by 
any branch offices or agencies) ; 

(8) proposed operating plans and policies of the Proposed 
Operator as a Licensee ; 

(9) details of the proposed capitalization of the Proposed Oper- 
ator as a Licensee: 

(10) identification and background of the proposed officers and 
directors of the Proposed Operator ; 

(11) a plan acceptable to SBA for the expansion of resources 
of the Proposed Operator through sale of its securities to in- 
vestors, to insure the maximum participation of private financing 
sources ; and 

(12) such further matters as SBA may require by regulation or 
otherwise or which may be submitted by the Proponents as part 
of the Proposal. 

(c) In considering whether to issue a License to a Proposed Oper- 
ator, due regard will be given, among other things, to the need for 
financing of small business concerns of the type intended to be assisted 
by the Proposed Operator, provided the License shall not grant to the 
Licensee any exclusive right in any area or areas set forth therein. 

(d) Counsel for the Proponents or Proposed Operator shall submit 
as a part of the Proposal his opinion that, among other things, the 
Proposed Operator is or can be chartered under State law to conduct 
(in the territory in which its operations are to be carried on) only the 
activities described under Title ITI of the Act, in accordance with 
and subject to the provisions and purpose of the Act and in accordance 
with and subject to regulations prescribed by SBA under the Act. 

(e) Inthe event the Proponents or Proposed Operator cannot obtain 
a charter from a State as required under section 107.301-1 and oper- 
ate in accordance with the purpose of the Act, SBA, upon submission 
of the evidence referred to hereafter, will consider the grant of a 
charter to the Proposed Operator under the authority of section 301 
(c) of the Act; Provided, however, That no such charter shall be 
granted by SBA after June 30, 1961. 

(f) To justify such consideration or issuance by SBA of such 
charter, the Proponents or Proposed Operator shall submit to SBA: 
(1) The original letters, opinions, instruments and any other written 
material evidencing the inability or refusal of the subject State or 
States to grant such charter or evidencing the inability to operate in 
accordance with the purpose of the Act; and (2) the legal brief of 
counsel for the Proponents or Proposed Operator, covering the legal 
bases and opinion of such counsel with respect to said matter. 

(zg) Immediately upon receipt by SBID of each Proposal, SB1D 
shall register, assign an identification number thereto, and acknowl- 
edge receipt of the same. 
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(h) The submission of a Proposal shall constitute an authority to 
SBA to proceed with the consideration thereof and to conduct without 
liability to SBA or anyone acting for or on behalf of SBA, any 
investigations and inquiries with respect to any or all matters, in- 
dividuals or other entities referred to in the Proposal, as may be 
determined by SBA. 

(i) After consideration of a Proposal SBA shall notify the Pro- 
ponents, either : 

(1) That the Proponents may proceed with all action necessary 
to qualify the Proposed Operator for execution and submission 
of a License Application; which action shall be completed and a 
License Application submitted by the Proposed Operator within 
90 days from the date of said notice from SBA, unless such 
period is extended by SBA; or 

(2) That such Proposal is insufficient. 

(i) If, in the opinion of SBA, the sufficiency of such Proposal 
cannot be established through further information or action, SBA 
shall close the same and so notify the Proponents. 

(ii) If, in the opinion of SBA, the sufficiency of such Proposal 
may be established through further information or action, SBA 
shall simultaneously with such notice allot a period of time 
within which the Proponents may endeavor to establish the 
sufficiency of such Proposal and resubmit the same. 

(iii) A resubmitted Proposal which is again determined by 
SBA to be insufficient or a rejected Proposal which is not resub- 
mitted within any such allotted period, shall be closed perma- 
nently by SBA and the Proponents so notified. 

Sec. 107.201-3. License Application. (a) A License Application 
may be submitted upon SBA Form No. 415 by the Proposed Operator 
only after issuance by SBA of the notice referred to under section 
107.201-2 (i) (1) and in accordance with instructions contained in 
such notice. Such License Application shall be submitted within 90 
days after issuance of said notice. 

(b) SBA Form No. 415 shall contain all information and evidence 
required by SBA to qualify the Proposed Operator as a Licensee. 
The License Application shall contain the offer of the Proposed Op- 
erator to SBA to conduct in its proposed operating territory, immedi- 
ately upon the grant of a License to the Proposed Operator, the activi- 
ties described under Title IIT of the Act in accordance with and sub- 
ject to the provisions and purpose of the Act and in accordance with 
and subject to regulations prescribed by SBA under the Act. 

(c) After submission of a License Application SBA will issue a 
License to the Proposed Operator if the representations, terms and 
conditions of the Proposal and any additional matters set forth in 
the notification by SBA to proceed are fully and exactly complied 
with. 

Sec. 107.201-4. Preliminary approval of corporate instruments and 
proceedings. Unless and until SBA gives written notice to the Pro- 
ponents that it does not object to the instruments and proceedings 
contemplated for use in the organization or qualification of the Pro- 

yosed Operator as a Licensee, said Proponents should not take any 
final action to conclude any such organization and qualification. 
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Sec. 107.201-5. Prerequisites for issuance of License. Prior to or 
simultaneously with the issuance of a License, each Proposed Operator 
shall have: 

(a) Executed and submitted a License Application. 

(b) Received a Corporate Charter or franchise under State laws or 
from SBA under section 301 (c) of the Act, to operate as a Licensee. 

(c) Submitted evidence satisfactory to SBA that it has a paid-in 
capital and surplus equal to at least $300,000 in cash (exclusive of 
organizational expenses) on hand or in escrow contingent solely on 
the issuance of a License, as required by section 302 (a) of the Act 
(including any commitment of SBA as described under section 
107.302-1) ; except that in the case of an investment or development 
company converted pursuant to subsections (a) and (b) of section 401 
of the Act, the net value, as determined by SBA, of any assets of such 
company consisting of debenture bonds of or loans to small business 
concerns (not in excess of the limitations specified in section 306 of 
the Act) which SBA determines are qualified under sections 304 and 
305 of the Act, shall satisfy such cash requirement to the extent of 
such valuation. 

Sec. 107.201-6. /dentification of Licensee. (a) The corporate name 
shall be such as to adequately inform interested parties and the pub- 
lic of the purpose and function of said company. Such corporate 
name shall not include the words “United States”, “National”, “Fed- 
eral”, “Reserve” or “Government.” The name shall not be so similar 
to that of another organization as to imply association with any other 
organization without prior approval from such organization. 

(b) Each Licensee shall display its original License in a prominent 
place in or about its principal office; and a copy thereof shall be dis- 
played likewise in or about any branch office or agency. 

(c) Advertisements, annual statements, solicitations to investors 
or any communication made by or at the behest of a Licensee intended 
as a public statement by said Licensee shall identify that Licensee as 
“A Federal Licensee Under the Small Business Investment Act of 
1958.” 

Sec. 107.201-7. Branch offices and agencies. A Licensee shall not 
establish any branches or agencies except with the prior approval of 
SBA. If the establishment of such branch or agency does not occur 
within 60 days of such approval, such approval will be withdrawn. 

Sec. 107.301. Statutory provisions; organization of small business 
investment companies; approving State chartered companies for 
operations under this Act; conversion of investment and development 
companies. 


ORGANIZATION OF SMALL BUSINESS INVESTMENT COMPANIES 


Sec. 301. (a) Small business investment companies may be formed 
for the purpose of operating under this Act by any number of persons, 
not Jess than 10, who shall subscribe to the articles of incorporation of 
any such company: Provided, That no such company shall be char- 
tered by the Administration under this section in any State unless the 
Administration determines that investment companies cannot be char- 
tered under the laws of such State and operate in accordance with the 
purpose of this Act: Provided, further, That no such company shall 
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be chartered by the Administration under this section after June 30, 
1961. 

(b) The articles of incorporation of any small business investment 
company shall specify in general terms the objects for which the com- 
pany is formed, the name assumed by such company, the area or areas 
in which its operations are to be carried on, the piece where its principal 
office is to be located, and the amount and classes of its shares of capital 
stock. Such articles may contain any other provisions not incon- 
sistent with this Act that the company may see fit to adopt for the 
regulation of its business and the conduct of its affairs. Such articles 
and any amendments thereto adopted from time to time shall be subject 
to the approval of the Administration. 

(c) The articles of incorporation and amendments thereto shall be 
forwarded to the Administration for consideration and approval or 
disapproval. In determining whether to approve the ectatilishanbat 
of such a company and its proposed articles of incorporation, the 
Administration shall give due regard, among other things, to the need 
for the financing of small- business concerns in the area in which the 
proposed company is to commence business, the general character of the 
proposed management of the c ompany, the number of such companies 
previously organized in the United States, and the volume of their 
operations. After consideration of all relevant factor s, the Adminis- 
tration may in its discretion approve the articles of incorporation and 
issue a permit to begin business. 

(d) Upon issuance of such permit, the company shall become and 
be a body corporate, and as such, and in the name designated in its 
articles shall have power— 

(1) to adopt and use a corporate seal; 

(2) to have succession for a period of thirty years, unless ex- 
tended as provided in section 308 (f), or unless sooner dissolved 
by the act of the shareholders owning two-thirds of the stock or 
by an Act of Congress, or unless its franchise becomes forfeited 
by some violation of law or regulation issued hereunder ; 

(3) to make contracts; 

(4) to sue and be sued, complain, and defend in any court of 
law or equity ; 

(5) by its board of directors, to appoint such officers and em- 
ployees as may be deemed proper, define their authority and 
duties, fix their compensation, require bonds of such of them as 
it deems advisable and fix the penalty thereof, dismiss such officers 
or employees, or any thereof, at pleasure, and appoint others to 
fill their places ; 

(6) to adopt bylaws regulating the manner in which its stock 
shall be transferred, its officers and employees appointed, its prop- 
erty transferred, and the privileges granted to it by law exercised 
and enjoyed ; 

(7) to establish branch offices or agencies subject to the ap- 
proval of the Administration ; 

(8) to acquire, hold, operate, and dispose of any property (real, 
personal, or mixed) whenever necessary or appropriate to the 

carrying out of its lawful functions; 

(9) to act as depository or fiscal agent of the United States 
when so designated by the Secretary of the Treasury; 
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(10) to operate in such area or areas as may be specified in 
its articles dP inoripavilials and approved by the Administration ; 
and 

(11) to exercise the other powers set forth in this Act and such 
incidental powers as may reasonably be necessary to carry on the 
business for which the company is established. 

(e) The board of directors of each small business investment com- 
pany shall consist of nine members who shall be elected annually by 
the holders of the shares of stock of the company. 

Sec. 308. * * * (f) Any small business investment company may 
at any time within the two years next previous to the date of the 
expiration of its corporate existence, by a vote of the shareholders 
owning two-thirds of its stock, apply to the Administration for 
approval to extend the period of its corporate existence for a term 
of not more than thirty years, and upon approval of the Administra- 
tion, as provided in section 301 hereof, such company shall have its 
corporate existence extended for such approved period unless sooner 
dissolved by the act of the shareholders owning two-thirds of its stock, 
or by an Act of Congress, or unless its franchise becomes forfeited as 
herein provided. 


APPROVING STATE CHARTERED COMPANIES FOR OPERATIONS UNDER THIS ACT 


Sec. 309. Any investment company chartered under the laws of any 
State expressly for the purpose of operating under this Act may with 
the approval of the Administrator be permitted to operate under the 
provisions of this Act. Such approval shall be given with due regard 
to the factors specified in section 301(c) with respect to organization 
of small business investment companies. 


CONVERSION OF INVESTMENT AND DEVELOPMENT COMPANIES 


Sec. 401. (a) Prior to July 1, 1961, any investment company or any 
State development company may, by the vote of the shareholders own- 
ing not less than 51 percent of the capital stock of such company, with 
the approval of the Administration, be converted into a small business 
investment company under this Act; except that nothing contained 
herein shall be construed to supersede the laws of any State. 

(b) In such case the articles of association and organization cer- 
tificate may be executed by a majority of the directors of the corpor- 
ation, and the certificate shall declare that the owners of 51 percent of 
the capital stock have authorized the directors to make such certificate 
and to change or convert the corporation into a small business invest- 
ment company. A majority of the directors, after executing the arti- 
cles of association and the organization certificate, shall have power 
to execute all other papers and to do whatever may be required to make 
its organization perfect and complete as a small business investment 
company. The shares of any such company may continue to be for the 
same amount each as they were before the conversion, and the directors, 
regardless of number, may continue to be directors of the corpora- 
tion until the election of the board of directors is held in seierdhate 
with regulations of the Administration. 

(c) When the Administration has given to such company a certifi- 
cate that the provisions of this Act have been complied with, such 
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company shall have the same powers and privileges and shall be sub- 
ject to the same duties, liabilities, and regulations, in all respects, as 
are prescribed by this Act for companies originally organized as small 
business investment companies. 

Sec. 107.801-1. Charter requirements. The charter of a Licensee 
shall constitute a grant of being or continued existence as a corporate 
entity, by a State or SBA, in the form of a permit or certificate of 
incorporation or amendment or otherwise, with the specific and sole 
powers and authority recited below. 

In the case of a Charter issued by a State, such powers and author- 
ity can be expressed and granted in any manner consistent with the 
laws of such State and requirements of the State officials charged with 
such responsibilities, provided that each such charter shall contain the 
following provision : 

“This corporation is organized and chartered expressly for the pur- 
pose of operating under the Small Business Investment Act of 1958 
and will operate in the manner and shall have the powers, respon- 
sibilities and be subject to the limitations provided by said Act and 
the regulations issued by the Small Business Administration there- 
under.” 

Said powers and authority shall be as follows: 

(a) To act under a particular name: 

(b) To issue a maximum number of shares of one or more types of 
its stock for a minimum amount of cash ; 

(c) To borrow money and issue its debenture bonds, promissory 
notes, or other obligations under such general conditions and subject 
to such limitations and regulations as SBA may prescribe; 

(d) To provide capital to small-business concerns (as defined by 
SBA) only through the purchase of debenture bonds of such con- 
cerns, bearing interest and containing terms approved by SBA, and 
under the rights, options, agreements and conditions recited in section 
304 (b) (2) and (3), (c) and (d) of the Act; with the right to sell 
or dispose of such bonds, including any stock resulting from the con- 
version thereof, in such manner and under such terms and conditions 
as the Licensee shall determine; 

(e) To make long-term loans (as defined by SBA) to small-busi- 
ness concerns (as defined by SBA) for the purposes and in the manner 
and subject to the conditions described in section 305 of the Act; with 
the right to sell or dispose of such loans in such manner and under 
such terms and conditions as the Licensee shall determine; 

(f) To acquire and make commitments for obligations and securi- 
ties of a single enterprise only within the limitations established by 
section 306 of the Act, unless such limitations are waived by SBA; 

(g) To undertake its operations in cooperation with banks or other 
financial institutions, as contemplated under section 308 (a) of the 
Act; 

(h) To provide consulting and advisory services to small business 
concerns on a fee basis ; 

(i) To invest funds not reasonably needed for its current operations 
only in direct obligations of, or obligations guaranteed as to principal 
and interest by, the United States Government; 

(j) To conduct its operations in accordance with and subject to 
regulations prescribed by SBA; 
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(k) To submit to and pay for examinations made by direction of 
SBA by examiners oPwaryt 4 employed or approved by SBA; 

(1) To make reports to SBA at such times and in such form as SBA 
may require ; 

(m) To conduct its operations in a specified area or areas, without 
limitation, however, as to the residence, domicile, or place of business 
of parties with which it transacts its business or otherwise deals; 

(n) To regulate its business and conduct its affairs in a manner not 
inconsistent with the Act and regulations prescribed by SBA there- 
under; 

(o) Toadopt and use a corporate seal ; 

(p) To have succession for a period of at least thirty years, subject 
to dissolution by the shareholders owning two-thirds of the stock or 
by Act of Congress, in the case of a charter issued by SBA, and subject 
to dissolution in accordance with State law in the case of a charter 
issued by a State; and subject to forfeiture of its License for viola- 
tion of law or of regulation issued under the Act, as well as its fran- 
chise in the case of a charter issued by SBA; 

(p) Tomake contracts; 

(r) To sue and be sued, complain, and defend in any court of law 
or equity ; 

(s) By its board of directors, to appoint such officers and employees 
as may be deemed proper, define their authority and duties, fix their 
compensation, require bonds of such of them as it deems advisable and 
fix the penalty thereof, dismiss such officers or employees, or any 
thereof, at pleasure, and appoint others to fill their places; 

(t) To adopt bylaws regulating the manner in which its stock shall 
be transferred, its officers and employees appointed, its property trans- 
ferred, and the privileges granted to it by law exercised and enjoyed ; 

(u) To maintain a principal office (which shall be designated in its 
Articles) and to establish branch offices or agencies within its operat- 
ing territory, subject to the approval of SBA, provided however, that, 
in the case of a corporation organized under the laws of a State, 
whether to obtain a grant of power and authority from the State to 
establish branch offices or agencies shall be optional with the incorpo- 
rators ; 

(v) To acquire, hold, operate, and dispose of any property (real, 
personal, or mixed) whenever necessary or appropriate to the carrying 
out of its lawful functions; 

(w) To exercise such incidental powers as may reasonably be neces- 
sary to carry out the business for which the corporation is established. 

Sec. 107.301-2. Source of charter. (a) The charter of a Licensee 
shall be obtained from the State in which the Licensee operates or if 
the Licensee operates in more than one State said charter shall be 
obtained from any State within the entire area or areas in which the 
Licensee operates. 

(b) A Licensee conducting operations beyond the jurisdiction of 
the State from which it receives its charter, shall obtain authority or 
otherwise be entitled to conduct its activities in such other State or 
States in accordance with the provisions of its charter, the Act and 
regulations prescribed thereunder. 

(c) SBA will consider the grant of a charter to a Proposed Oper- 
ator only if the Proponents or Proposed Operator cannot obtain a 
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charter from a State, as aforesaid, as required under Sec. 107.301-1 
and operate in accordance with the purpose of the Act. 

Sec. 107.301-3. Organization of a Licensee. (a) A Proposed Oper- 
ator which receives its charter from a State shall conform to the laws 
of such State with respect to the number and qualification of incor- 
rt and directors. 

b) A Proposed Operator which applies for a charter from SBA 
die section 301 (c) of the Act, shall be formed by any number of 
individuals or other entities, not less than ten, who shall subscribe 
to its articles of incorpor ation. The board of directors of such cor- 
poration shall consist of nine members who shall be elected annually 
by its shareholders. 

(c) An investment or State development company which is in proc- 
ess of conversion under Title IV of the Act, and which cannot obtain 
an amendment to its charter in order to qualify for a License, may, 
with the cunsent of SBA, execute its articles of incorporation for a 
charter to be issued by SBA and any other papers required by SBA, 
through a majority of the directors of such investment or develop- 
ment company; and the directors of such company, regardless of 
number, may continue to be directors of such Licensee until the first 
annual stockholders meeting, at which meeting nine directors shall be 
elected. Thereafter, the board of directors of such Licensee shall 
consist of nine members. 

(d) Any charter issued by SBA under section 301 (c) of the Act in 
connection with o conversion of an investment or State development 
company under Title IV of the Act, shall constitute the certificate 
referred to under section 401 (c) of the Act; which charter shall issue 
only if such company cannot obtain from a State within its proposed 
operating area or areas an amended or other corporate franchise 
which would qualify such company for execution and submission of a 
License Application. 

Sec. 107. 3014. Submission of License Application involving SBA 
charter. Inthe event SBA complies with the request in a Proposal to 
authorize the execution and submission of a License Application by a 
Proposed Operator to be chartered by SBA under section 301 (c) of 
the Act, such License Application shall be ratified by such Licensee 
immediately upon issuance of said charter and such charter shall be 
issued subject to such ratification. 

Sec. 107.301-5. Necessity for and nature of License. Only upon 
issuance by SBA of a License to a Proposed Operator, whether 
chartered by a State or SBA, shall such corporation be authorized 
to operate under the Act. A License is not transferable in any 
manner. 

Sec. 107.301-6. Fees for License and SBA charter. (a) A License 
fee of $100 shall be paid to SBA by a Licensee, simultaneously with 
the issuance of its License. 

(b) In addition, a charter fee of $150 shall be paid to SBA by 
any Licensee chartered by SBA under the authority of section 301 (c) 
of the Act, simultaneously with the issuance thereof. 

Sec. 107.301-7. Surrender of License or SBA charter. A Licensee 
may apply to SBA for surrender of its License or SBA charter. 
Such surrender may be authorized under such conditions as may be 
required by SBA in connection therewith, 
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Sec. 107.302. Statutory provisions; capital stock and subordinated 
debentures. 


CAPITAL STOCK AND SUBORDINATED DEBENTURES 


Src. 302. (a) Each company authorized to operate under this Act 
shall have a paid-in capital and surplus equal to at least $300,000. In 
order to facilitate the formation of small business investment com- 
panies, the Administration is hereby authorized, notwithstanding any 
other provisions of law, to purchase the debentures of any such com- 
pany in an amount equal to not more than $150,000. Any debentures 
purchased by the Administration under this subsection shall be sub- 
ordinate to any other debenture bonds, promissory notes, or other 
obligations which may be issued by such companies, and shall be 
deemed a part of the capital and surplus of such companies for pur- 
poses of this section and sections 303 (b) and 306 of this Act. 

(b) Shares of stock in small business investment companies shall 
be eligible for purchase by national banks, and shall be eligible for 
purchase by other member banks of the Federal Reserve System and 
nonmember insured banks to the extent permitted under applicable 
State law; except that in no event shall any such bank hold shares 
in small business investment companies in an amount aggregating more 
than 1 percent of its capital and surplus. 

(c) The aggregate amount of shares in any such company or com- 
panies which may be owned or controlled by any stockholder, or by 
any group or class of stockholders, may be limited by the Administra- 
tion. 

Sec. 107.302-1. /nitial capital and surplus of Licensee. (a) Asa 
condition to the issuance of a License, the Proposed Operator shall 
have a paid-in capital and surplus, in cash, as required under section 
107.201-5 (c) 

(b) The management of a Licensee shall encourage the maximum 
investment therein of private funds. 

(c) To the extent that cash funds are not available to a Licensee 
from private sources to provide any amount of said initial minimum 
capital and surplus in excess of $150,000, SBA, upon request contained 
in the License Application, may purchase or agree to purchase deben- 
tures of such Licensee in an amount equal to such deficiency but not 
in excess of $150,000. Any such debentures (which may be prepaid 
by Licensee without penalty) so purchased by SBA under the provi- 
sions of section 302 (a) of the Act shall be subordinate to any other 
debenture bonds, promissory notes, or other obligations which may be 
issued by such Licensee as determined by SBA, and while treated and 
accounted for as a debt transaction, shall be deemed a part of the 
paid-in capital and surplus of such Licensee for the statutory purposes 
of sections 302 (a) ,303 (b), and 306 of the Act. 

(d) The unavailability of such cash funds from private sources 
shall be deemed to exist upon submission by the Proposed Operator of 
a certificate that such funds are not available for the subject venture. 

(e) Any such subordinated debentures of a Licensee purchased un- 
der section 302 (a) of the Act shall contain such terms and conditions, 
including provisions with respect to subordination, as shall be deter- 
mined by SBA. Such debentures shall be purchased from only one 
Licensee among Licensees having substantially the same beneficial 
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ownership. Interest upon the amount of such debentures shall be at 
the rate of 5 percent per annum, and amortization shall commence 
at the beginning of the second half of the term thereof. Maturities 
shall not exceed twenty years. 

(f) The agreement of SBA to purchase any such subordinated deben- 
tures of a Licensee to provide funds to satisfy the initial minimum 
capital and surplus requirements of a Licensee, under and in accord- 
ance with the provisions of section 302 (a) of the Act, shall constitute 
the equivalent of cash in an amount equal to the amount of such SBA 
commitment, which amount shall thereupon be deemed to be paid 
in as a part of the initial minimum capital and surplus of such Licensee 
for the statutory purposes of sections 302 (a), 303 (b) and 306 of the 
Act. A commitment charge at the rate of one-twelfth of one percent 
of the principal amount of the commitment outstanding for each 
thirty-day period shall be paid to SBA by such Licensee beginning 
with the first day after the first thirty days following such commit- 
ment. Disbursement of such commitment shall be requested by the 
Licensee at any time prior to the end of one year but such commit- 
ment shall be reduced to the extent private equity funds are acquired 
for such purpose prior to any disbursement by SBA on account of such 
commitment. 

Sec. 107.302-2. Consideration for stock of Licensee. Shares of 
stock of any class in a Licensee shall be issued by the Licensee only in 
consideration for the simultaneous payment of cash to the Licensee or 
as stock dividends; but not for services, property or any other non- 
cash consideration. 

Ses. 107.302-3. Disclosure and stockholder protection. The manage- 
ment of a Proposed Operator or Licensee shall keep current financial 
records in accordance with generally accepted accounting principles 
and shall make a full and complete disclosure to its investors and share- 
holders of all matters with respect to the Proposed Operator or 
Licensee. The Licensee shall submit to its shareholders and to SBA 
an interim report containing financial statements covering the opera- 
tions of the first six months of each fiscal year, and shall submit at 
the end of each fiscal year, a report containing financial statements for 
the year and an opinion thereon by an independent Certified Public 
Accountant based on an audit conducted in accordance with generally 
accepted auditing standards. 

Sec. 107.303. Statutory provisions; borrowing power. 


BORROWING POWER 


Sec. 303. (a) Each small business investment company shall have 
authority to borrow money and to issue its debenture bonds, promis- 
sory notes, or other obligations under such general conditions and sub- 
ject to such limitations and regulations as the Administration may 
prescribe. 

(b) To encourage the formation and growth of small business in- 
vestment companies, the Administration is authorized to lend funds 
to such companies through the purchase of their obligations which 
shall bear interest at such rate, and contain such other terms, as the 
Administration may fix. The total amount of obligations purchased 
and outstanding at any one time by the Administration under this 
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subsection in any one company shall not exceed 50 percent of the 
paid-in capital and surplus of such company. 

Sec. 107.303-1. Conditions and limitations upon borrowing power 
of Licensee. (a) Without the prior consent of SBA, the ratio of the 
total amount of outstanding indabtodniens of a Licensee to the paid-in 
capital and surplus (including the unpaid balance due SBA under 
any debentures acquired under section 302 (a) of the Act) of such 
Licensee shall not exceed four to one. 

(b) The Proposal shall set forth in detail the policy, plans, and all 
other information with respect to prospective borrowings, if any, to 
be made by a Proposed Operator as a Licensee from any source other 
than SBA. 

Sec. 107.303-2. SBA operating loans to Licensees. (a) To the ex- 
tent that a Licensee is unable to borrow or otherwise secure operating 
funds from private sources, SBA may lend or agree to lend to such 
Licensee funds for such purpose up to a total amount outstanding at 
any one time not in excess of fifty per cent of the paid-in capital and 
surplus of such Licensee, including as a part of such capital and sur- 
plus any outstanding balance due SBA under subordinated debentures 
purchased by SBA under the provisions of section 302 (a) of the Act. 

(b) The unavailability of such funds from private sources shall be 
deemed to exist upon submission to SBA by the Licensee of a certifi- 
cate that the same are not available for such purpose. 

(c) Such loans may be prepaid at any time without penalty. Inter- 
est upon such loans shall be at the rate of five per cent per annum and 
the maturities thereof shall not exceed twenty years, provided how- 
ever, that SBA, in its discretion, may renew or extend the maturity 
thereof. In the absence of an amortization plan by the borrower 
satisfactory to SBA, said loans shall begin amortization during the 
final half of the term thereof. Any such loan or loans made by SBA 
under the authority of section 303 (b) of the Act shall contain such 
further terms and conditions as shall be determined by SBA. 

Sec. 107.303-3. Purpose and loan requirements. The Management 
of a Licensee should plan to use loan funds available under section 
303 (b) as a source of funds which may be obtained, repaid, and 
obtained again as needed to protect its interest in its investments and 
loans until paid-in capital is available from private sources, thus 
obviating the necessity which would otherwise exist of maintaining 
substantial amounts of uninvested cash for such purposes. Loans un- 
der this section may be obtained by a Licensee in furtherance of its 
stated investment and loan policy. Disbursement of any such loans 
will be subject to the execution and delivery of the certificate required 
by section 107.308-2. 

Sec. 107.804. Statutory provisions; provision of equity capital for 
small-business concerns. 


PROVISION OF EQUITY CAPITAL FOR SMALL-BUSINESS CONCERNS 


Sec. 304. (a) It shall be a primary function of each small business 
investment company to provide a source of needed equity capital for 
small-business concerns in the manner and subject to the conditions 
described in this section. 
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(b) Capital shall be provided by a company to a small-business 
concern under this section only through the purchase of debenture 
bonds (of such concern) which ae 

(1) bear interest at such rate, and contain such other terms, 
as the company may fix with the approval of the Administration; 

(2) be callable on any interest payment date, upon three 
months’ notice, at par plus accrued interest ; and 

(3) be convertible at the option of the company, or a holder 
in due course, up to and including the effective date of any call 
by the issuer, into stock of the small-business concern at the sound 
book value of such stock determined at the time of the issuance of 
the debentures. 

(c) Before any capital is provided to a small-business concern un- 
der this section— 

(1) the company may require such concern to refinance any 
or all of its outstanding indebtedness so that the company is the 
only holder of any evidence of indebtedness of such concern; and 

(2) except as provided in regulations issued by the Admin- 
istration, such concern shall agree that it will not thereafter incur 
any indebtedness without first securing the approval of the com- 
pany and giving the company the first opportunity to finance such 
indebtedness. 

(d) Whenever a company provides capital to a small-business 
concern under this section, such concern shall be required to become a 
stockholder-proprietor of the company by investing in the capital stock 
of the company, in an amount equal to not less than 2 percent nor more 
than 5 percent of the amount of the capital so provided, in accordance 
with regulations prescribed by the Administrator. - 

Sec. 107.304-1. Sale and purchase of convertible debentures. (a) 
Each Licensee shall constitute a source of funds for the purchase of 
convertible debentures to provide for the sound, long-term financing. 
of the operations, growth, expansion, and modernization of small- 
business concerns. 

(b) All such convertible debentures shall have stated maturities 
of not less than 5 years and shall be callable by the issuer on any in- 
terest payment date, upon three months’ notice, at the face value thereof 
plus accrued interest thereon, and shall contain an option for the orig- 
inal holder or any holder in due course thereof, to convert the same 
into stock of the small business concern, at any time up to and including 
the effective date of any call thereof by the small business concern. 

(ec) Said convertible debentures shall be convertible into the number 
of shares of stock of such small business concern, of an agreed type 
representing a total value equal to the face value of the convertible 
a taodbans being converted. 

(d) The value per share of said stock shall be the sound book value 
thereof, determined at the time of the issuance of said convertible de- 
bentures. Book value shall be determined in accordance with gen- 
erally accepted accounting principles, and sound book value may be 
arrived at through consideration of all pertinent factors including the 
actual value of the assets of said small business concern and the relation- 
ship of the earnings of such concern to its invested capital. 
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(e) Two or more Licensees may participate in the purchase of such 
convertible debentures, provided that a single Licensee does not exceed 
the limitations imposed by Sec. 107.306-1. 

(f) The rate of interest stated in any such convertible debentures 
shall not exceed the maximum rate, if any, applicable to such trans- 
action under local law. In the event such a maximum rate does not 
exist, the maximum rate of interest which will be stated in any such 
convertible debentures shall be established by such Licensee and set 
forth in the Proposal for the approval of SBA. 

(g) Any Licensee may require that a small business concern agree 
as a condition of purchasing convertible debentures of such concern, 
that such small business concern will not incur any additional in- 
debtedness after such purchase and while the debentures remain out- 
standing, without securing the prior approval of such Licensee and 
giving such Licensee the first opportunity to finance such additional 
indebtedness: Provided however, 'That the Licensee shall allow appro- 
priate exceptions for open account or other short-term credit. 

(h) Simultaneously with each delivery of and payment for any 
such convertible debentures (in full or partial performance of an 
agreement between the small business concern and a Licensee under 
which a specified amount of such bonds shall be issued), the small 
business concern shall purchase capital stock of such Licensee (at a 
price per share established by such Licensee with the concurrence 
of such concern) in an amount equal to two per cent of the amount 
of bonds delivered until $50,000 is paid by such Licensee on account 
of the total amount of bonds to be delivered in performance of said 
arrangement, and thereafter in an amount equal to three per cent of 
the amount of bonds delivered until $100,000 is paid by such Licensee 
on account of said total amount of bonds to be delivered in perform- 
ance of said arrangement, and thereafter the amount of such stock 
to be purchased shall equal five per cent of the amount of bonds 
delivered in performance of said arrangement; provided however, 
that a Licensee which is not indebted to SBA may issue such capital 
stock with a repurchase option, which may be exercised in not less 
than 30 days at the price paid per share. A Licensee shall not re- 
purchase such capital stock so long as the Licensee is indebted to SBA. 
Small business concerns may, however, sell such capital stock at any 
time subject to the repurchase option, if any. 

(i) Section 304 (b) (1) of the Act requires that SBA approve all 
terms fixed by the Licensee in addition to those prescribed elsewhere 
in this section. This requirement of the Act will be satisfied by the 
inclusion in the Proposal for the prior approval of SBA of the stand- 
ard terms, provisions and conditions, including the initial pricing 
policy, intended to be imposed by a Licensee generally in connection 
with the purchase of convertible debentures from small business con- 
cerns. However, under the free principles of the market place, a 
Licensee and smal] business concerns may negotiate the specific terms 
and conditions applicable to the financing of the particular small busi- 
ness concern without obtaining the participation in such negotiation 
or approval of SBA for each transaction, and may negotiate any spe- 
cial terms and conditions that are reasonably applicable to the 
situation without approval of SBA unless such special terms and con- 
ditions constitute a major variance from the pullin of the Licensee 
stated in its Proposal and previously approved by SBA. The agree- 
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ment on such special terms and conditions may be made conditional 
on approval from SBA. Requests for approval of any such special 
terms and conditions will receive prompt consideration and decision 
by SBA. (See also Section 107.308-7 (c) of this part.) 

Sec. 107.305. Statutory provisions; long-term loans to small-business 


concerns. 
LONG-TERM LOANS TO SMALL-BUSINESS CONCERNS 


Sec. 305. (a) Each company is authorized to make loans, in the 
manner and subject to the conditions described in this section, to incor- 
porated and unincorporated small-business concerns in order to pro- 
vide such concerns with funds needed for sound financing, growth, 
modernization, and expansion. 

(b) Loans made under this section may be made directly or in 
cooperation with other lending institutions through agreements to 
participate on an immediate or deferred basis. In agreements to 
participate in loans on a deferred basis under this subsection, the par- 
ticipation by the company shall not be in excess of 90 per centum of 
the balance of the loan outstanding at the time of disbursement. 

(c) The maximum rate of interest for the company’s share of any 
loan made under this section shall be determined te the Administra- 
tion. 

(d) Any loan made under this section shall have a maturity not 
exceeding twenty years. 

(e) Any loan made under this section shall be of such sound value, 
or so secured, as reasonably to assure repayment. 

(f) Any company which has made a loan to a small-business con- 
cern under this section is authorized to extend the maturity of or 
renew such loan for additional periods, not exceeding ten years, if 
the company finds that such extension or renewal will aid in the orderly 
liquidation of such loan. 

Sec. 107.305-1. Long-term loans by Licensee to small-business con- 
cerns. 

(a) Each Licensee shall constitute also a source of funds for long- 
term loans for the sound financing of the operations, expansion and 
modernization of small-business concerns. Such loans shall not pro- 
vide any right in a Licensee to acquire any stock or other proprietary 
interest in the borrower, except through the medium of collateral 
security. 

(b) Any such loan made by a Licensee to a small-business concern 
shall provide for a maturity of not less than five years; except that 
loans for terms of less than five years may be made to a borrower which 
has previously received a long-term loan or has issued convertible 
debentures to such Licensee, when necessary to protect the interests 
of a Licensee in such long-term loan, convertible debentures or stock. 

(c) Payment of all or any part of such loans may be anticipated by 
the borrower on any interest payment date. 

(d) Any such loan shall have a maturity of not exceeding twenty 
years; and such loans shall be of such sound value, or so secured, as 
reasonably to assure repayment. The Licensee may extend the matur- 
ity of or renew any such loan for additional periods, not exceeding ten 
years, if the Licensee finds that such extension or renewal will aid in 
the orderly liquidation of such loan. 

32893—58——15 
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(e) The rate of interest for a Licensee’s share of any loan to a 
small-business concern shall not exceed the maximum rate, if any, 
applicable to such loan under local law. In the event such a maximum 
rate does not exist, the maximum rate of interest for the Licensee’s 
share thereof shall be set forth in the Proposal for the determination 
of SBA, as provided by the Act. 

(f) All loans shall be based upon negotiations between Licensees 
and small-business concerns. 

Sec. 107.306. Statutory provisions ; aggregate limitations. 


AGGREGATE LIMITATIONS 


Sec. 306. Without the approval of the Administration, the aggre- 
gate amount of obligations and securities acquired and for which com- 
mitments may be issued by any small business investment company 
under the provisions of this Act for any single enterprise shall not 
exceed 20 percent of the combined capital and surplus of such small 
business investment company authorized by this Act. 

Sec. 107.306-1. Jnvestment and loan limitations. (a) Without the 
prior written approval of SBA, the aggregate amount of obligations 
and securities fineleding stock of a small-business concern acquired 
under the conversion privilege contained in a convertible debenture 
bond and based upon the agreed value thereof at the time of acqui- 
sition) of a particular small-business concern held by a Licensee 
(including outstanding commitments of such Licensee to such small- 
business concern) shall not exceed 20 percent of the combined capital 
and surplus (including as a part thereof the unpaid balance of any 
outstanding SBA loan received under the authority of section 302(a) 
of the Act) of such Licensee. 

(b) Self-dealing to the prejudice of SBA or the Licensee’s share- 
holders is prohibited. "Without the prior approval of SBA, a Licensee 
shall not purchase convertible debentures of, or make a loan to, an 
officer, director, or owner of 10 or more percent of the stock of said 
Licensee, or any close relative of such officer, director, or owner, or 
to any company in which such officer or director or owner or his close 
relative is an officer or director or owns 10 or more percent of the 
stock, or is a partner; Provided: That nothing herein contained is 
intended to preclude a Licensee from permitting an officer, employee 
or representative from serving as a director, officer, or in any other 
capacity in the management of a small business concern for the pur- 
pose of protecting its investment in or loan to such concern. 

(c) Without prior approval of SBA, no Licensee, nor any officer 
or director thereof at Rocvay money from a small business concern 
or from any officer, director or owner thereof, which has sold con- 
vertible debentures to or has borrowed money from said Licensee. 

Sec. 107.307. Statutory provisions; exemptions. 


EXEMPTIONS 


Sec. 307. (a) Section 3 of the Securities Act of 1933, as amended 
(15 U. S. C. 77c), is hereby amended by inserting at the end thereof 
the following new subsection (c) : 

“(c) The Commission may from time to time by its rules and 
regulations and subject to such terms and conditions as may be pre- 
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scribed therein, add to the securities exempted as provided in this 
section any class of securities issued by a small business investment 
company under the Small Business Investment Act of 1958 if it finds, 
having regard to the purposes of that Act, that the enforcement of 
this Act with respect to such securities is not necessary in the public 
interest and for the protection of investors.” 

(>) Section 304 of the Trust Indenture Act of 1939 (15 U.S. C. 
T7ddd) is hereby amended by adding the following subsection (e) : 

“(e) The Commission may from time to time by its rules and : 
lations, and subject to such terms and conditions as mean preseri 
herein, add to the securities exempted as provided in this section any 
class of securities issued by a small business investment company 
under the Small Business Investment Act of 1958 if it finds, having 
regard to the purposes of that Act, that the enforcement of this Act 
with respect to such securities is not necessary in the public interest 
and for the protection of investors.” 

(c) Section 18 of the Investment Company Act of 1940 (15 U.S.C. 
80a-18) is amended by adding at the end thereof the following: 

“(k) The provisions of subparagraphs (A) and (B) of paragraph 
(1) of subsection (a) of this section shall not apply to investment 
companies operating under the Small Business Investment Act of 
1958.” 

Sec. 107.307-1. [Reserved. ] 


Sec. 107.308. Statutory provisions ; miscellaneous. 


MISCELLANEOUS 


Sec. 308. (a) Wherever practicable the operations of a small busi- 
ness investment company, including the generation of business, may be 
undertaken in cooperation with banks or other financial institutions, 
and any servicing or initial investigation required for loans or acquisi- 
tions of securities by the company under the provisions of this Act 
may be handled through such oan s or other financial institutions on 
a fee basis. Any ae business investment company may receive fees 
for services rendered to banks or other financial institutions. 

(b) Each small business investment company may make use, wher- 
ever practicable, of the advisory services of the Federal Reserve Sys- 
tem and of the Department of Commerce which are available for and 
useful to industrial and commercial businesses, and may provide con- 
sulting and advisory services on a fee basis and have on its staff 
pees competent to provide such services. Any Federal Reserve 

ank is authorized to act as a depository or fiscal agent for any com- 
pany organized under this Act. Such companies may invest funds 
not reasonably needed for their current, operations in direct obliga- 
tions of, or obligations guaranteed as to principal and interest by, the 
United States. 

(c) The Administration is authorized to prescribe regulations gov- 
erning the operations of small business investment companies, and to 
carry out the provisions of this Act, in accordance with the purposes 
of this Act. Each small business investment company shall be subject 
to examinations made by direction of the Administration by exam- 
iners selected or approved by the Administration, and the cost of such 
examinations, including the compensation of the examiners, mav in 
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the discretion of the Administration be assessed against the company 
examined and when so assessed shall be paid by such company. Every 
such company shall make such reports to the Administration at such 
times and in such form as the Administration may require ; except that 
the Administration is authorized to exempt from making such reports 
any such company which is registered under the Investment Company 
Act of 1940 to the extent necessary to avoid duplication in reporting 
requirements. 

(d) Should any small business investment company violate or fail 
to comply with any of the provisions of this Act or of regulations 
puienseitied hereunder, all of its rights, privileges, and franchises 
derived therefrom may thereby be forfeited. Before any such com- 
pany shall be declared dissolved, or its rights, privileges, and fran- 
chises forfeited, any noncompliance with or violation of this Act shall 
be determined and adjudged by a court of the United States of com- 
petent jurisdiction in a suit brought for that purpose in the district, 
territory, or other place subject to the jurisdiction of the United 
States, in which the principal office of such company is located. Any 
such suit shall be brought by the United States at the instance of the 
Administration or the Attorney General. 

(e) Whenever in the judgment of the Administration any person 
has engaged or is about to engage in any acts or practices which con- 
stitute or will constitute a violation of any provision of this Act or 
of any regulation thereunder, the Administration may make applica- 
tion to the proper district court of the United States, or a United 
States court of any Territory or other place subject to the jurisdiction 
of the United States, for an order enjoining such acts or practices, 
or for an order enforcing compliance with such provision, or regula- 
tion, and such courts shall have jurisdiction of such actions and, upon 
a showing by the administration that such person has engaged or is 
about to engage in any such acts or practices, a permanent or tem- 

rary injunction, restraining order, or other order, shall be granted 
without bond. 


* * * * + * * 


(8) Nothing in this Act or in any other provision of law shall 
be deemed to impose any liability on the United States with respect 
to any obligations entered into, or stocks issued, or commitments 
made, by any company organized under this Act. 

Sec. 107.308-1. Maintenance of unimpaired capital. (a) Each Li- 
censee shall maintain at all times an unimpaired capital. 

(b) An impairment shall be deemed to exist when, with the assets 
and liabilities (including debentures purchased by SBA under sec- 
tion 302 (a) of the Act) evaluated by sound accounting principles, the 
earned surplus deficit exceeds either the paid-ip surplus or 50 percent 
of the combined capital stock and paid-in surplus. 

Sec. 107.308-2. Conditions governing disbursement of SBA funds. 
(a) Prior to the disbursement of any funds to a Licensee under the 
authority of section 302 (a) or section 303 (b) of the Act, the execu- 
tive officer and at least three members of the board of directors of 
such Licensee, in their personal capacity (to the best of their know]l- 
edge and belief) and for and on behalf of such Licensee, shall execute 
and deliver to SBA the following written certification and statement 
on SBA Form No. 420 (for the purpose of obtaining the subject funds 
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for such Licensee and for the purpose of inducing SBA to disburse 
such funds as contemplated eid section 16 (a) of the Small Busi- 
ness Act, which subsection is applicable and extended to the func- 
tions of SBA under the Act) that: 

(1) The Licensee has not violated and is not in violation of any 
provisions of the Act, its charter, its License, or any regulations 
issued under the Act. 

(2) The capital of such Licensee is not impaired. 

(3) The Licensee will employ such funds in accordance with 
the purposes and provisions of section 304 or section 305 of the 
Act within 30 days after receipt thereof, subject to further exten- 
sion at the discretion of SBA. 

(4) The names of any attorneys, agents, or other persons en- 
gaged by or on behalf of such Licensee for the purpose of repre- 
senting it in preparing, filing or expediting the application of 
such Licensee for the financial assistance involved, and the fees 
paid or to be paid to any such persons, have been disclosed to SBA; 
and the Licensee has executed an agreement with SBA bindin 
such Licensee for a period of two years after disbursement o 
any such funds to way Licensee, to refrain from employing, ten- 
dering any office or employment to, or retaining for professional 
services any person who, on the date of such disbursement, or with- 
im one year prior thereto, shall have served as an officer, attorney, 
agent, or employee of SBA occupying a position or engaging in 
activities which SBA shall have determined involve discretion 
with respect to the granting of such financial assistance. 

(5) Such funds will not be knowingly or intentionally em- 
ployed by the Licensee for any purpose which would cause a sub- 
stantial increase of unemployment in any area of the country. 

(b) Such certificate and statement may be qualified with such in- 
formation, explanation, and data as the parties thereto may determine 
and establish as a part thereof; provided, however, that upon the in- 
clusion in any such certificate and statement any such qualifying ma- 
terial SBA may withhold disbursement of all or any portion of the 
funds involved pending consideration thereof by SBA, and after such 
consideration SBA may thereupon or subsequently cancel any commit- 
ment or other obligation to disburse all or any portion of the funds in- 
volved. If SBA shall determine, by examination or otherwise, that 
there is an impairment of capital, or that there has been a violation 
by the Licensee of any provision of subsection (a) of this section, 
SBA may withhold disbursement of all or any portion of the funds 
involved and may thereupon or subsequently cancel any commitment 
or obligation to disburse all or any part of the funds involved. 

(c) Requests to SBA for funds under section 302 (a) or section 
303 (b) of the Act shall be submitted on SBA Form No. 416, which 
form in case of requests for financial assistance under section 302 (a) 
of the Act shall be submitted as a part of the License Application. 

Sec. 107.308-3. Jdle operating funds. A Licensee may invest funds 
not reasonably needed for current operations, only in direct obligations 
of, or obligations guaranteed as to principal and interest. by, the 
United States Government. 

Sec. 107.308-4. Ewaminations. (a) Each Licensee shall be subject 
to examination by SBA. 
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(b) Such examinations shall cover any and all matters as deter- 
mined by SBA; and shall be conducted by SBA or by any examiners 
selected by SBA. 

(c) The cost of each examination, including the compensation of 
examiners, shall be assessed against and paid by the Licensee involved. 

(d) The time and manner of conducting any such examination shall 
be determined by SBA in each case. 

(e) A Licensee will be examined and criticized by SBA examiners, 
among other matters, on the basis of the management and operating 
plans and policies set forth in the Proposal filed by it with SBA as an 
inducement for the issuance of such license. 

(f) As such examination, the SBA may accept the interim and 
annual reports required by Sec. 107.302-3 of these regulations, together 
with such additional information as may be requested by SBA. 

Sec. 107.308-5. Reports. (a) In addition to the report to SBA 
required by Sec. 107.302-3, each Licensee shall submit a sup ey 
report at the end of each six months period of operation to SBA whic 
need not be furnished to its shareholders. Such supplementary report 
shall include, in such form as may be requested by SBA, a review of 
the activities of the Licensee during the period involved, with a state- 
ment and evaluation of such debentures, notes or other assets as have 
been or may have been acquired during such period. 

(b) Interim reports covering such matters as SBA shall determine 
shall be submitted by a Licensee upon request or call of SBA. 

Sec. 107.308-6. Governenent liability. (a) Nothing in the Act or 
in any regulations issued thereunder or in any other provision of law 
shall be deemed to impose any obligation or liability on the United 
States Government or any agency thereof, including SBA, with respect 
to any obligations entered into, or stocks issued, or commitments made, 
by any Licensee, or with respect to any other matter involving a 
Licensee. 

(b) No Licensee, in issuing or selling any security shall represent 
or imply in any manner whatsoever that such security has been guar- 
anteed, sponsored, recommended, or approved by the United States or 
any agency or officer thereof, and a statement to such effect shall be 
included in any solicitations to investors. 

Sec. 107.308-7. Activities of Licensee. (a) A Licensee shall engage 
in and conduct only the activities set forth in and contemplated under 
the Actand shall not engage in or conduct any other activities. 

(b) A Licensee shall not amend its franchise authority to permit the 
conduct of any activities other than as recited above. 

(c) A Licensee shall not change its investment policy, plans to raise 
additional capital, borrowing or other plans, previously submitted to 
SBA in its Proposal or otherwise, without the prior written consent 
of SBA. Any change in the officers, directors or owners of ten or 
more percent of its stock, as set forth in its Proposal or otherwise 
previously submitted to SBA, shall be reported immediately to SBA; 
and such changes shall be subject to the approval of SBA as a condi- 
tion for the continuance of the License of such Licensee. Any condi- 
tions imposed by SBA in connection with the latter, shall be complied 
with by the Licensee. 

Sec. 107.308-8. Znsurance. A Licensee shall maintain fidelity or 
such other types of bonds or insurance as shall be required by SBA. 
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Sec. 107.308-9. Prohibited uses. No funds may be provided by a 
Licensee to a small business concern for : 

Re-lending by the small business concern ; 

Purposes not contemplated by the Act; : 

Purposes contrary to the public inte including but not limited 
to gambling enterprises and activities, and any pu which would 
encourage monopoly or be inconsistent with accepted standards of free 
competitive enterprise ; or 

Use outside the States herein defined. : 

Sec. 107.308-10. Enjoiner of violations. Whenever in the judgment 
of SBA any person, including a Licensee, has engaged or is about to 
engage in any acts or practices which constitute or will constitute a 
violation of any provisions of the Act or of any regulation thereunder, 
SBA shall apply to a proper court for an order enjoining such act or 
reals or for an order enforcing compliance with such provision 
or regulation. 

Sec. 107.308-11. Forfeiture of License. Final determination by a 
court of the United States that a Licensee has violated or failed to 
comply with “te the provisions of the Act or regulations prescribed 
thereunder, sha ee effect a forfeiture of the License of such 
Licensee, as well as the charter, if any, granted by SBA under section 
301 (c) of the Act. 

Sec. 107.308-12. Amendments to Act and Regulations. A Licensee 
shall be subject to all existing and future provisions of the Act and 
regulations issued thereunder. 


Wenvett B. Barnes, Administrator. 
Dated: December 1, 1958. 








DepaRTMENT OF SrarTe, 


Washington, November 7, 1958. 
Hon. Wrieut Parman, 


Chairman, Select Committee on Small Business, 
House of Representatives. 

Dear Mr. Patrman: Reference is made to an informal request on 
October 22, 1958, by a member of the staff of the House Select Com- 
mittee on Small Business for information on the latest developments 
relating to scrap importing arrangements of the European Coal and 
Steel Community. 

Enclosed is a summary of recent developments concerning this 
subject which was prepared by the United States Mission to the 
European Communities. 

If the Department can be of any further assistance to you, please 
let us oe 

incerely yours, 
Wim B. Macomeer, Jr., 
Assistant Secretary. 


Recent DEvELOPMENTS ON nana nara ARRANGEMENTS OF THE 
The High Authority of the Euro Coal and Steel Community 


(CSC) had asked the Council of Ministers for the extension of the 
present scrap equalization system to January 31, 1959, in order to 
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give more time for consideration of a system that might lead toward 
freedom after a certain transition period. The CSC Council 
of Ministers, at its meeting on October 14, gave approval to the High 
Authority for extension of the present system only to November 30, 
1958, ps 4 on the condition that any further disbursements for equaliz- 
ing maoree and Community scrap prices for new import contracts be 
suspended. The High Authority issued a decision extending the 
validity of the present system to November 30, 1958, but in view of 
the attitude of the Council of Ministers, it may be expected that the 
High Authority will not accept, up to the end of November this year, 
any quantities of import scrap into the perequation scheme. Action 
to be taken after November 30, 1958, will be dependent on a later 
decision. 

The cessation of equalization payments will undoubtedly result in 
the discontinuation of further purchases of American scrap by CSC 
consumers during this period because of the higher American price. 
Community scrap prices may consequently move upward in response 
to the added demand from buyers previously buying in the United 
States although the market situation is at present so weak that 
the upward movement of prices might well remain within moderate 
limits. The Council decision was based in part on the easier Com- 
munity scrap and coke situation and in part on the difficulty of reach- 
ing eet on any system other than the price market mechanism 
for discouraging scrap consumption and encouraging greater pig 
iron production. 

Other aspects of the Council action may be noted as follows: 

1. Italy is the CSC country most immediately affected. Its scrap 
stocks are low and Italy must therefore now enter Community mar- 
ket, mainly Germany, to fill its monthly import needs for about 
200,000 tons. These quantities were previously obtained from the 
United States because of equalization payments incentive. 

2. The Community internal scrap price may rise to the point at 
which it becomes profitable to switch to the use of pig iron. The 
Community pig iron price will be the ceiling because unused pig iron 
capacity, e. g., in Germany, makes possible such substitution. The 
present period thus contrasts with the previous period of shortage 
when market freedom would have resulted in a rise of Community 
scrap prices to the delivered American scrap price level due to the 
absence of such possibilities for the substitution of Community pig 
iron. 

8. Market freedom in scrap is expected to contribute some relief 
to coal difficulties by stimulating the increased used of Community 
{mainly German) coke in pig iron production. 

4. The equalization levy on Community scrap consumption (most 
recently $3.50 per ton) will continue as long as necessary to meet obli- 
gations already incurred. 

5. The OCCF will be continued on a standby basis at least to No- 
vember 30. If the equalization system is abandoned at that time, 
it is not yet clear whether a common import purchasing agency will 
be continued on a private basis without the equalization system. It 
is also not clear whether the High Authority would or legally could | 
object to such a private common purchasing agency if such an agency 
were not associated with per equation system. 





9st 
sli- 


\O- 
ne, 
vill 
uld 
ancy 





FINAL REPORT ON SMALL BUSINESS 225 


6. Scrap imports from the United States into the Community from 
January to August 1958 (actually received), 1,042,760 metric tons; 
purchased but not yet delivered, 348,500 metric tons; total, 1,391,360 
metric tons. 

No further imports from the United States being expected in the 
course of this year, the total of the ape ies import scrap from 


the United States during 1958 may be estimated at roughly 1.4 million 
metric tons. 
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1H. Res. 251, 85th Cong., 2d sess.) 
RESOLUTION 


Resolved, That the Committee on the District of Columbia, acting 
as a whole or by subcommittee, is hereby authorized to conduct a full 
and complete investigation and study of the following: 

(1) The operation, administration, and enforcement of the 
District of Columbia Public Works Act of 1954: 

(2) The operation, administration, and enforcement of the 
District of Columbia Revenue Act of 1956; and 

(3) The organization, management, operation, and admin- 
istration of the Department of Public Health of the District of 
Columbia (including but not limited to District of Columbia 
General Hospital). 

For the purpose of carrying out this resolution the committee or 
subcommittee is authorized to sit and act during the present Congress 
at such times and places within the United States, exclusive of any 
Territory, Commonwealth, or possession thereof, whether the House 
has recessed, or has adjourned, to hold such hearings, and to require, 
by subpoena or otherwise, the attendance and testimony of such 
witnesses and the production of such books, records, correspondence, 
memoranda, papers, and documents, as it deems necessary. Sub- 
poenas may be issued under the signature of the chairman of the 
committee or any person designated by him, and may be served by 
any person designated by such chairman or member. 

The committee shall report to the House as soon as practicable 
during the present Congress the results of its investigation and study, 
together with such recommendations as it deems advisable. An 

| such report which is made when the House is not in session shall be 
filed with the Clerk of the House. 
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LETTER OF SUBMITTAL 





HovssE or REPRESENTATIVES, 
CoMMITTEE ON THE District or CoLUMBIA, 
Washington, D.C., January 3, 1959. 
Hon. Rautpea Roserts, 
Clerk, House of Representatives, 
Washington, D.C. 

Dear Mr. Roserts: There is herewith submitted the final report 
of the Special Subcommittee To Investigate the Operation, Adminis- 
tration, and Enforcement of the Public Works Act of 1954; the 
Revenue Act of 1956; and the Organization, Management, Operation, 
and Administration of the Department of Public Health of the 
District of Columbia pursuant to the terms of House Resolution 251, 
85th Congress, 1st session. 

Sincerely yours, 
Joun L. McMmuan, 
Member of Congress, Chairman. 


v 














LETTER OF TRANSMITTAL 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D.C., January 3, 1959. 
Chairman, Committee on the District of Columbia, House of Repre- 
sentatives, Washington, D.C. 

Dear Mr. CuairmMan: By direction of the special subcommittee 
investigating the operation, administration, and enforcement of the 
Public Works Act of 1954, the Revenue Act of 1956, and the organiza- 
tion, management, operation, and administration of the Department 
of Public Health of the District of Columbia, I transmit herewith the 
subcommittee’s final report on the matters committed to it by House 
Resolution 251 of the 85th Congress, Ist session. 

Sincerely yours, 


JAMEs C. Davis. 
vit 
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9d Session No. 2719 


REPORT OF THE SPECIAL SUBCOMMITTEE TO INVESTIGATE THE 
OPERATION, ADMINISTRATION, AND ENFORCEMENT OF THE 
PUBLIC WORKS ACT OF 1954, THE REVENUE ACT OF 1956, AND 
THE ORGANIZATION, MANAGEMENT, OPERATION, AND ADMIN- 
ISTRATION OF THE DEPARTMENT OF PUBLIC HEALTH OF THE 
DISTRICT OF COLUMBIA 


JANUARY 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMrzan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[Pursuant to H. Res. 251, 85th Cong.] 


Pursuant to the direction of the House of Representatives and the 
authority provided in House Resolution 251 of the 85th Congress, 
calling for the investigation and study of (1) the operation, adminis- 
tration, and enforcement of the District of Columbia Public Works 
Act of 1954; (2) the operation, administration, and enforcement of 
the District of Columbia Revenue Act of 1956; and (3) the organiza- 
tion, management, operation, and administration of the Department 
of Public Health of the District of Columbia (including but not 
limited to the District of Columbia General Hospital), the Fiscal 
Affairs Subcommittee and the special investigating subcemmittee of 
the House Committee on the District of Columbia proceeded to study 
and investigate these phases of the government of the District of 
Columbia and submits this report to the Committee on the Whole 
House on the State of the Union. 

Because of the close relationship of the District of Columbia public- 
works program, the costs of financing this program along with the 
routine operating expenses of the District, and the adequacy of 
revenues for both purposes, the study relating to the Revenue Act 
and the Public Works Act was conducted by the investigating staff 
under the Fiscal Affairs Subcommittee. The remaining part of the 
resolution was carried out by a detailed investigation with hearings 
by the special investigating subcommittee. 

1 
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Tae District or Cotumpia Pusitic Works Act or 1954 AND 
THE District oF CotumBIiA REVENUE Act oF 1956 


The committee investigator did considerable research on these two 
closely interrelated acts, last winter and spring, for the immediate 
benefit of the Fiscal Affairs Subcommittee of the House Committee 
on the District of Columbia. His findings are summarized quite 
briefly in the following memorandums. 

It appears to this committee that these figures indicate an impera- 
tive need for the District of Columbia Commissioners to launch a 
thorough study of the present personnel policies of the District govern- 
ment, which have skyrocketed the number of employees in recent 
years far higher percentagewise than is the case in any other American 
city within 100,000 of the District’s population and consequently have 
caused a percentage increase in the payroll also far beyond that of 
any other of these cities. It is difficult to see how the present trend 
can lead elsewhere but to financial disaster. 

The subcommittee’s study of all factors led them to recommend 
that the Federal contribution to the District of Columbia be increased 
to $32 million per year, and this recommendation was adopted by the 
Congress. 


1. Revenues 


FINANCIAL DATA ON THE DISTRICT OF COLUMBIA 


The District of Columbia stands No. 1 among the 13 cities having 
populations between 500,000 and 1,000,000 in revenues which it col- 
lects itself. Its margin in this respect over the next nearest city is 
steadily increasing. Also, the District ranks No. 1 among these cities 
in total revenues (including contributions from Federal or State 
Governments). 

Conclusion.—Comparatively speaking, the District does not appear 
to be badly off from the standpoint of income. 


2. Obligations and expenses 


While it is recognized that the District of Columbia has certain 
obligations and expenses not shared by any other of these cities, 
because of its peculiar position as the Nation’s Capital, it must be 
remembered that this situation has always existed. Hence, this does 
not explain the following: 

(a) The number of city government employees, exclusive of school 
employees which most of these cities do not employ, has risen far 
more percentagewise in the District, from 1952 through 1956, than 
in any other U.S. city within 100,000 of its population. Figures: 


Percent increase 


MTA J ciiinartc. 2405. avis ih Jhb sss duds - hee aesand 6.4 
I 2.7 
ER aha a ee ee 2.8 
ete Str ee we tn Se eee gee eee Bee IL as SES 3.4 
eae Us ee Se ii) 4K BO. ced 5 kk 6 


(6) The number of classified city government employees in th 
District has increased by 61.8 percent since 1951, with certain highly 
paid categories increased by as much as 325 percent. 
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(ec) The payroll of the District of Columbia government has in- 
creased much more percentagewise than in any other U.S. city 
within 100,000 of its population. Figures (between 1951 and 1956): 


Percent increas? 
Washington; D.C. ...- <5 oj -adde headers RR oa) eae 49.0 
San. Preneiece..... ~~ -+ » <bsniheds o-4 ba ee cs, tae ce be eee 39.3 
FES oo no an oe gccle ans os whe Serine agin xn eae 19.9 
CE AN te ca ces be sw enw wm ee op ses cent oem ts ants cee 32.2 
Creversiid So ee ee See 18.9 


(Notre.—All percentages quoted are taken from figures found in “Compendium 


of City Government Finances,’’ U.S. Department of Commerce, Bureau of the 
Census.) 


3. Public-works program 


This program, adopted in 1954, anticipated spending $321 million 
over a 10-year period, starting with fiscal year 1955. 

At present, the end of the first 4 years of the program, an Advisory 
Committee appointed by the Commissioners recommended a total of 
$141.1 million for the last 6 years of the ygaer or twice the amount 
originally scheduled for that period. This, with the estimated oper- 
ating expenses, would cause a deficit of $142.2 million at the end of 
fiscal year 1964. Consequently, the committee recommended a loan 
of $77 million from the Federal Treasury, and an increase in the Fed- 
eral payment to the District of $7.5 million per year. 

The Commissioners reviewed these recommendations and raised 
these figures to $145.5 million total expenditure, which will increase 
the deficit to $154 million, when considered with revision of revenue 
estimates and estimated obligations. (Of this amount, $53.3 million 
is for school construction. Mr. Schuyler Lowe, Chief of the Depart- 
ment of General Administration, indicated that between $7 and $8 
million of this is to reduce the pupil-teacher ratio in the elementary 
schools to an average of 30:1.) Also, this includes $18.9 million for the 
new west administration building. This proposal raises the loan 
sought to $100 million. 


4. Financial status 


(a) General fund.—1. From 1959 through 1964: 

A. Estimated income from revenues will increase by a total 
of $9.7 million. The average increase is estimated to be $1.94 
million per year. 

B. Estimated operating expenses will increase by a total of 
$46 million, an average increase of $0.2 million per year. 

C. Estimated total funds available will total $1,203.2 million. 

(Notre.—This figure includes $8 million “deficit”? in Federal payments 
for 1956, 1957, and 1958. Also, it includes $6.3 million as increased revenue 
from an anticipated Federal pay increase. It likewise includes $100.3 


million as a loan from the Federal Government and an annual Federal 
payment of $23 million to the general fund.) 


D. Estimated total obligations will total $1,203.2 million. 

II. While these totals show a balanced budget for the entire remain- 
ing 6 years of the public works program, the picture is complicated 
by the following: 

A. Whereas the annual figures in this presentation show a 


yearly surplus through 1961, there is an annual deficit forecast 
for each year thereafter. 
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B. This annual deficit will increase sharply from 1965 for two 
reasons. First, there will on longer be a $20 million amount 
from the loan source to include in the annual income figure. 
And second, the first proposed repayment on the loan will occur 
in 1965. Thus from 1965 forward, the total annual income will 
decrease and the total annual obligation will increase because of 
this loan. 


5. Other funds 
(a) By fiscal year 1964: 
I. The highway fund will reach a year’s deficit of $3 million. 
IJ. The water fund will reach a year’s deficit of $0.1 million. 
Ill. The sewage works fund will reach a year’s deficit of $0.1 
million (at present rates). 


ORGANIZATION, MANAGEMENT, OPERATION, AND ADMINISTRATION 
OF THE DEPARTMENT OF PuBLIC HEALTH oF THE DISTRICT OF 
CoLUMBIA 


The Department of Public Health, with an operating budget of 
approximately $30 million annually, is a major agency of the District 
of Columbia government. This Department and its activities touch 
the lives of every citizen of the District and the metropolitan area. 
Not only is its efficient operation important to the health and well- 
being of Metropolitan Washington, but also to the several million 
visitors coming annually to the Nation’s Capital. 

For a period of years, there have been public complaints, indi- 
cations of dissension, and evidence of basic difficulties within the 
Department. This investigation is not the first effort to discover 
the nature of these difficulties. During that period, the Stokes 
report, the Steinle survey, the Ruhl report, and numerous press 
stories revealed continuing problems within the Department. The 
investigation just completed, however, is the first for a period of 
years during which public testimony was taken and those charged 
with any deficiency could speak in their own behalf for the public 
record. 

During the past 18 months, there have been some important per- 
sonnel changes within the Department, but these did not remove the 
difficulties. It was necessary to determine why these conditions, 
which need not and should not exist, continued within the Depart- 
ment. 

The subcommittee investigation was started about 16 months ago 
and the initial hearings were held on March 10, 1958. More than 500 
pages of testimony were taken, and hundreds of statements and ex- 
uibits were received for the committee files. Staff members conducted 
more than 200 interviews, and approximately 50 witnesses appeared 
personally before the committee. 

Time limitations prevented the possibility of hearing the personal 
testimony of all those who may have had something to contribute to 
the record. Where similar testimony would have been given by a 
considerable number of witnesses, some representative witnesses from 
the particular area of testimony were heard by the committee and 
statements received for the record from others. 

Principal attention during the hearings was devoted to the Bureau 
of Food and Health Engineering and the District of Columbia General 
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Hospital, two major agencies of the Health Department most fre- 
quently brought into public controversy. The preponderance of evi- 
dence and testimony regarding some problems is overwhelming. From 
certain functional areas, no witnesses appeared. Comment was made 
on this point in connection with the lack of witnesses from the medical 
staff of the District of Columbia General — The hearings 
will indicate that there was no controversy over the quality of medical 
care or competence of the medical staff. Further, no requests were 
received by the committee from such personnel to testify. The com- 
mittee did, however, call some doctors for private conference and 
discovered a reluctance on their part to enter their views in public 
testimony. Where necessary, the committee’s subpena power was 
used. In view of the administrative problems at the hospital, the 
committee did call for testimony by the chief of the medical staff. 

Because of the nature of the problems in the Health Department 
and the extent and nature of the testimony received, this portion of 
the report will outline the apparent genesis of various problems, 
Some parts of the testimony will be treated in detail with frequent 
quotations and citations to the hearing record. 

Dr. Daniel L. Finucane succeeded Dr. Daniel Seckinger as Director 
of the District of Columbia Health Department on February 1, 1957, 
after some years as Superintendent at Glenn Dale Hospital—the 
District of Columbia tuberculosis institution. Dr. Finucane had no 
background in Public Health Administration, and although he seems 
earnestly interested in doing a good job, his lack of administrative 
experience has manifested itself in many ways. 

For example, it has been testified that the Department under 
Dr. Finucane does not hold staff meetings as such, there is no pro- 
graming, and no manuals of operation have been written and dis- 
tributed in any area of the Department (hearings, p. 415). Admin- 
istrative and management functions, therefore, seem to be on a 
rather aimless and unorganized basis. 

The committee cannot agree with Dr. Finucane’s action, taken 
shortly after he became Director, of elimination of the program of 
requiring chest X-rays and blood tests for food handlers in the District 
for a maximum score on Health Department inspections. Under Dr. 
Seckinger and Mr. Burdette, this program had enjoyed a high per- 
centage of participation, and most food handlers in the District had 
such health checks once each year. Dr. Finucane and Commissioner 
Karrick defended the elimination of this health examination (hearings, 
pp. 14-15 and 25-26), on the grounds that since a food handler may 
contact a pulmonary or a venereal disease at any time, the annual 
examination gives a “false sense of security.”” However, if the pro- 
gram of annual examination was considered inadequate for this or 
any other reason, the committee feels that increasing the service to 
make it adequate would have been a far better step than to eliminate 
altogether what protection the public had been getting. In short, 
Dr. Finucane saw fit to substitute no security for what he deemed to 
be false security. 

As a substitute for this program, which had at least given the public 
assurance that their food handlers were under health surveillance once 
per year, Dr. Fimucane proposed that the proprietors of the food 
establishments be ‘encouraged’ to feel responsibility for their em- 
ployees’ health at all times, which, of course, is of no practical value 
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whatever. This action appears particularly inappropriate in view of 
the very high rate of incidence of tuberculosis and of venereal disease 
in the District of Columbia. Certainly any claim that the health of 
the District is being better protected in this area than was formerly 
the case, is contrary to the facts. Six witnesses testified to the same 
view. 

Dr. William Wooldridge, Chief of the Bureau of Laboratories and 
Pharmacies, testified (hearings, pp. 55-56), in connection with an 
incident of a year or so ago, when the rising cost of prescriptions at 
the Health Department’s central pharmacy was creating a critical 
problem. Dr. Wooldridge headed a committee which succeeded in 
reducing the average cost of these prescriptions from about 83 cents 
to 52 cents. Dr. Wooldridge quotes Dr. Heath as being “peeved 
about the reduction in the cost of the drugs and thought that the 
‘drugs should be higher due to the fact that everything else was going 
up”. Then Dr. Wooldridge stated that Dr. Heath. said that the 
reason for his objection to this reduction in prescription cost was that 
it would prevent him from requesting as much money in his next 
budget request. In reply to this objection, Dr. John Holland, then 
Chief of Bacteriology and a member of the committee which had ac- 
complished this reduction in prescription cost, wrote Dr. Heath a 
memo dated February 27, 1957, which Dr. Wooldridge agreed with 
and the last paragraph of which states: 


However, if it is Dr. Heath’s desire to have the prices of 
prescriptions show an increase yearly, we can easily revert 
back to our old methods and the fund for operating the phar- 
macies will probably provide enough for 8 months’ service 
a year. It will then be up to him to decide whether to close 
the pharmacies for about 4 months each year or find the 
necessary funds for operating it (hearings, p. 56). 


Dr. Wooldridge stated further that after receiving this memo, Dr. 
Heath protested to him that such thoughts as Dr. Holland expressed 
should not be put in writing. 

Dr. Heath wrote to Dr. Eugene Gillis, regional medical director of 
the U.S. Public Health Service for this region, in Charlottesville, Va., 
on August 2,1957. This letter (hearings, p. 70) was written to present 
justification for the District of Columbia Health Department to 
receive some $10,500 of Federal funds appropriated by Congress for 
use in the field of chronic disease, health of the aged, and occupational 
health. Dr. Heath stated that he would use these funds ‘‘to bring the 
nursing homes up to acceptable standards and in compliance with the 
regulations.”” Part of the fund was used to employ a public health 
nurse, at GS-7, who was utilized in connection with the Department’s 
nursing home program. The rest was used to hire a Mr. Edward 
Valaer, a food technologist, at GS-9 grade. Dr. Heath promised that 
Mr. Valaer’s presence in the Bureau of Food and Public Health 
Engineering would enable that Bureau to “‘give increased emphasis 
and priority to the nursing home program,” and also that ‘‘this person 
(Mr. Valaer), of course, would be engaged in some of the difficult food 
sanitation problems encountered in nursing homes.”’ In regard to the 
first of these assurances, although Dr. Heath testified (hearings, p. 43) 
that “I am informed that additional emphasis (on nursing homes) did 
exist.”’ 
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Mr. Henry Gavens, Chief of Finance and Procurement, whose 
office receives and tabulates all the data regarding the nursing homes 
program, including the inspection reports, flatly denies this (hearings, 
p. 69), stating that since Mr. Valaer was engaged there has been no 
increase whatever in any of the activities of the nursing home pro- 
gram. Then as far as the second claim is concerned, when Dr, Heath 
was asked (hearings, p. 44) whether Mr. Valaer had in fact ‘engaged 
in some of the difficult food sanitation problems encountered in nurs- 
ing homes’’—he replied, “I do not know of specific instances.”” Dr. 
Gillis, in his letter of reply to Dr. Heath (hearings, p. 71), states, 
‘“‘We believe the proposal as outlined * * *, which would increase the 
services to nursing homes in the nursing and sanitation area, is an 
appropriate use of these funds as intended by Congress.” Thus, this 
grant was received by the District of Columbia Health Department 
on the basis of the proposals in Dr. Heath’s letter, and the greater 
part of the money was then used for other purposes. 

Then there is the testimony of Daniel Driskill, who was Chief of 
Inspections under Mr. Burdette (hearings, p. 328). Shortly after Mr. 
Burdette retired, Mr. Joseph Simms, Assistant Chief of Inspections, 
also left the service. At that time, Dr. Heath told Mr. Driskill that 
Mr. Simms’ leaving would strengthen his (Mr. Driskill’s) position as 
Chief of Inspections. Three days later, Mr. Driskill was demoted to 
Supervisor. 

Reference is made to testimony offered by Dr. Buddington (see pp. 
80-87 of the record) and by Dr. Stebbing (hearings, pp. 388-389). 
These gentlemen were both given some adverse criticism by Dr. 
Heath in connection with their annual performance ratings in the 
— of 1957, just after Dr. Seckinger had retired under pressure. 

estimony to the committee was that in private conversations with 
these two men individually, Dr. Heath told them both that he was 
only performing a distasteful task upon “orders from higher up,”’ 
etc., but told each of them, “If you ever repeat any of this conversa- 
tion, I shall deny it.”’ 

The “lump sum” appropriation system authorized for the District 
of Columbia government in the Reorganization Act several years ago 
has led to considerable shifting and reallocation of funds from Bureau 
to Bureau in the Health Department. This is true to a degree that 
in some areas, there is a considerable difference between the actual 
expenditure of funds and the intent of Congress as expressed in the 
appropriation bill. 

In this matter of reallocation of funds, the Executive Officer has 
not kept the Bureau Chiefs of the Health Department advised as to 
what funds they have available at different times during the fiscal 
year, and also has not by any means always advised or consulted 
them when funds were to be taken from their bureaus’ appropriations 
and reallocated elsewhere. For example, the Chief of the Bureau of 
Nursing testified (hearings, p. 109) that $11,700 appropriated last 
year for uniforms in her Bureau were never received by her Bureau, 
and yet she was never told why. This same witness testified also 
(hearings, p. 120) that last year $1,022 of her personnel funds «ere 
taken to help pay the salary of a photographer who does no work 
whatever for her Bureau, and also that with very few exceptions she 
has not been consulted nor advised when funds were taken from her 
appropriation. In connection with this latter item, which is reiterated 
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by several other bureau chiefs also, it is interesting to note that Dr. 
Finucane stated in his testimony (hearings, p. 28) that such transfers 
of funds from bureau to bureau are never done without the chief of 
the deprived bureau being consulted beforehand. This indicates 
failure of the Executive Officer to maintain proper communication 
with his director in this extremely important respect. 

The Chief of the Bureau of Nursing also testified (hearings, p. 121) 
that she had been advised that she could not have her personnel funds 
allocated so that more money would be available for the first quarter 
of the fiscal year than for the other three quarters. This would have 
helped her materially in her recruitment problem. Our investigator 
checked this with the District of Columbia Budget Officer, who said 
that unbalanced quarterly allocations are perfectly proper. 

Dr. Harry Ostrow, Chief of the Bureau of Dental Health, testified 
(hearings, p. 73) that last June a request for the purchase of some 
dental X-ray equipment for the Crippled Childrens’ unit at District 
of Columbia General Hospital was brought to him by Mr. Henry 
Gavens, Chief of Finance and Procurement, for his approval. How- 
ever, Dr. Ostrow refused to approve this purchase, because he had 
reason to doubt that there was personnel in that area to use the equip- 
ment, and at the same time there was no money whatever available 
for badly needed supplies and equipment elsewhere in the Bureau of 
Dental Health. However, the Executive Officer took it upon himself 
to order the purchase of the equipment anyway. Mr. Gavens testified 
to this fact (hearings, pp. 69-70), and said also that he had never be- 
fore known of such a procedure. This procedure was contrary to the 
expressed policy of the Executive Officer (hearings, p. 62). 

In personnel matters, the Executive Officer’s performance in many 
instances has been unexplainable. One such instance occurred in 1957, 
when the Chief of the Bureau of Disease Control recommended the 
discharge of an employee of that Bureau who was admittedly guilty 
of perpetrating a felony against a fellow employee (hearings, pp. 98-99 
and 103-104). Despite the fact that the District of Columbia Per- 
sonnel Manual specifies against such conduct, and that the District 
of Columbia Code provides that “no person who has been convicted 
of a felony in the District of Columbia * * * shall be employed in 
or by the government of the District of Columbia or any agency 
thereof” (hearings, p. 98), and in contrast to the Executive Officer’s 
own statement (hearings, p. 65) that in his opinion, an employee guilty 
of a felony by admission should be disciplined the same as if convicted 
in court, on May 13, 1957, he sent a memo to this Bureau Chief refus- 
ing to take any disciplinary action whatever against this employee. 

Another action regarding discipline occurred quite recently, when a 
supervisor in the Inspection Division of the Bureau of Food and Public 
Health Engineering assaulted one of the inspectors, not once but three 
times (for details, hearings, pp. 337-339), and the inspector, who had 
only defended himself when attacked, was given 3 days’ suspension 
without pay. And the supervisor, who had once before been recom- 
mended for dismissal for a similar offense, was given only 20 days’ 
suspension for an offense which would be expected to bring about his 
immediate dismissal. Also, in connection with these suspensions in 
this case, the District of Columbia Personnel Office recommended 
strongly that they be imposed at once, rather than waiting for appeals 
to be heard and decided—but the Health Department saw fit to ignore 
this counsel, and neither suspension has actually been served as yet. 
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In some aspects of personnel administration, the Executive Officer 
functions through the Chief of Administrative Management, who at 
present is Mr. Henry Laguillon. 

No less than three bureau chiefs testified that they have received 
no “management” services whatever from Mr. Laguillon’s office 
(hearings, Ostrow, p. 73; Pate, p. 99; Prescott, p. 121). 

On April 2, 1957, Dr. Finucane sent a memorandum to all bureau 
chiefs requesting each to ‘‘undertake a management appraisal of his 
own service and submit a report * * *’. This memo concludes with 
the following comment, ‘‘For more detailed assistance and guidance 
in making your survey, you may consult with Dr. Heath, Mr. Bowman, 
or Mr. Gavens’’ (copy in files, reference hearings, pp. 47-48). Con- 
spicuously absent from this latter item is reference to Mr. Laguillon, 
Chief of the Office of Administrative Management, as a source of 
“assistance and guidance” in regard to this “‘management appraisal.” 
Incidentally, it was testified (hearings, p. 415) that Mr. Laguillon’s 
own “management appraisal’ for his Administrative Management 
Unit consisted of a single page, just quoting from the official organiza- 
tion manual of the Health Dever tateett 

Further, on February 13, 1958, Dr. Finucane sent a memo to all 
bureau and division chiefs and hospital superintendents, announcing 
that ‘“Mr. Arthur Spindler * * * has been detailed to the Depart- 
ment to assist in developing various management plans and reports 
under Mr. Bowman’s direction” (hearings, p. 416). Again, no refer- 
ence is made to Mr. Laguillon. In fact, both Mr. Spindler and Mr. 
Laguillon testified that Mr. Laguillon had no part whatever in this 
management work of Mr. Spindler’s (hearings, pp. 414 and 50). 

Also, shortly after Mr. Spindler was assigned to this duty, a Man- 
agement Committee was formed, of which Mr. Laguillon was not 
made a member (hearings, pp. 50 and 414). 

In a letter submitted to this committee on October 29, 1958, Mr. 
Laguillon stated that his operations in the management field have 
been handicapped by lack of an ‘“‘organization and methods analyst.” 
However, the records show that in January 1957 a Mrs. Jennie Smith 
was appointed in the Health Department as an organization and 
methods examiner, GS-9, and later was promoted to management 
analyst. Also in March 1957, Mrs. Nona-Murray Lucke was ap- 
pointed as a management analyst, GS-12. Although Mrs. Lucke’s 
position description states that she “serves as management analyst, 
Division of Administrative Management” (hearings, p. 358), which 
would put her directly under Mr. Laguillon’s administration, Mrs. 
Lucke informed our investigator that this line of authority exists only 
on paper, and that actually she has no contact with Mr. Laguillon 
whatever. Mr. Laguillon also confirmed this fact (hearings, p: 51) 
as well as that he has no contact with Mrs. Smith either, whose job 
sheet assigned her also to Mr. Laguillon’s administration. Thus, the 
Health Department has two management analysts, assigned on paper 
to work under Mr. Laguillon, but the Chief of Administrative Manage- 
ment has no part in directing their work. 

The committee has no way of knowing whether this anomalous sit- 
uation exists because Mr. Laguillon is not capable of performing the 
management functions called for in his position description or for 
other reasons, but the testimony cited, plus Mr. Laguillon’s own ex- 
tremely vague testimony (hearings, pp. 47-52) on the subject, defi- 
nitely indicate that he is not performing them. 

H. Rept. 2719, 85-2-—-3 
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In regard to the personnel functions of the Administrative Manage- 
ment Division, for which Mr. Bowman is ultimately responsible also, 
the key activity and responsibility is that of position classification. 
This is a highly technical and specialized field, competency in which 
requires long training and experience. Despite this, however, and 
regardless of the fact that the Health Department was understaffed 
in the-crucial area of classification personnel, the Department took 
the step of abolishing the position of the head of this vital team, the 
Chief Position Classifier, as of March 10, 1958. A letter addressed 
to Congressman John L. McMillan, explaining this action (hearings, 
pp. 142-143), stated that the Chief Position Classifier, Mr. Andrew 
Pence, had devoted his efforts simply to reviewing the findings of the 
journeyman classifiers and passing them on to Mr. Laguillon, who in 
turn has the authority to allocate positions. It was strongly intimated 
that this was Mr. Pence’s sole function, and the further statement was 
made that ‘experience with the program has developed the fact that 
the intermediate level of review is now unnecessary.’”’ However, 
testimony contrary to this (hearings, pp. 134-136, 142, and 358) in- 
dicates that Mr. Pence made many contributions to the Department’s 
classification program which far exceed the meager function ascribed 
to him in this letter, both in quantity and in complexity. We have 
data in the files indicating that in several instances, Mr. Pence’s 
superiors have wished to promote an employee, or elevate his grade 
rating, and Mr. Pence has found it necessary—in keeping with correct 
classification procedures and standards as provided by law—to reject 
these requests or to delay them pending his own assurance of proper 
justification. His superiors have not always seen fit to accept Mr. 
Pence’s decisions in these cases, despite their own lack of classification 
knowledge or experience. 

One fully documented case involves a Mary Jane Power, an em- 
ployee in the Department’s Bureau of Nursing. On August 6, 1956, 
a position description for a public health nurse consultant (commu- 
nicable diseases) was authorized at GS-11 (hearings, p. 353), and in 
December of 1956, Miss Power was recommended for the position. 
However, she lacked some months of experience necessary to qualify 
her at the GS-11 level, so a new description for a similar position at 
GS-9 level, was authorized (hearings, p. 354), which superseded or 
canceled the former GS-11 authorization. Then in August of 1957, 
it was decided to elevate Miss Power to a GS-11 grade, which neces- 
sitated the preparation and authorization of an entirely new position 
description. It became Mr. Pence’s duty to perform the necessary 
reclassification work, and he encountered a number of unavoidable 
complications which he sought to iron out with the Chief of the Bureau 
of Nursing (hearings, p. 129). One difficulty was that Mr. Pence’s 
desk audit of Miss Power’s work left him in serious doubt that she 
was performing on the level required for the GS-11 rating. At any 
rate, settling of these problems took some time, and on September 25, 
1957, despite a memo from Mr. Pence dated September 13, 1957, 
advising against the promotion pending further study, a memo was 
written to Dr. Finucane indicating that the promotion was going to 
be made (hearings, p. 130). A classification employee was then re- 
quested to assign a “number” for the position description for Miss 
Power at GS-11, which was done simply by assigning the next avail- 
able such number. The assigning of this number, however, did not 
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“reestablish” the old GS-11 job sheet (hearings, pp. 128 and 355). 
Hence, as of October 21, 1957, Miss Power was officially elevated to 
GS-11, without a position description to authorize the promotion. 
On November 1, 1957, Mr. Pence addressed a memo to Mr. Laguillon 
advising him flatly that 


The personnel action form to affect the promotion of 
Miss Mary Jane Power * * * is not supported by a position 
description of record. 





In November of 1957 (hearings, p. 128), a civil service audit team 
wished to examine Miss Power’s new position, and then it was found 
that there was in fact no position description. Then, on November 
29, 1957, Position Classifier Robert Wilson advised that he had 
prepared a job description for Miss Power at GS-11 (hearings, p. 131) 
and he also indicated that he personally still doubted that Miss 
Power was performing at GS-11 level. On November 30, 1957, this 
job description was taken to Dr. Finucane for his authorizing signature, 
yearing the date of October 11, 1957. Observing the error in the 
date, Dr. Finucane struck it out and wrote in the correct date of 
November 30, 1957 (hearings, exhibit, p. 124). When this document 
reached Mr. Pence, for him to put in the “‘log,’’ he noticed the date 
alteration and returned the document, properly advising that the 
alteration invalidated it. A few days later, the paper was again 
brought to Mr. Pence, and then it was obvious that the Director’s 
correction of the date had been partially obliterated with ink eradi- 
cator, and the old false date of October 11, 1957, typed back in 
(hearings, p. 123). 

We have in our files the details of several other cases of similar 
nature, in which Mr. Bowman’s and Mr. Laguillon’s impatience with 
Mr. Pence’s able and conscientious application of proper classification 
procedure has resulted in needless difficulties. It 1s obvious from this 
case, however, that the fundamental difficulty in this area was not 
constructively corrected by the abolishing of Mr. Pence’s position. 

The committee notes with considerable concern the tremendous 
increase in administrative personnel in the Health Department since 
its reorganization. Statistics submitted by Mr. Henry Gavens, Chief 
of Finance and Procurement for the Department (see pp. 161-163 of 
the record), show that between fiscal 1953 and fiscal 1959, whereas 
the total personnel for the entire Health Department has increased 
only 7.2 percent, its administrative personnel has been increased by 
83.3 percent. As to cost, during the same period while the payroll for 
the entire Department has increased by 43.5 percent, the cost of 
administrative salaries has increased by 187.8 percent. Mr. Gavens 
testified (hearings, p. 67) that in his opinion, “more benefit could be 
obtained from that money if it were spent for doctors, nurses, dentists, 
and people actually working with people in the community.” The 
committee feels that there is considerable merit in Mr. Gavens’ opin- 
ion. For example, the Chief of the Bureau of Public Health Nursing 
testified (hearings, p. 108) that the number of authorized staff nurse 
positions for the Health Department dropped from 133 in fiscal 1953 
to 117 in fiscal 1958. Mrs. Prescott testified further that this de- 
crease in nursing positions has badly handicapped this service. For 
example, in fiscal 1958 she says that 2,788 cases referred to her Bureau 
were not seen by her nursing staff at all, and that 1,303 patients were 
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seen only once, despite their obvious need in many cases for further 
treatment. Mrs. Prescott summarized the problem by saying (hear- 
ings, p. 110): 


The situation is such that much of the time only the sickest 
patients and those in emergency condition are visited * * * 
This discourages the nurses and they often take other posi- 
tions where they can give the health services for which they 
are prepared, instead of being constantly diverted to emer- 
gency work in other areas. 


Dr. Finucane testified (hearings, p. 509) that in fiscal 1958, with 
fewer nurses, more field visits were made (79,970) than was the case 
in fiscal 1953, when with more nurses fewer visits were made (63,074). 
However, it is our opinion that these figures substantiate Mrs. 
Prescott’s contention that her nurses are badly overworked, and we 
feel that this situation may well be adding to the problem of staff 
personnel turnover. We feel that this decrease of 12 percent in 
staff nursing positions is utterly incompatible with the 83.3 percent 
increase in administrative personnel for the Department. 


BUREAU OF FOOD AND PUBLIC HEALTH ENGINEERING 


Early in 1956, the Bureau of Food Inspections, whose Chief was 
Walter W. Burdette, was combined with the Bureau of Public Health 
Engineering, of w hich William Car y, Jr., was Chief, into what is now 
the single Bureau of Food and Public Health Engineering. Mr. 
Burdette was made Chief of the new bureau, and Mr. Cary the Assist- 
ant Chief. 

The theory behind this amalgamation was that the duplication of 
inspectional services, one by food inspectors and another by engineer 
inspectors in food-handling establishments, was an unnecessary ex- 
pense to the District. In was assumed that the combining of all the 
inspectional duties into a single visit by a single inspector would result 
in a substantial saving, as fewer inspectors would be needed. How- 
ever, the error of this assumption is now apparent, as the cost of in- 
spection has greatly increased. The requiring of the inspectors to 
assume additional duties and responsibilities justified their being 
granted two grade elevations in classification. The resulting salary 
increases, plus the fact that the Department has not found that they 
can operate with fewer inspectors, has, of course, materially increased 
the cost of the operation. Now, in fact, the present Chief of the 
Bureau has requested seven additional inspectors in his budget re- 
quest for fiscal 1960, stating that he is badly handicapped by the 
present insufficient number of inspectors. So it can be assumed that 
this cost will continue to increase. 

A major difficulty in this amalgamation of services soon became 
apparent. There is a different set of regulations applicable to res- 
taurants, delicatessens, grocery stores, barbershops, beauty shops, 
bakeries, etc., etc., which formerly had been ‘divided up,’ so to 
speak, between the two inspectional services. And when the inspec- 
tors were required under this reorganization to master all this tre- 
mendous volume of detail and apply it in the field, it was found to be 
a virtual impossibility. As a result, the quality of inspections has 
suffered, as a number of inspectional personnel have testified. 
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The operation of the District of Columbia Health Department iv 
general, and of the Bureau of Food Inspection in particular, seems to 
have been quite satisfactory under past administrations. This is 
attested to in the hearings, pages 359-360, by excerpts from several 
documents indicating that Mr. Burdette’s food-handlers’ training 
courses were used as models for such courses in other localities, and 
complimenting the District of Columbia health organization in general. 

Mr. Burdette regarded his regulations as guides rather than inflexi- 
ble fences, where technical aspects of the establishments, such as 
equipment details, were concerned, in recognition of the fact that all 
restaurant installations, for example, cannot be identical in all de- 
tails—but even with physical differences, all can be equally clean and 
wholesome. On matters of cleanliness and actual sanitation, however, 
Mr. Burdette “ran a taut ship,” indeed. He insisted upon a warrant 
for prosecution for any dirty condition found in a food-handling 
establishment, and even though he would upon occasion have this 
prosecution nolle prossed before its conclusion, because it had obvi- 
ously served its purpose, the knowledge that dirty conditions would 
bring immediate prosecution procedure served to keep the food 
dispensers of the District ‘‘on their toes.” 

As a part of his ‘“‘war’’ against unclean food establishments, Mr. 
Burdette required “‘swab testing’ of the eating utensils of every 
restaurant as a part of every monthly inspection. The laboratory 
results of these tests, that is the bacterial counts, were posted on the 
record as an integral part of the inspection score, and the first high 
bacteria count resulted in the operator’s being brought in for instruc- 
tion and training in proper methods of sanitation. Three successive 
high counts meant prosecution of the operator (hearings, pp. 240-241). 
However, this system of “educating” slipshod food handlers produced 
good results, as the percentage of “‘repeat” offenses was quite low. 
Also, Mr. Burdette insisted upon regular inspections of “mobile 
kitchens” in the District (food-vending trucks) for cleanliness in their 
operation even though he had no jurisdiction over their equipment, 
and also the sources of the food sold from these trucks were subject 
to regular inspection. 

Furthermore, Mr. Burdette insisted that all violations scored 
against any establishment be explained to the operator, so that under- 
standing would result, rather than resentment (hearings, Carroll, p. 
326). 

Also, Mr. Burdette cooperated with other District of Columbia 
government agencies whose lines cross with those of the Bureau of 
Food Inspection, such as the Plumbing Department (hearings, p. 143) 
and the Department of Licenses and Inspections (hearings, p. 150) 
in such a manner that the overall operation was quite satisfactory. 

The result of these administrative policies on the part of Mr. 
Burdette and his predecessor was an excellent spirit of cooperation 
between his Bureau and the business people of the city (hearings, pp. 
222, 231, and 242), and morale in the Bureau was good. Health 
representatives from other cities and even from other countries would 
come to Washington to observe the operation of this Bureau firsthand, 
accompanying the inspectors on their rounds, and taking back with 
them many of the techniques they observed here. This, of course, 
was a source of great pride to the inspectors and other personnel 
(hearings, Carroll, p. 326). 
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As an example of serious shortcomings in the District of Columbia 
Health Department under previous: administration, a U.S. Public 
Health Service report of several years ago referring to conditions at the 
oyster-shucking house on the District of Columbia municipal wharves 
was cited (hearings, p. 526) as “an account of the worst filth in any 
modern American city that I have ever read.” 

The facts about this shucking house, which point up the complete 
error of the inference, are presented in the following signed statement 
by Mr. Burdette and the supplementary statement by our investigator 
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(the originals are in our files): 


STATEMENT OF MR. WALTER W. BURDETTE, FORMER CHIEF, 
BUREAU OF FOOD AND PUBLIC HEALTH ENGINEERING, 
DISTRICT OF COLUMBIA HEALTH DEPARTMENT 


I wish to make a statement relative to testimony offered at 
a public hearing on December 2, 1958, by Commissioner 
David B. Karrick, when he pointed to U.S. Public Health 
Service reports of unsanitary conditions at the oyster-shuck- 
ing house at the municipal fish wharf in the District of Co- 
lumbia, as an indication of laxity on the part of previous offi- 
cials of the District of Columbia Health Department, ob- 
viously including myself. 

The truth is that from 1940, when Dr. Ashworth was Chief 
of the Food Inspection Service, until I retired in 1957 as Chief 
of the Bureau of Food and Public Health Engineering, we 
not only inspected the oyster shucking house regularly, but 
we submitted a report every year to the Commissioners and to 
Mr. J. Thomas Kennedy, Superintendent of Weights, Meas- 
ures, and Markets in the District of Columbia * * * and 
we repeatedly recommended strongly that the shucking shed 
be closed up, or that improvements be made which would 
make its operation possible on a clean and sanitary basis. 
And every year we received the reply that funds were just 
not available for the improvements we requested. Our re- 
quests that the shed be closed were ignored. 

Inasmuch as this oyster shucking house was both owned 
and operated by the government of the District of Columbia, 
the District of Columbia Health Department was powerless 
to take any action beyond recommendations to the Com- 
missioners. We could not close the place ourselves, as we 
could and would have done if the operation had been a pri- 
vate one. 


Thus, I submit that Commissioner Karrick’s inference 
that we were in any way to blame for conditions existing in 
this oyster-shucking house is completely untrue, and a vicious 
misrepresentation of the facts. 

(Signed) Watrer W. Burperre. 
(Witnessed) Leonarp QO. Hivpmr. 

Norr.—I have substantiated these facts completely by 
conversation with Mr. J. Thomas Kennedy, referred to in 
Mr. Burdette’s statement as the District of Columbia gov- 
ernment official under whose administration the oyster- 
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shucking shed has been operated. Mr. Kennedy informs 
me further that the shucking shed was closed up by order 
of the Commissioners within the past year, and the shucking 
operation transferred temporarily to stall No. 19 at the fish 
wharf. Conditions of sanitation there, according to Mr. 
Kennedy, are not appreciably better than they were in the 
original shucking house. The latter is now being put into 
considerably better physical condition, with money allocated 
for the purpose by the office of Mr. Schuyler Lowe, and is 
shortly to be leased for $1 per year to a Mr. Willard Evans 
of Crisfield, Md., who will reopen and operate the shed. 
This step, of course, will place the operation in private hands 
which will enable the Health Department to take legal action 
if it should prove necessary, to assure sanitary operation. 
Such a step years ago would, of course, have given the same 
power to the Health Department under its former admin- 
istrations. 
Leonarp QO. HILpEr, 
Staff Investigator. 


When Mr. Cary succeeded Mr. Burdette as Chief of the Bureau of 
Food and Public Health Engineering, he discarded virtually all of 
Mr. Burdette’s policies and procedures, partially because Mr. Cary’s 
ambition is to establish what he terms a “‘professional’”’ organization. 

Mr. Cary’s emphasis upon higher education has had a profound 
effect upon the morale of the present noncollege personnel. The hir- 
ing of Mr. Valaer, whose main work has consisted of studying the 
shellfish regulations and inspecting shellfish establishments, has 
caused a great deal of resentment among the inspectors who feel that 
any of them could have done this work as well. There has also been 
considerable resentment regarding the appointment of a Chief of In- 
spections from a midwestern city, who was totally unfamiliar with the 
District of Columbia. Both these appointments are regarded in the 
Bureau as evidence that no noncollege personnel in the Bureau can 
expect any promotion under Mr. Cary’s administration. Supervisor 
Carroll, in his statement (hearings, p. 327) highlights this feeling by 
pointing out that regulations which he wrote up to govern bakeries, 
storage eggs, and shellfish establishments some years ago, although 
they were not adopted then by the Regulations Committee despite 
Mr. Burdette’s salbeccsbinns of them, are now apparently serving as 
models for new regulations. Mr. Carroll cites this as evidence of the 
contributions that noncollege employees can make if given the oppor- 
tunity. 

Another evidence of Mr. Cary’s apparent lack of regard for his 
noncollege employees is the fact that although the inspectors and 
supervisors were sent by Mr. Burdette on frequent occasions to other 
cities to attend seminars and other educational meetings, under Mr. 
Cary this has virtually ceased, and with very few exceptions only the 
“top brass’ or ‘‘the staff’? as Mr. Cary terms them, are permitted to 
attend these sessions. Mr. Cary states that this is due to lack of 
funds for such travel (hearings, p. 284), but he undoubtedly has as 
much money for the purpose as Mr. Burdette had; obviously he 
prefers to use it almost exclusively for the benefit of his “professional’’ 
personnel. 
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Another concept of Mr. Cary’s, which in fact is in keeping with the 
philosophy of the entire District of Columbia government since its 
reorganization, is to seek more and more highly paid administrative, 
professional personnel, rather than the badly needed, lower salaried 
clerical and inspectional personnel. For example, in his 1960 budget 
request, Mr. Cary requested only 2 additional clerks, at a combined 
annual cost of $6,830. However, he asked for 5 additional professional 
personnel—a health physicist, a water pollution engineer, a sanitary 
scientist, an Assistant Chief of the Public Health Inspection Division, 
and an industrial hygienist, at a total annual figure of $42,735 (hear- 
ings, p. 285). This desire for ‘‘all chiefs and no Indians,” is just not 
realistic, in view of Mr. Cary’s own statement (hearings, p. 287), 
‘“‘We are desperately short of clerical help; yes, sir.’ 

This shortage of clerical personnel, which has always existed in the 
Bureau, is made more acute now by Mr. Car y’s complicated, volumi- 
nous clerical and recordkeeping procedures. First, when he became 
Chief of the Bureau, Mr. Cary immediately discarded Mr. Burdette’s 
simple, short inspectional report forms (except the one for beauty 
shops, which Inspector Tate designed for Mr. Burdette), in favor of 
long, cumbersome forms which consume a great deal of the inspectors’ 
time. 

Second, Mr. Cary has greatly increased the volume of paper work 
for the entire Bureau, and the testimony of the seven witnesses who 
referred to this increased paperwork as serving no useful purpose is 
well summarized by one witness who stated (hearings, p. 331) ‘All this 
paperwork makes a nice front, but accomplishes little.’’ 

Mrs. Keller, until recently a secretary to the Assistant Chief of the 
Bureau, testified that inspectors under Mr. Cary’s system spend a 
great deal of time in the office answering telephones, etc. (hearings, 
p. 90). Mrs. Keller says also that despite Mr. Cary’s claim in his 
progress report to the District of Columbia Subcommittee on Appro- 
priations (hearings, p. 96) that ‘There has been continued improve- 
ment in the pling: system despite the shortage of clerical help,’’ the 
filing under Mr. Cary is at least 3 months behind schedule, a condi- 
tion which never existed under Mr. Burdette (hearings, p. 91). 
Further, Mrs. Keller declares that this is true despite the fact that 
whereas Mr. Burdette had only 5 clerical workers, Mr. Cary has 
8 (hearings, p. 96). In addition, three witnesses have testified 
that under Mr. Cary there is a much greater use of professional per- 
sonnel for clerical work than ever had existed before (hearings, pp. 

2, 207, and 262). Also, on pages 304-305 of the hearings are some 
official statistics on this practice, showing that between April 26, 
1957, and August 9, 1957, 166% man-hours of clerical work was per- 
formed by pr ofessional personnel in the Milk and Veterinary Division 
alone, and that during the month of May 1957, 108% man-hours were 
so spent by food and engineering inspectors. All this is in addition 
to the two 45-minute daily office periods required of all inspectional 
personnel. One of the dairy products plant inspectors, Mr. Newton, 
testified (hearings, p. 257) that he has spent from 15 to 20 percent 
of his time doing clerical and other office work during the past year, 
which is in marked contradiction to Mr. Cary’s statement on page 
18 of his budget request for fiscal 1960 (hearings, p. 287) that— 


At the present time all personnel in the Milk and Veterinary 
Division, with the exception of the Chief and the clerk- 
typist, devote all their time to inspectional functions. 
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Despite this unprecedented number of man-hours being devoted 
to clerical work in his Bureau, however, Mr. Cary’s “system” is 
such that six witnesses (hearings, Keller, p. 95; Driskill, p. 327; 
Beavers, p. 264; Waldron, p. 334; Hull, p. 334; and Feeney, p. 266) 
testified that there is far less efficiency in that area than existed under 
former administrations. 

The recordkeeping system under Mr. Cary is specifically criticized 
in these testimonies. Mr. Cary discarded Mr. Burdette’s “master 
card’”’ file, a card containing a complete inspectional record for each 
establishment, which were kept in the central office and permitted 
a very quick reference, and instead scattered the inspectional records 
over the city in the separate area offices, so that now it may take days 
for the central office to locate a certain record (hearings, p. 90). 

In keeping with his regard for academic theory, when Mr. Cary 
became Acting Chief, during the time when Mr. Burdette was on 
terminal leave pending his retirement, in May and June of 1957, he 
launched a series of ‘training lectures’ which were consistent with his 
conception of what inspectors and supervisors should absorb. These 
lectures were suitable, in content, for college or medical students, but 
were so far over the heads of the inspectional personnel as to be 
utterly useless. This was attested by one inspector in the hearings 
(hearings, p. 164) and in interviews by a great number of other per- 
sonnel. Dr. Wooldridge, Chief of the Bureau of Laboratories and 
Pharmacies, testified that he protested when ordered by Dr. Heath to 
deliver one of these lectures on bacteriology, that such a lecture would 
be a waste of time for all concerned, but was overruled (hearings, 
p. 60). These lectures were discontinued for some months, and then 
in October of 1957, another program of ‘“‘traiming sessions’? was 
organized. In his progress report to the District of Columbia Sub- 
committee on Appropriations dated January 1958 Mr. Cary states on 
page 7 


Beginning October 11, 1957, conference sessions have been 
instituted with the supervisors and inspectors of this service, 
such sessions being held twice a month (hearings, p. 186). 


On page 7, of the progress report referred to, Mr. Cary goes on to 
say: 

The emphasis here (in the training conferences) has been 
to more thoroughly acquaint the inspectors with the prob- 
lems encountered in various types of business establishments 
in an attempt to have a more uniform type of inspection 
and a standardized interpretation of the regulations. 


This reads beautifully, and describes exactly what all the inspectors 
and supervisors agree is what they need most. However, no fewer 
than nine of the inspectional personnel testified that these sessions are 
not utilized for instruction as to interpretation of the regulations. 
Mr. Cary’s approach toward training is further complicated by the 
fact that the inspectors and supervisors have found it extremely diffi- 
cult to obtain answers to their questions regarding policy of enforce- 
ment and interpretation of regulations from either Mr. Fritz or Mr. 
Cary. Mr. Fritz seems reluctant to answer such questions without 
consulting Mr. Cary, and Mr. Cary is seldom available to anyone 
(five witnesses testified to this latter fact). One supervisor testified 
that recently when he asked Mr. Fritz a question regarding an enforce- 
ment policy, Mr. Fritz’ reply was, ‘Don’t you have something else 
H. Rept. 2719, 85-2——4 











18 OPERATION OF THE PUBLIC WORKS ACT OF 1954 


to do?” (hearings p. 187). The result is confusion, chaos, and low 
morale, as no fewer than 13 witnesses testified that the inspectors do 
not know what is expected of them, that the orders they do get are 
frequently changed without notice, and that decisions and orders are 
practically never put into writing for their benefit. It is interesting 
to note that Mr. Cary, when he testified, took exception to this latter 
accusation, and asked that copies of the entire series of his office 
memorandums be placed in the record to refute this charge. These 
memorandums are found on pages 311-320 of the hearings—and of the 
entire series of 17 memorandums, only 1 deals with interpretation of 
regulations. Hence, Mr. Cary’s exhibit thoroughly substantiates 
these witnesses’ testimony. 

Since becoming Chief of the Bureau of Food and Public Health 
Engineering, Mr. Cary has assumed some of the authority of other 
District of Columbia agencies—most particularly the Plumbing In- 
spection Division of the Department of Licenses and Inspections. 
Mr. Henry Samaha, Chief of this Division, testified (hearings, p. 143) 
that for years the Food Inspection Service, under Mr. Burdette and 
his predecessor, Dr. Ashworth, had cooperated most harmoniously 
with his plumbing inspection operation. When a food inspector 
observed an apparent violation of the Plumbing Code in a food 
establishment, he relayed the information to Mr. Burdette who in 
turn referred it to Mr. Samaha. In turn, the plumbing inspectors 
would refer Health Code violations to the Health Department. 
However, Mr. Samaha testified (hearings, pp. 144-145) that Mr. 
Cary has never followed this procedure, but has his food and engineer- 
ing inspectors write their own orders for Plumbing Code violations. 
This is attested also by seven other witnesses, and on page 145 of the 
hearings is an excerpt from Mr. Cary’s own memo of October 11, 1954, 
while he was Chief of the Public Health Engineering Bureau, orderin 
his men to inspect for plumbing defects in hadiven shops even thoug 
“this item is not covered in the barbershop regulation.’”’ Also, on page 
147 of the hearings is a copy of a food and public health engineering 
inspection report charging the operator of a day-care establishment 
with violation of a section of the Plumbing Code and also a section of 
the Building Code. These citations, not a part of the Health Depart- 
ment regulations at all, are not within the legal jurisdiction of that 
Department. One inspector, Mr. Nicholson, testified that for this 
reason he has told his supervisor that he will not write such notices, 
for if it comes to prosecution he does not intend to be made to appear 
ridiculous in court by reason of having no legal jurisdiction (hearings, 
ogg Bh Supervisor Sterling testified further (hearings, p. 181) that 

r. John Fritz, Chief of Inspections, has stated that these notices are 
illegal. Mr. Samaha testified also (hearings, p. 145) that this in- 
trusion on the part of Mr. Cary— 


even puts a heavier load on us because people come down who 
are confused because they * * * receive an order from us 
and one from the Health Department and it confuses the 
public. 


There is evidence that Mr. Cary does not recognize the proper func- 
tioning and authority of the Bureau of Laboratories and Pharmacies 
in the Health Department. Dr. Wooldridge, Chief of this Bureau, 
testified (hearings, pp. 56-57) that the laboratories performed a test- 
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ing job last year, in connection with a ringworm epidemic in the city. 
The final part of this work was done in an out-of-town health center, 
and Mr. Cary succeeded in having the reports sent to him rather than 
to Dr. Wooldridge. The result was that Dr. Wooldridge, who should 
have had the sapeeie in the first place, got them from Mr. Cary only 
after considerable difficulty. 

Another incident involving the laboratories was testified to by 
Inspector John Wright (hearings, pp. 173-174). Last July, when 
the proprietress of a grocery store called the Health Department for 
advice as to the condition of some partially thawed frozen foods in 
her store (the electric current had failed for some hours during a week- 
end while the store had been closed), Inspector Wright was sent to 
her establishment. The current was back on by that time, and he 
put a tag on the freezer forbidding any food to be taken from it, and 
then took some 35 or 40 samples to the Health Department Labora- 
tory. It was his duty to get Mr. Cary’s or Mr. Fritz’ permission to 
have the laboratories analyze these food samples, but he had to wait 
in the office for some time for this permission because he testified, 
“Mr. Fritz was out, Mr. Cary was out, all the Department heads were 
out.”’ When he did get Mr. Cary’s attention to the matter, Mr. Cary 
told him ‘‘there was no use to mess with the lab because they wouldn’t 
be of any assistance anyway.”’ Then he told Wright to go back and 
dump kerosene on all the food. This Mr. Wright properly refused 
to do, knowing that it was in violation of the law. The upshot of the 
matter was a visit back to the store by Mr. Wright and Mr. Fritz, and 
the latter’s arbitrary order to throw out all 618 pounds of food in that 
freezer (hearings, pp. 175-177). Mr. Wright testified that he was 
convinced that 90 to 95 percent of that food was perfectly wholesome, 
and also that he had never before known of the Health Department 
arbitrarily issuing such an order to destroy food with no confirmation 
whatever from the laboratory. 

Another episode reflecting failure on the part of Mr. Cary to check 
with other interested agencies in regard to his enforcement orders is 
related on page 153 of the hearings by Mr. Chatham T. Nottingham, 
Superintendent of the License and Permit Division of the Department 
of Licenses and Inspections. A woman who had operated a “home 
beauty shop” in her apartment for 20 years was informed last winter 
by the Health Department that she would have to install certain 
commercial equipment to obtain their approval for the renewal of 
her license. The fact is, according to Mr. Nottingham, that the law 
specifically forbids the installation of any commercial equipment in 
such an establishment. Hence, obeying Mr. Cary’s order would have 
made it totally impossible for this woman to obtain her license. 

In regard to enforcement policies, Mr. Cary has insisted upon a 
much greater emphasis upon the various aspects of environmental 
sanitation (weed control, stagnant water, etc.) than upon food estab- 
lishment inspections. Dr. Buddington testified (hearings, p. 80) 
that when he wrote the annual report of the Bureau’s activities for 
fiscal 1957, which pointed up this shift of emphasis away from food 
cleanliness and toward weed control, Mr. Cary ordered him to rewrite 
the document. The version which Mr. Cary found acceptable (copy 

t shift 


is in committee files) bears no reference to this highly significan 
of emphasis. 
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One inspector stated (hearings, Mercier, p. 331) that as of last 
October 29, food-establishment inspections in his area were 3 to 
5 months behind because all summer the inspectors were completely 
occupied with weed complaints. He cited that they had spent 
90 man-hours of work and he had written 6 reports on 1 weed situa- 
tion alone—and they still were not through with it. Also, Mr. Car 
has insisted upon a much greater emphasis upon technical items, suc 
as equipment details, in inspections of food establishments, and a con- 
sequent decrease of attention toward matters of cleanliness and sanita- 
tion. Mr. Cary’s insistence upon enforcement of technical details, 
which forces his inspectors to recheck again and again on one estab- 
lishment while its neighbor goes without inspection, has, of course, 
materially lessened the frequency of inspections of food establish- 
ments, as nine witnesses testified. Also, these technical details have 
so occupied the working time of the inspectors that the practice of 
swab testing of eating and drinking utensils in restaurants, for labora- 
tory bacteriological testing, has virtually ceased. This safeguard to 
the public health was initiated under Dr. Seckinger’s administration 
as Director of Public Health, and utilized to a high degree by Mr. 
Burdette, very successully indeed. Statistics regarding this dropoff 
of swab testing obtained from Dr. Wooldridge (hearings, pp. 58-59) 
show that this practice had decreased at least 50 percent since Mr. 
Burdette’s retirement, and later information reveals that it is steadily 
decreasing further. Five witnesses, including Dr. Wooldridge, ex- 
pressed strong disapproval of this trend. The extremely high rate of 
incidence of caereulpila in the District, mentioned frequently in the 
press in the past year, would indicate a sound basis for their alarm. 

The record of these hearings contains a number of specific, docu- 
mented instances of Mr. Cary’s failure to enforce cleanliness in food- 
handling establishments despite the pleas of his inspectors and 
supervisors (hearings, Tate, pp. 241 and 346, regarding a dirty 
meat-processing establishment; Sterling, p. 183, re an unclean restau- 
rant; Bramhall, p. 191, re catering operation in connection with exhi- 
bition of ship Mayflower; Waldron, pp. 334-335, re delicatessen in 
northeast; exhibits p. 347, re inspection reports in restaurant A and 
restaurant B, and also the filthy market on H Street NE.). This 
latter citation thoroughly reveals the real trouble in this area, when 
to this report, citing the extremely dirty conditions and also calling 
attention to numerous complaints received about the place, Mr. Cary 
appended the notation, ‘‘Serve a notice.” 

In addition to these instances, we call special attention to other 
specific testimony on this subject. One is the story of the persistence 
of rats in a delicatessen on Georgia Avenue (hearings, pp. 181-182). 
This place was allowed to operate for at least 3 months with a large 
number of rats abounding. On page 288 of the hearings, Mr. Cary 
stated that he has no control over an operator being allowed to forfeit 
some money when served a warrant for an unclean operation and 
then return to his operation with the condition uncorrected. Super- 
visor Sterling flatly denies this (hearings, p. 325) and explains that 
this posting of forfeit must be done in the courtroom, that the inspector 
initiating the complaint is present at that time, and that the inspector 
can request the judge to refuse forfeiture or payment of a fine. Under 
Mr. Burdette, Mr. Sterling said that the inspectors were ordered to 
utilize this means of blocking the offender’s ‘‘easy way out’’ after the 
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first offense (Mr. Burdette confirmed this in detail to the investigator) 
but that Mr. Cary does not use this weapon at all. Mr. Sterling’s 
explanation concludes, “I wish to emphasize that although he (Mr. 
Cary) lacks the policy, he does not lack the authority.” In connection 
with the same case, in regard to Mr. Cary’s failure to invoke section 
2—E of the amended regulations, giving him new power to act against 
such a condition, Mr. Cary said (hearings, p. 289) that Supervisor 
Sterling had not made the required recommendation, to enable him 
to invoke this authority. Mr. Sterling denies (hearings, p. 325) this 
and states that he had made the recommendation twice. 

The other instance to which we call special attention is attested to 
on pages 347-348 of the hearings. This exhibit shows that last July, 
samplings were taken from 199 frozen-dessert establishments in the 
District and submitted to the District of Columbia Health Depart- 
ment laboratories for bacteriological analysis. We have a copy of 
the complete laboratory report, and the results are shocking. The 
maximum bacteria count tolerated in such foods is 50,000, but of the 
199 establishments whose frozen desserts were tested, 18 showed 
counts between 50,000 and 100,000; 19 had counts between 100,000 
and 1 million; and 8 showed counts in excess of 1 million. Further- 
more, the qualitative part of the report indicated that pathogenic, or 
harmful bacteria were highly prevalent. This report was sent to 
Mr. Valaer early in August of 1958, and we understand that he re- 
layed it through Mr. Fritz to Mr. George Pierce, Assistant Chief to 
Mr. Cary. As of November 12, 1958, according to our best informa- 
tion, no action whatever had been taken either to clean up these 
offending establishments or to close them up. 

Another potentially hazardous situation where Mr. Cary is doing 
nothing to protect the health of the citizens of the District involves 
the ‘‘mobile kitchens,’ or trucks from which food is dispensed in the 
city. These “kitchens” were ordered by the Commissioners in 1946 
to have “‘vendors’ licenses,” and under this category they were not 
subject to Health Department rules as to equipment on the trucks, etc. 
For this reason, the Health Department had no specific regulations 
applicable. However, Mr. Nottingham testified (hearings, pp. 151-— 
152) that he and Mr. Burdette cooperated in assuring cleanliness 
and sanitation in these mobile kitchens. Mr. Burdette required 
regular inspections of these kitchens and of the sources of the food 
they sold (hearings, Buddington, p. 84), and if he found evidence of 
an unclean condition he would refer the matter to Mr. Nottingham, 
who would order a show-cause hearing to inquire why the license 
should not be revoked. Legal authority is section 6—b of the laws 
and regulations relating to food, in force in District of Columbia 
since July 1, 1938, which says in part: 


no mire js" of any building, room, stand, stall, or other place 
in said District where * * * articles of food are prepared, 
kept, sold, or offered for sale shall permit such place or an 
appurtenance thereto to be unnecessarily unclean or un- 
wholesome. 


Armed with this authority, Mr. Nottingham states that he and 
Mr. Burdette kept these mobile kitchens clean for 15 years. When 
Mr. Cary became Chief of the Bureau, however, he sought to require 
the mobile kitchens to obtain “‘food’’ licenses rather than the “‘ven- 
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dors” licenses they have been operating under since 1946. His view 
in this respect was supported by Assistant Corporation Counsel Clark 
F. King, and in July 1957, they convinced Mr. Cabell Gwathmey, 
who was then Director of the Department of Licenses and Inspections, 
who ordered that mobile kitchen operators apply for food licenses. 
This involved an increase in the license fee from $5 to $25 per year. 
Mr. Nottingham accordingly accepted the applications on the newly 
ordered basis, and, of course, the applications for ‘food license” had 
to be referred to the Health Department for approval or disapproval. 

This went on, according to Mr. Nottingham, for a year without his 
receiving one reply from Mr. Cary as to whether the licenses were 
approved or not (hearings, p. 152). This meant that Mr. Nottingham 
could not issue any licenses to these operators, and they, of course, 
began to demand refund of their $25 fees. The reason for the utter 
silence from the Health Department was that they had no regulations 
to apply to these mobile kitchens in regard to their equipment, etc. 
Mr. Cary had sought and obtained this change in license status before 
he had any regulations to apply—and for a solid year after getting 
the change of license, he had not yet produced the necessary regula- 
tions. In July 1958 Mr. Gwathmey having retired and been suc- 
ceeded by the present Director, Mr. Joseph ii enfritz, the latter and 
Mr. Nottingham had a conference with Dr. Finucane, produced the 
Commissioners’ order of 1946 requiring the vendors’ license for these 
kitchens—which had never been rescinded nor superseded by another 
order—and requested a return to the former license status so that 
licenses might be issued. Dr. Finucane ordered this at once, despite 
Mr. Cary’s protest, and expressed surprise at the existence of this 
Commissioners’ order of 12 years’ standing. We have testimony to 
the effect that Mr. Cary is not enforcing cleanliness in these mobile 
kitchens at all (hearings, Buddington, p. 83; Sterling, p. 185). 

When asked about this during his own testimony, Mr. Cary stated 
(hearings, pp. 290-292) that in Sais of 1957— 


I wanted them to get a license corresponding to the kind 
of business they did, a food products license, * * * so we 
could bring them under some kind of regulation. 


Then in defense of his not enforcing cleanliness in these kitchens he 
said that the Corporation Counsel had informed him that he “had 
no power to prosecute.” He stated further that this included power 
to prosecute for unclean conditions. Assistant Corporation Counsel 
Clark F. King, who had advised Mr. Cary throughout this entire 
matter, states (hearings, p. 364) that he told Mr. Cary specifically 
that section 6—b previously quoted does give him such legal authority. 

Some inspectors still check these mobile kitchens in their areas, 
but can only write reports for unsanitary conditions found. These 
reports are given by the supervisor of the area to Mr. Fritz and no 
more is heard of them. The upshot of all this is that for the past year 
and a half, since Mr. Cary became Chief of the Bureau, there has 
been no protection to the public against eating dirty food out of those 
mobile kitchens. 

All these instances lend substance to the testimony of seven wit- 
nesses in our hearings, to the effect that the health of the city is not 
being protected under the present administration of the Health 
Department to the extent that it formerly was. 
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While these unclean conditions have continued to exist, the tech- 
nical aspects of restaurant equipment, such as drainboards and hand- 
basin locations, and other items having little or no direct bearing on 
health, have occupied Mr. Cary’s attention. A classic example was 
the prosecution of L’Espionage Restaurant (hearings, pp. 248, 249, 
341-343). This restaurant, whose equipment and installation had 
been approved consistently since it was first opened in 1955, was in- 
spected on May 16, 1957, and a list of some eight violations of tech- 
nical regulations was written—such things as inadequate ventilation 
in a kitchen, hand basins, ete.—not one of which involved an unclean 
condition. Some of the items were routine repair matters which the 
proprietor had already ordered fixed. Despite the nature of these 
items, and notwithstanding the fact that some had been completely 
remedied and others were in the process of being fixed to suit the 
Health Department, on June 22, 1957, Mr. Cary approved a warrant 
against this operator, charging her not with failure to correct the 
violations, but with the violations having existed at the time of the 
original inspection. The features of this story are summarized as 
follows: 


1. These technical items so alarmed Mr. Cary that prosecution was 
instituted within 6 weeks of the original inspection. 

2. The nature of the charges brought is contrary to what a great 
number of inspectional personnel told our investigator has always 
been the policy of the Department: that warrants never charge any- 
thing but failure to correct violations after a reasonable period of time. 

Last winter, when the thousands of applications for 1958 license 
renewals were referred to Mr. Cary from Mr. Nottingham’s office, 
Mr. Cary launched a campaign against certain technicalities, princi- 
pally drainboards and hand-basin locations, which his own inspectors 
had been approving and which had been approved under previous 
administrations for years. This work aed most of his inspectors’ 
time and efforts for several months. These license renewal applica- 
tions piled up unprocessed in Mr. Cary’s office until the business 
people’s protests to Mr. Nottingham became continuous. 

Mr. Nottingham testified that prior to Mr. Cary’s administration 
the Health Department had returned these referrals to him promptly 
and the licenses were issued by January or February (hearings, p. 150). 
This year, however, because of Mr. Cary’s failure to approve or dis- 
approve the applications, on February 14, 1958, out of 3,945 referrals 
only 57 had been processed and reported back to Licenses and 
Inspections, and on March 27, 1958, only 210 had been processed 
(hearings, p. 274). Mr. Cary’s explanation for not having this vitally 
important work completed on time was that he could not conscien- 
tiously certify that these establishments were in conformance with all 
Health Department regulations when in his opinion these technical 
violations existed (hearings, pp. 274, 275). He chose to ignore the 
precept that 15 continuous years of previous Health Department 
argon of these technicalities might be accepted as legal precedent. 

his incident, however, was not without precedent. When Mr. 
Cary was Chief of the Bureau of Public Health Engineering, he was 
responsible for barbershops. We have testimony from various 
sources that Mr. Burdette had difficulty in getting him to ner or 
disapprove those license renewals on time (see memo Burdette to 
Cary, hearings, p. 302), and that when the bureaus were combined 
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Mr. Cary “dumped” some 800 of these unprocessed onto Mr. Bur- 
dette (hearings, Sims, p. 154; four other witnesses confirmed). Also, 
there is the matter of the Health Department permits for frozen des- 
sert manufacturing establishments, which have always before been 
issued by January 1 each year as required by law. This year and 
last year, however, since some 80 establishments in this category 
which manufacture such desserts as only a part of their business 
operation were taken out of the jurisdiction of the Milk and Vet- 
erinary Division and put under the Food and Health Engineering 
Inspection Unit (under Mr. Fritz), their permits have not been issued. 
The establishments which manufacture frozen desserts as their ex- 
clusive business, however, being still under control of the Milk and 
Veterinary Division, have received their permits regularly from Mr. 
Hubert Mills, Supervisor Over Pasteurized Dairy Products. 

At any rate, this impasse concerning the 1958 license renewals was 
broken when the Commissioners ordered, as of May 29, 1958, that an- 
nual renewal of licenses to food-handling establishments will be auto- 
matic, with Health Department approval or disapproval not a pre- 
requisite. Then for existing establishments, the Commissioners de- 
creed at the same time that technical violations which are not an 
immediate threat to health can be recommended for correction with 
no definite time limit set for compliance. Thus, after several months 
of confusion and turmoil, a Commissioners’ order spelled out for Mr. 
Cary a procedure which had been followed in principle by his prede- 
cessors for years. 

As soon as this order was issued by the Commissioners, this vast 
quantity of violation notices, written on these technicalities, were 
ordered canceled—with no explanation to the inspectors or to the 
business people as to the reason. However, Mr. Cary’s action in 
requesting all these notices in the first place, after the inspectors 
under him and his predecessors had approved these same installations 
previously, had a profound effect upon the business people which is 
well expressed in a letter (hearings, p. 301) written by James T. 
O’Donnell, attorney and executive secretary of the District of Colum- 
bia Restaurant Beverage Association, to the association members in 
April 1958, urging their presence at a hearing before the Board of 
Appeals and Review. 

Mr. O’Donnell’s letter says in part: 


In enforcing regulations, can the director of any depart- 
ment or bureau of the District set up his own personal 
standards or ideas in place of regulations which have been 
given an opposite and commonsense interpretation for 15 
years? 


The letter states further: 


‘Your presence * * * will remind the Commissioners that, 
as practical businessmen, we want and will support sensible 
regulations backed by sensible enforcement. 


Business operators’ resentment toward Mr. Cary’s tactics and their 
loss of confidence in the Health Department’s reliability were testified 
to by four business owners (hearings, Foer, p. 224; Guarino, p. 222; 
Hendrickson, p. 267; and Lyons, p. 227). Their testimony was supple- 
mented by signed statements from seven other business owners 
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(hearings, pp. 339-345). Moreover, this cancellation of these notices 
without explanation led to considerable embarrassment for the inspec- 
tors and supervisors, as the business people, of course, in many cases 
assumed that the inspectors had been in error in the first place (hear- 
ings 329). 

yy om h 31, 1958, Mr. Cary wrote a memo to Dr. Finucane (hear- 
ings, p. 270), in ‘which he stated: 


« We do not believe it is fair to the businessman to tell him 
only part of his problems and to let him feel secure in having 
accomplished that part. Rather, he should know what the 
total picture is with respect to all regulations so as to make his 
plans accordingly. 


However, the following extracts from testimony of typical businessmen 
clearly indicate that this stated policy is not being followed. 


Since the present administration took over in the Health 
Department, the situation has become downright in- 
tolerable, and something just has got to be done to protect us 
businessmen from this situation where we never know what 
demands are going to be next (hearings, Irving Sacks, p. 
340). 

I just do not understand this inconsistent enforcement 
(hearings, Dr. James T. Malone, p. 341). 

My present installation has been approved several times 
under Mr. Cary’s administration, and I just do not under- 
stand this ‘‘about face” (hearings, Dr. A. R. Kirson, p. 339). 


Another example of Mr. Cary’s lack of consistency is the situation 
regarding a mattress manufacturing and renovating establishment, 
described by Cetra Tate (hearings, pp. 345, 346). This place, 
approved for years by Mr. Cary as Chief of the Bureau of Public 
Health Rogineaing, is now having great difficulty regarding an 
equipment item which has always been required in the regulations, 
but which is now virtually impossible to obtain because of the age of 
the machine in question. The operator was advised by the Corpora- 
tion Counsel to appeal directly to Mr. Cary for an answer to his 
dilemma and that he should expect Mr. Cary’s reply by October 20, 
1958. As of November 6, 1958, he had not received any answer 
whatever. 

Mr. Cary’s entire operation has been highlighted by difficulties 
caused by his failure to cooperate with others. Instances of this may 
be enumerated somewhat chronologically, as follows: 

He does not cooperate with the Plumbing Department in the 
matter of referring plumbing violations (developed earlier in this 
report) 

2. He does not cooperate with the Department of Licenses and 
Inspections. (See testimony of Nottingham, starting p. 149 of the 
hearings.) 

He challenges the recommendations of the Health Department’s 
ey classifiers after they have carefully studied a case (hearings, 

295). This is despite the fact that position classification is ac- 
caaeieeenl to be a highly technical and specialized work requiring 
years of ‘training and experience. 
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4. He stated (hearings, p. 298) that he will not accept a decision 
of the Corporation Counsel if he thinks the advice is incorrect. For 
this reason, the Nanking Restaurant at 2002 P Street NW., was 
forced to operate for several years without a license (hearings, p. 151). 

5. Mr. Cary stated also (hearings, p. 279) that he will not accept 
the verdict of the courts, when they disagree with his own convictions, 
but will seek prosecution again and again until some judge renders 
the verdict he wants. ' 

As has been mentioned elsewhere in this report, five witnesses testi- 
fied that Mr. Cary remains aloof from his employees, and they find it 
very difficult to see him. 

The incident related by Inspector Paul Righter (hearings, p. 330) 
appears as an instance of Mr. Cary’s indifference toward the human 
side of personnel relations. Mr. Righter had been accused by a res- 
taurant owner, against whom he had written several violation notices, 
of attempting to extort a bribe from him. Mr. Righter knew nothing 
of this until Mr. Cary summoned him to his office and with no pre- 
liminary explanation of any kind, took him to the police where he was 
quizzed at length. Through his attorney, Mr. Righter learned subse- 
quently that the police had cleared him completely of all suspicion, 
but Mr. Cary to this day has never told Mr. Righter that he has been 
cleared in his eyes. Mr. Righter cites the two reasons for this han- 
dling of the incident having shaken his morale to the roots—first, he 
feels that Mr. Cary should have summoned both him and his accuser 
before him and endeavored to get the truth of the situation, and thus 
tried to spare him the humiliating ordeal of a police questioning. He 
points out that he is confident that that is the course either Mr. Bur- 
dette or Dr. Ashworth would have followed. And second, Mr. Righter 
feels very keenly the fact that his Bureau Chief, after escorting him 
to the police, might at least have told him when the police had exoner- 
ated him, and assured him of his own confidence. 

In sharp contrast to these incidents, and equally difficult to under- 
stand, is the treatment of Supervisor Walter Sands at the hands of 
Mr. Cary. Mr. Sands came to the Health Department some years 
ago as an inspector in the Bureau of Public Health Engineering under 
Mr. Cary, and has been the source of discord in the Department ever 
since. 

No less than seven witnesses testified that many of the men in the 
inspectional field fear Mr. Sands as downright dangerous. One in- 
spector stated (bearings, Mercier, p. 331) that when the two former 
Bureaus were combined, some of the engineering personnel warned 
him to ‘watch out for Sands.’’ Inspector Nicholson said (hearings, 
p. 332): 


A great many of the men 





including me—do not want to 


work under Supervisor Walter Sands. If I had to do so, I 
would have to go back to taking my nerve pills again. 


While he was an inspector, Mr. Sands attempted to assault the 
Assistant Chief of the Bureau, Mr. Milton Dulin, at a Christmas 
party, and another man, who intervened, was injured. Mr. Dulin 
recommended Mr. Sands’ dismissal, but Mr. Cary rejected the recom- 
nfendation and soon thereafter promoted Mr. Sands to a supervisor. 
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On page 299 of the hearings is an extract from a statement made by 
Mr. Dulin to our investigator, which reads: 


Mr. Walter Sands is a troublemaker and I wouldn’t have 
him in my organization 5 minutes. I fought his promotion 
to supervisor as I regard him as totally unfit to be in charge 
of other men. After the fight he started at a certain Christ- 
mas party, I recommended to Mr. Cary that Mr. Sands be 
fired. Mr. Cary chose to ignore this, saying he was sure 
Mr. Sands would improve. 


(When the housing inspection service was taken away from the 
Health Department in 1954 and assigned to the Department of 
Licenses and Inspection, Mr. Dulin went along as Chief of the Housing 
Division and subsequently retired.) 

We have considerable testimony that Mr. Sands altered the inspec- 
tion reports of certain of Mr. Burdette’s food inspectors, in such a 
way as to make these reports appear faulty. Mrs. Alva Conradi, 
who was then clerk-typist in Mr. Sands’ field office, testified (hearings, 
pp. 198-199) that Mr. Sands asked her to help falsify these inspectors’ 
reports, offering her ‘‘protection”’ if she ‘‘went along,’’ and that when 
she refused, he falsified them himself. Mrs. Conradi named the per- 
sonnel whose reports were thus altered by Mr. Sands. She testified 
further that on one occasion Mr. Sands overheard her warning one 
inspector that his reports were being falsified, and on this occasion 
threatened her with physical violence. By this time, Mrs. Conradi 
testified, she was so thoroughly frightened by Mr. Sands that she 
requested a transfer to aaa office. Mrs. Conradi concluded her 
testimony by stating that a man telephoned her at her office in the 
District of Columbia Highway Department last winter and threatened 
her for having talked with our investigator—and that she is reasonably 
sure this was Mr. Sands (hearings, p. 200). 

Mr. Sands also is said to have used this same device, of alterin 
inspection reports, against engineer inspectors whose work he ae 
to make look bad, as two former engineer inspectors testified that they 
had been told that their reports were being so falsified by Mr. Sands 
(hearings, Pilkerton, p. 203, and Abney, p. 201). Mr. Pilkerton went 
on to say that several inspectors left the service because of persecution 
at the hands of Mr. Sands and that he asked for a transfer for the 
same reason. 

Last June 3, Inspector John Wright addressed a memo through 
Chief of Inspections John Fritz requesting a grievance hearing because 


Mr. Sands, in a discussion at the field office where both men were 
then working— 


became very belligerent toward Mr. Wright and used extreme 
profanity * * * in the presence of two ladies. I feel that 
this type of abuse from a supervisor before my co- 
workers * * * is unjust and uncalled for. 


On June 6, Mr. Fritz handed both Mr. Wright and Mr. Sands a 
memo saying in effect that he was sure the episode was unimportant 
and that trouble between the two would not reoecur. Mr. Fritz 
composed a statement which he had both men sign, stating that they 
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were satisfied with Mr. Fritz’ handling of the case and that they 
considered the incident closed. However, after Mr. Sands left the 
room, Mr. Wright states that he asked Mr. Fritz to transfer him to 
another field office, as he was convinced that Mr. Sands would never 
“bury the hatchet.”” However, Mr. Fritz did not accept this 
suggestion. 

On the afternoon of September 15, 1958, in the same field office, 
after some verbal exchange Mr. Sands attacked Mr. Wright. They 
were separated, and then Mr. Sands crossed the room and attacked 
Mr. Wright again. Mr. Sands later made a third attempt to attack 
Mr. Wright with a chair. A memo quoting extensively from the 
transcript of testimony taken by a fact-finding board appointed by 
Dr. Finucane to investigate this altercation (hearings, pp. 337-339) 
amply indicates that Mr. Wright’s participation was entirely self- 
defense. The outcome of this affair was that Mr. Wright was ordered 
suspended for 3 days, apparently for defending himself—and finally 
was transferred from that office—and Supervisor Sands was ordered 
20 days’ suspension for an offense which might reasonably have been 
expected to call for immediate dismissal even for a supervisor with a 
previously good record. And Mr. Sands had once before been 
recommended for dismissal for a similar offense. 

To complete the story, neither of these two men has yet served his 
suspension. Against the strong advice of the District of Columbia 
Personnel Office, it was decided to permit the men’s appeals against 
their punishments to be filed and decided upon, before the actual 
imposing of the suspensions. 

Mr. Sands’ influence with Mr. Cary was apparently instrumental in 
the prosecution of the L’Espionage Restaurant, described in detail 
earlier in this report. Quite significant in this connection is the 
testimony of Mr. James Lyons (hearings, p. 229) that Mr. Sands 
boasted to him in a threatening manner, that he had “‘fixed’’ the L’Es- 
pionage. Mr. Lyons stated further that on this occasion, Mr. Sands 
boasted that he is boss in the Health Department and does not take 
orders from anyone (hearings, p. 230). 

On page 336 of the hearings, Inspector John Wright describes an 
incident when he had received a call to the effect that some spoiled 
food had been brought in to a District of Columbia market from 
Baltimore. Being suspicious of the source of the information, but 
yet fearing to ignore the warning, Mr. Wright indicated he was going 
to check up, and did so, although that market is not in Mr. Wright’s 
area. Mr. Wright’s personal visit resulted in a large quantity of 
other food in suspicious condition being brought to the attention of 
the Health Department. However, Mr. Fritz, who had praised 
Mr. Wright earlier for his alertness in this matter, later spoke angrily 
to him for having gone out of his own area and ordered him to charge 
the time so spent against his annual leave. The unfortunate effect 
of this is expressed by Mr. Wright, who says: 


This attitude will certainly discourage inspectors from this 
time on from paying any attention to information regarding 
dirty or unsafe conditions in any establishment outside of 
their own area * * * I regret that the public must be the 
loser because of this attitude. 
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MILK AND VETERINARY DIVISION 


The chief problems in this Division seem to stem from lack of certain 
vitally needed personnel. 

The shortage of clerical help in this area is very evident, as only one 
clerk-typist is supposed to handle all the Division’s clerical work. 
This is an utter impossibility, and as a result, the professional per- 
sonnel are obliged to spend far too much time in the office doing 
clerical work. A memorandum dated September 4, 1957, from Mr. 
Hubert Mills, Chief of the Pasteurized Dairy Products Section, to 
Dr. George Coffee, Chief of the Milk and Veterinary Division (hear- 
ings, p. 304) revealed a total of 166% man-hours of clerical work done 
by dairy plant inspectors between April 26 and August 9, 1957. Also, 
Dairy Plant Inspector Wheeler Newton testified (hearings, p. 257) 
that he has spent from 15 to 20 percent of his working time in the 
office in the past year. Mrs. Mary Beavers, who was the clerk-typist 
for this Division until she resigned recently, had had her duty load 
increased materially by Mr. Cary’s insistence on more and more paper- 
work in all phases of the Bureau’s operation (hearings, p. 262) on top 
of which she was expected to answer the Engineering Division’s tele- 
phones for the several months last winter when they had no clerical 
personnel. Mr. Cary’s lack of effort to engage more clerical per- 
sonnel, and of preferring additional professional personnel whenever 
some money is available (developed in detail earlier in this report), 
has, of course, not helped this critical situation. 

Two qualified witnesses testified that this Division is badly in need 
of a supervisor of the dairy farm inspectors. Mr. Wheeler Newton 
who has had to process the dairy farm inspectors’ reports, testified 
(hearings, p. 251) that these reports claim more inspections in some 
cases than seem physically possible in the time designated. Dairy 
Farm Inspector Frank Lanahan testified (hearings, pp. 256-257) that 
he believes the quality of dairy farm inspection is not uniformly 
good, that much more attention should be paid to the cows rather 
than to other features of the farm, and that the inspectors get no 
briefing. Dr. George Coffey, Chief of the Division, is responsible for 
this briefing of inspectors and also for the quality of the inspections. 
However, as Dr. Lanahan testified that the inspectors are not getting 
the briefing, and as he states, ‘I am convinced our inspectors get out 
of line and are terribly lax at times,” it is apparent that this vital 
service is not being supplied. 

Dr. Lanahan also testified (hearings, p. 255) that there is a definite 
need for more dairy farm inspectors, and that the ones who have left 
the service within recent months have not been replaced. Also, Dr. 
Lanahan (hearings, p. 258) took exception to Mr. Cary’s statement 
indicating his interest in hiring sanitarians instead of veterinarians 
(as at present) for dairy farm inspections (hearings, p. 293) saying 
that “That would be a terrible backward step.” 


ENGINEERING DIVISION 


When Mr. Burdette was Chief of the Food Inspection Bureau and 
during his time as Chief of the Bureau of Food and Public Health 
Engineering, plans or blueprints for new installations or remodeling 
of installations in restaurants were checked by the food inspectors 
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and their supervisors, with counsel from Mr. Burdette himself if it 
was needed. This system worked quite well and efficiently and the 
plans were ordinarily checked completely within an hour (hearings, 
Stern, p. 231; and Cooper and Baum, p. 243). Mr. Cary changed all 
that, however, and required all such plans or blueprints to be checked 
by the professional personnel of the Engineering Division. Dr. 
Goldman is Chief of this Division. There has been bitter complaint 
about this new setup from longtime, reputable restaurant equipment 
dealers, who are responsible for getting these plans approved for their 
clients, and also from restaurant owners. The general nature of these 
complaints is that these engineers do not use good judgment but 
check only according to the strict letter of the regulations with no 
recognition of the fact that all restaurants cannot be identical in their 
installations (hearings, Stern, p. 232), that the engineering personnel 
“pass the buck” and decline to give answers to legitimate questions 
(hearings, Stern, p. 234; and Cooper and Baum, p. 243) and that the 
average time for approval on a set of plans has now become 1 to 3 
weeks (hearings, Stern, p. 231; see Baum, p. 243). The plight of 
these people is eloquently described in a copy of a letter written by 
Mr. Edgar Baum, then owner of one of the local restaurant equipment 
houses, to Dr. Finucane on May 31, 1957 (hearings, p. 247), expressing 
the utter frustration resulting from dealing with the Engineering 
Division personnel. 

A few excerpts from this letter are as follows, ‘“The plans have been 
on his (Dr. Goldman’s) desk for more than a week, and I have still 
not heard from Dr. Goldman.” “The attitude of the Engineering 
Department is certainly not conducive to working out the difficulties 
connected with the installation of equipment in the manner that we 
know the Department wants.”’ ‘Will you be kind enough to advise 
me how to proceed in the future so that proper cooperation can be 
secured from your Department, and I can give my customers the 
service they expect, and demand, from me?” By way of contrast, 
Mr. Baum in this letter spoke highly of the effective, efficient, cour- 
teous treatment he had received under Mr. Burdette’s administration. 
These people’s complaint, therefore, may be summarized in the state- 
ment that plans are now taking a great deal longer to be checked than 
was the case under Mr. Burdette, and the quality of the work is not 
as good either. Statements from two inspectors substantiate this 
contention (hearings, Nicholson, p. 333; see Waldron, p. 334). Also, 
one inspector testified (hearings, p. 165) that in about 50 percent of 
the cases, the inspectors have to object to items on these plans that 
have been erroneously approved by the engineers. Also, one super- 
visor testified (hearings, p. 208) that certain data essential to the 
inspectors who have to pass on these installations are not being re- 
quired by the engineers even to be shown on the plans. 

Perhaps the most eloquent indication of the extent and seriousness 
of the administrative troubles in the Health Department, and most 
particularly in its Bureau of Food and Public Health Engineering, is 
the fact that 23 witnesses, from Bureau chiefs to clerk-typists, testified 
that morale in the Department, and in that Bureau io particular, is 
terribly low. Many of them stated that it is the very lowest that 
they have ever known it, and growing steadily worse. 
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DISTRICT OF COLUMBIA GENERAL HOSPITAL ADMINISTRATION 


Successful operation of any institution requires a competent admin- 
istration, a well-conceived and coordinated organizational structure, 
and a respectful and cooperative attitude toward lines of authority at 
all personnel levels. Failure of employees to follow rules and regula- 
tions and administrative channels of authority by appealing over the 
heads of immediate superiors to top administrative officials or the 
failure of those having prime authority to cooperate with their im- 
mediate subordinates in insisting on observance of proper channels 
can lead only to administrative confusion, inefficiency, bickering, and 
dissension. 

The continued existence of difficulties at the hospital over a period 
of years indicated a deep-seated problem which either was being 
ignored or had not been exposed and recognized. It was incumbent 
upon the committee to discover, if possible, whether the cause of the 
deficiencies rested in administrative failures, conflicts of authority, 
personality clashes, insubordination, lack of good organizational 
format, or a combination of any of these factors. 

The committee, in studying the administration area at the hospital, 
has examined records, papers, numerous exhibits, correspondence, and 
administrative orders, and has taken considerable testimony covering 
a period of nearly 10 years of hospital operation. It might be noted 
at this point that the reason frequently given for deviating from rules 
and regulations and administrative procedures has been that the 
action was taken in the interest of better medical or patient care. No 
criticisms of consequence as to the quality of the medical service or 
patient care at the hospital appeared in the course of the study. 
Undoubtedly both can be improved. However, the committee be- 
lieves that each of the departments within the hospital organization 
is devoting its best efforts toward maintaining high standards in these 
areas. The committee notes that some testimony points to instances 
where procedures were ignored for the avowed purpose of improving 
medical or patient care, but the results were contrary to the stated 
purpose. 

A significant administrative pattern has been traced to its begin- 
nings in 1949, when Dr. Philip x E. Stebbing became Superintendent 
of the hospital and Dr. Joseph F. Fazekas became Chief of the Medical 
Staff at approximately the same time. Dr. Stebbing had been at- 
tached to the District of Columbia General Hospital for a period of 
18 years. His capabilities as an administrator were known, as were 
his professional abilities as a doctor. By reason of his experience 
with the hospital over a long period of time, his ability to work within 
an administrative structure and to cooperate with those above and 
below him had been demonstrated. Dr. Fazekas, however, was a 
relative newcomer who had become Chief Medical Officer in Medicine 
at the hospital about 9 months previously. Both men were respon- 
sible through administrative channels to the then Director of Public 
Health, Dr. George C. Ruhland. 

Testimony and exhibits were received (hearings, pp. 366-368, 534) 
concerning Dr. Fazekas internship at St. Elizabeths Hospital indi- 
cating certain shortcomings which, if not overcome, could present 
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serious handicaps in his suitability in any organization. The de- 
ficiencies, shown in this record as to the lack of cooperativeness, 
insubordinate actions, and disruptive influence, were not long in ex- 
pressing themselves followi ing his appointment to the medical staff of 
the District of Columbia General Hospital. 

Apparently a good cooperative working relationship between the 
newly appointed medical officer and other members of the medical 
staff and his administrative superiors either did not develop or de- 
generated within a few months’ period. In a deposition dated Sep- 
tember 27, 1956, in connection with a U.S. District Court action, Dr. 
Fazekas stated in sworn testimony, page 12, as follows: 


I came to work at District of Columbia General Hospital 
in July 1948 as Chief Medical Officer in Medicine. I worked 
there for 9 months * * * and then because of the intolerable 
situation with respect to both patient care and administration, 
I submitted my resignation to Dr. Rubland. 


The record shows that Dr. Ruhland offered the then vacant post of 
Chief of Medical Staff at the hospital to Dr. Fazekas. In response to 
this proposal, Dr. Fazekas endeavored to carve out his own admin- 
istrative sphere, relieving him of any responsibility whatsoever to his 
superior officer, Dr. Stebbing, the newly appointed Superintendent of 
the hospital (hearings, pp. 370, 371). Dr. Ruhland advised him in 
detail that the authority requested would not be granted and that his 
appointment to the position would be conditioned on his acceptance 
of the duly authorized administrative relationships in the hospital. 
Dr. Ruhland, in advice to Dr. Fazekas (hearings, p. 371), reveals that 
he had become at least partially awere*of the reason for some of the 
difficulties that had arisen during Dr. Fazekas’ service as Medical 
Officer when he stated in his memorandum: 


Altogether, let me advise you that your service will be much 
more effective if you will cultivate understanding and coopera- 
tion with your coworkers, giving them ample opportunity 
for them to express their thoughts first of all, so that you can, 
on the basis of the declared needs and suggestions, formulate 
your own conclusions which you then can forward for consid- 
eration. 


Dr. Fazekas’ acceptance of the post of Chief of Medial Staff was 
effected in April following the delineation of authority and admoni- 
tions on cooperation. Any administrative cooperation thereafter 
was relatively short lived. By September 9, Dr. Ruhland discovered 
that not only the Superintendent of the hospital but the Director of the 
Department of Public Health had been bypassed by Dr. Fazekas in 
dealing with the Commissioners and the U.S. Public Health Service. 
Dr. Ruhland advised Dr. Stebbing of the matter and, in a memo- 
randum requesting that he follow up in correcting Dr. Fazekas’ 
insubordination, stated (hearings, pp. 371, 372): 


This, too, is an improper procedure, no matter how 
desirable and intrinsic ally good the objective of the approach 
may be. As I explained to Dr. Fazekas, this office is 
accused of proceeding without authorization in dev eloping 
commitments which may be disapproved by the administra- 
tion of the District government. 
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These efforts by Dr. Ruhland and Dr. Stebbing were apparently 
of little avail, as again Dr. Fazekas indicates in his sworn deposition 
previously mentioned, page 13, that he went to public print over 
the heads of all superiors, including the Commissioners. He stated: 


I think approximately about 6 months after I mae 
Chief of Staff it became quite evident that going through 
channels nothing could be accomplished. gS I had the 
opportunity to meet with a writer from the Ladies Hoiss 
Journal, (actually the Womans Home Companion) who 
visited the hospital with me, and he wrote in February 1950 
the article on the situation in the District of Columbia and 
at the hospital. The title of the article was “Washington 
Is a Disgrace.” 


And in this article I again pointed out the intolerable 
situation at the hospital. 


Dr. Rubland was succeeded as Director of the Department of 
Public Health by Dr. Daniel L. Seckinger, an experienced and 
nationally known administrator in the pu lic health field. If Dr. 
Fazekas had any feeling of responsibility and subordination to Dr. 
Ruhland, the record does not indicate that this was carried over in 
relation to Dr. Seckinger. The “intolerable situation,’ which Dr. 
Fazekas seemed to be encountering constantly, continued to exist 
at least within his own mind. About this time, he began to organize 
within the hospital his own ‘‘team.’’ The core of the team seems to 
have been established first within the medical staff, where Dr. Fazekas 
could exert his authority and demand loyalties by reason of his 
position as Chief of the Medical Staff. 

Testimony and documents indicate that he thereafter endeavored 
to include other department heads within the framework of his team, 
by such pressures or threats as seemed suitable for his purpose (hear- 
ings, p. 374). Those who turned their loyalties to Dr. Fazekas were 
accepted but those who remained loyal to their administrative respon- 
sibilities were thrown off the “team.’”’ The valuable meetings of the 
heads of the hospital departments became “‘team”’ sessions, and much 
of the contribution which such meetings could make to better patient 
care was lost. Tape recordings were made at some meetings (hearings, 
pp. 374, 470) and such meetings were largely dominated by the Chief 
of the Medical Staff. The Chief Pharmacist was threatened and 
thrown off the “team’’ (hearings, pp. 396-398). Similar treatment 
was accorded to the Chief Dental Officer and the Chief of Nurses 
(hearings, pp. 398, 424). 

With mereased confidence, Dr. Fazekas directed his efforts against 
his superiors. This attack centered first on the Deputy Superintend- 
ent, Mr. Keen, then on Dr. Seckinger, Director of the Department of 
Public Health. Dr. Stebbing was apparently invited to be on the 
“‘team’’ if he would join in opposing Dr. Seckinger (hearings, p. 406). 
Until lately, the “‘team’s’’ efforts were directed against all three of 
the top officials of the hospital. 

From the record and from testimony, the objective became that 
of forcing these officials in the Department out of office (hearings, 
pp. 396, 406, 417, 456-462). Dr. Fazekas indicated clearly the prob- 
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lem which confronted him as he saw it in his deposition statement 
page 4, where he stated: 


Well, the big stumbling block was Mr. Keen who was 
Deputy Superintendent at the institution; Dr. Stebbing, 
who was Superintendent of the institution; and of course 
Dr. Seckinger, who was ultimately responsible for the 
institution. 

The 38-page report 

At Dr. Fazekas’ instigation, there was prepared a 38-page com- 
plaint (hearings, pp. 374, 493, 496) approved by the “team” and 
joined in by others, prepared for submission to the Superintendent, 
the Director of Public Health, and the Commissioners, containing 
thinly veiled threats to superior officials including the Commissioners, 
to take the matter to the public through the press. This so-called 
report combined accurate information and good suggestions in some 
instances, with distortions, inaccuracies, and statements contrary to 
fact. The record indicates that on some of these matters the Director 
of Public Health and the Superintendent of the hospital had made a 
genuine and persistent effort to achieve improvements proposed which 
were beyond their final jurisdiction and control. It appears that 
Dr. Fazekas felt under a compulsion to deliver for his “team’’ those 
things which they wanted and he felt they should have. When his 
immediate superiors were unable to meet his demands, reasonable as 
they may have been in some instances, it became a personal matter 
with the administrators who were attacked as “blindly stupid’”’ and 
uninterested in the objectives of the hospital. 

In this connection it should be noted that Dr. Fazekas’ testimony 
and the exhibits submitted to the committee display a complete in- 
ability on his part to understand budget procedures (hearings, pp. 
456, 495, 496, 505). Despite efforts to explain carefully to him, he 
remained without comprehension of the differences between regular 
budgets, deficiency requests, and supplemental budgets, and the rules 
and regulations concerning them. Thwarted in securing action on 
the basis of his own procedures and rules, his frustrations were di- 
rected against the administrators of the hospital and the Public 
Health Department. 

It might be observed at this point that one of the prime objectives 
was the securing of substantial increases in budget funds for the 
purchase of needed equipment in the hospital. Undoubtedly addi- 
tional funds could have been used to good advantage; however, the 
committee noted repeated instances showing erratic use of such funds 
as were available for the procurement of equipment. Medical staff 
are not without direct responsibility. The purchase of a bottle- 
washing machine at the direction of one of the medical staff, Dr. 
Leroy E. Hoeck, resulted in equipment wholly unsuited for the pur- 
pose intended (hearings, p. 391). On the personal insistence of Dr. 
Fazekas, several thousand dollars was invested in an expensive arti- 
ficial kidney machine which remains in a crate at the hospital (hear- 
ings, pp. 383, 406-407). In another instance he insisted on the 
purchase of expensive X-ray equipment which, if purchased, could 
not have been used for lack of space for installation (hearings, p. 462). 

By this time, the bylaws governing conduct of the hospital staff, 
administrative regulations, and procedures were openly flouted on 
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repeated occasions by Dr. Fazekas and his ‘‘team.”” Having previ- 
ously used the public print for his purposes, Dr. Fazekas took his 
story to the press. Directives, orders, and instructions from the 
Director of Public Health and the Superintendent of the hospital were 
of no avail. A full-blown trial of the administrators in the press 
developed. 

In this attack, Dr. Fazekas prided himself in coining the phrase 
“the blind stupidity of the administrators” (hearings, p. 487). All 
semblance of proper administrative relationships between the chief 
of staff and the other administrators was thrown to the winds. Of 
the sensational items, now analyzed in the light of full committee 
records, some were wholly false, some half truths, some distortions, 
and others plain inaccuracies or misrepresentations. The sprinkling 
of interviews and fact carried in those items gave public credence to a 
degree wholly unwarranted by the facts. The record shows that for 
the purpose of the press campaign, Officials were charged with acts 
for which they had no responsibility, and accused with failures to act 
where they had used every means at their command. 

In April 1956 the newly appointed Commissioner for the District of 
Columbia, Hon. David B. Karrick, was immediately faced with the 
explosive situation at the hospital. Shortly after he assumed office, 
he received a detailed memorandum from the Superintendent of the 
hospital, Dr. Stebbing, concurred in by the Deputy Director and the 
Director of the Department of Public Health. This document (hear- 
ings, p. 374) outlined the chaotic administrative problem at the hos- 
pital resulting from the willful insubordinate activities of Dr. Fazekas 
and his “team.’’ It pointed out his established incapacity to cooper- 
ate and urged securing his resignation if Dr. Fazekas failed to work 
within the administrative framework at the hospital. 

Commissioner Karrick, the record indicates, conferred with the 
Superintendent of the hospital for less than balf an hour. His con- 
ferences with the chief of staff and his supporters, on the other hand, 
ran into-several hours. 

If Dr. Fazekas promised to abide by hospital bylaws, rules and 
regulations with proper regard to his subordinate position, the record 
shows that he honored this pledge in the same manner as he had from 
the beginning of his service at the hospital. 

Following the transfer of the Deputy Superintendent out of the 
hospital, the tempo of the atack decreased, but the drive to oust the 
Director of Public Health and the Superintendent of the hospital 
continued unabated. Dr. Fazekas, under guise of getting information 
for presentation at budget hearings, induced a resigning nurse to give 
him a written statement. This promptly reached the press for emo- 
tional treatment. His betrayal of the confidence of this nurse left 
her greatly agitated. She advised the Superintendent of Nurses that 
she had had no idea that her letter would be published and stated that 
she “thought she was giving it to a friend.”” This act by Dr. Fazekas 
brought injury to the hospital by making recruitments of nurses 
extremely difficult for a period of many months (hearings, pp. 429-31). 

Under the developing pressures, Dr. Seckinger, Director of the 
Department of Public Health, was retired. This left Dr. Stebbing, 
Superintendent of the hospital, as the remaining one of the top three 
officials against whom the campaign was directed. False accusations 
appeared in the press stating that he had delayed the opening of the 
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new psychiatric building at the hospital by fouling up the purchase 
of equipment. The record shows abundantly the facts were otherwise 
(hearings, pp. 40-41, 381, 409-411). The story is so typical that a 
brief summary of the case is warranted. 

Errors were discovered in several purchase orders for equipment 
for the new psychiatry building in October 1957. These errors were 
actually the administrative responsibility of Deputy Superintendent 
Charles Beal, who assumed to himself all authority over procurement 
shortly after joining the hospital staff in a directive issued to Mr. 
Spindler; Comptroller of the hospital (hearings, p. 416). The im- 
mediate responsibility was that of Mr. Miller, since deceased, who was 
purchasing officer at the hospital under Mr. Beal. 

The story reached the press through the channels which were being 
used. Despite Dr. Finucane’s express statement (hearings, p. 29) to 
the reporter that construction delays by the contractor, and not pro- 
curement of equipment, would prevent opening of the building for 
some months, a screaming headline announced “Buying Snarl Delays 
City Hospital Job.’’ The article continued in the usual manner, 
blaming Dr. Stebbing for the entire imaginary crisis and giving Dr. 
Fazekas credit for having asked Dr. Stebbing to secure expert technical 
help in the selection and purchase of the equipment. 

The facts were that Dr. Stebbing had requested this aid from Dr. 
Heath, Deputy Director of Public Health, not once, but several times. 
Dr. Heath decided that the Department could not afford the service 
(hearings p. 41). When special arrangements were made to have an 
expert from the National Institute of Health assist in the matter at 
no cost to the District, neither Dr. Schultz, Chief of Psychiatry and 
in charge. of selection and purchase of equipment, nor Dr. Fazekas, 
found it convenient to extend the ccurtesy of meeting and talking 
with him atall. This gentleman, consequently refused to be interested 
further. 

Memorandums (hearings, pp. 434, 435) show fully the continued 
insubordination and lack of cooperation on the part of Dr. Fazekas 
toward Dr. Stebbing. He openly violated any promise or pretense 
of abiding by any pledge he made concerning bypassing the Super- 
intendent on important policy matters (hearings, pp. 379, 405). 

The continuing insubordination of Dr. Fazekas resulted, not in his 
dismissal, but in the retirement of Dr. Stebbing. In the light of the 
record of Dr. Fazekas’ incapacity for cooperation, from his intern 
days to the present, a period of 14 years, the committee expects only 
that such conduct will continue regardless of personalities or the office 
he may hold. 

Previous reports, superficially treating these problems, attributed 
the difficulty to personality clashes. The record speaks strongly that 
the difficulty flows from personality traits antagonistic to authority, 
rules, regulations, and procedures. The record is replete with ex- 
amples of this. Testimony reveals repeated instances of Dr. Fazekas’ 
abusive verbal attacks making it difficult for others, including non- 
professional staff, to work with him (hearings, pp. 378, 397, 410, 422, 
426, 437, 448, 536, 537). 

Since the retirement of Dr. Stebbing, the hospital has been without 
a superintendent. It has been essentially controlled by Dr. Fazekas 
through the Deputy Superintendent, Mr. Beal, who joined the 
“team’’ immediately on his appointment and who was thoroughly 
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insubordinate to Dr. Stebbing (hearings, pp. 382, 455). The medical 
staff dominated the institution and, as one witness stated it, ‘the 
medical staff can do no wrong.” There is little showing in the record 
of any improvement at the hospital. On the contrary there is much 
testimony that morale has lowered (hearings, pp. 330, 395, 415, 417, 
419, 427, 440, 455, 536, 537). 

The medical staff has taken over completely matters of space control. 
The hospital seriously lacks nonpatient areas. Most of those which 
are available have been utilized for clinical investigations by the 
medical staff. The Chief of Staff, of course, controls these activities 
as research, and the hospital is sprinkled with individual laboratories. 
Neither the needs of patients nor of other hospital staff have been 
regarded in this expansion of unbudgeted activity. Since there are 
no controls, there is no information as to the cost to the District for 
space, heat, light, maintenance, or the additional costs arising from 
the dislocation of the normal usage of such space. 

The committee cannot emphasize too strongly the need for filling 
the vacant administrative posts at the hospital with highly competent 
men. It is also realized that this may be difficult, but this task will 
be immeasurably easier if the major disruptive influence at the hospital 
is removed, thus providing for the first time in years the opportunity 
to weld the various hospital functions and departments into a har- 
monious and coordinated operation. No new administrator should 
be asked to assume this duty under circumstances, demonstrated by 
past experience, making such an objective difficult if not impossible 
of achievement. 


RELATIONSHIPS OF THE DISTRICT OF COLUMBIA GENERAL HOSPITAL 
WITH MEDICAL SCHOOLS AND WITH RESEARCH PROGRAMS 


During the committee hearings, mention was made of the relation- 
ships between the District of Columbia General Hospital, the medical 
schools, and Federal agencies as to teaching and research activities. 
The teaching related to instruction by hospital medical staff for 
Georgetown and George Washington Universities. The research 
involved medical investigations by hospital medical staff in conjune- 
tion with the university medical schools and Federal programs of the 
National Institutes of Health, the Atomic Energy Commission, and 
the National Science Foundation. 


Instruction at medical schools 


District of Columbia General Hospital medical staff conducts 
classes in cooperation with Georgetown and George Washington 
Medical Schools. Classes are held both at the universities and at 
the hospital. As a public institution and a free hospital, the District 
hospital provides excellent teaching resources. The arrangement is 
regarded as mutually advantageous to the medical schools and to the 
District of Columbia. The possibility of participation in teaching 
at the medical schools is an inducement aiding in securing more 
highly qualified members of the medical staff at the hospital. 

District funds are for the purpose of providing medical care at the 
hospital. When teaching activity is carried on during duty hours, 
the District loses services for which it is paying. In some situations, 
the teaching activity can be carried on without loss of service to the 
hospital. 
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No records appear to be available which would indicate the extent 
of the contribution of the District in this teaching activity. While 
the committee does not question the desirability of the teaching par- 
ticipation by hospital medical staff, it does believe that as a matter of 
good business practice the District government should know on a cost 
allocated basis what it indirectly budgets to this important activity. 

Teaching members of the hospital medical staff, in some cases, 
receive compensation from the medical schools. Where payment for 
such service is made and the teaching falls within duty hours paid for 
by the District, another issue is raised. In conducting the business 
of the public, use of government paid time in nongovernment activities 
for pay can become an acute problem. 

Nothing of official character appears to approve such double com- 
pensation from use of government time. Nor is there any official 
prohibition of the situation described. Comparable problems within 
the Federal Government have been resolved by prohibiting such 
secondary incomes and by providing inducements for special services. 
The committee feels that teaching members of the medical staff of 
the hospital serving in dual capacity should not be faced with pos- 
sibility of question concerning the legality of double pay. No such 


hazard should exist. Clear guidelines of sanction or authority should 
be provided by regulation or law. 


Medical research 


Within recent years, there have been substantial increases in the 
funds available for medical research in the United States. This is 
true of Federal agencies as well as of private foundations and busi- 
nesses, including drug companies. The motivation in each instance 
is similar except that in the case of drug companies there may be both 
a financial and medical interest. Such firms are by common practice 
generous with drugs and preparations for use in research work. 

Federal agencies have a carefully developed procedure for research 
programs and projects. Projecis proposed to them are carefully 
reviewed and screened by panels of experts in particular fields before 
approval is given. Funds are provided either as a grant or under 
contract. 

The general policies of Federal agencies in supplying funds are 
similar. Moneys are not allocated to replace funds from private 
sources nor for the purpose of supplementing the incomes of project 
directors. They are designed to supplement available funds or to 
provide funds where none are available for significant medical investi- 
gations. Commonly such moneys are used to provide equipment and 
materials, salaries for technicians or other special employees when 
essential, and for travel where pertinent to the project. Grants and 
contracts are generally sponsored in the District area by the medical 
schools. As sponsors, they undertake responsibility for vouchering 
and accounting for use of funds and the submission of such other 
reports as are required by the Federal agency. For this service, the 
sponsoring institution is allowed a fee of 15 percent of the amount of 
the grant in some cases or an approximate equivalent amount under 
formula in other cases. 

Late in the investigation, sworn testimony taken by deposition in 
connection with an action filed in the U.S. District Court came to the 
committee’s attention. Statements relating to hospital medical staff 
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regarding ‘‘putting the touch” on drug companies, splitting of salaries, 
and the transfer of so-called personal-research funds to third parties 
indicated possible unrevealed practices. It became apparent that 
Federal agencies, the medical schools, and District and Health Depart- 
ment officials were without information on such matters. Accord- 
ingly, the committee felt that it would be derelict in its duty if this 
matter were not looked into even though time foreclosed the possibility 
of complete investigation and disclosure. 


Research project B-178 


For the purposes of this check study, a longstanding Federal grant 
research project was chosen, This is a Public Health Service grant 
through the National Institutes of Health designated as project B-178. 
The general nature of the project relates to cerebral metabolism. 
Several reports on this project have appeared in medical journals. 

The project has received Federal grants for 10 years, and appropri- 
ated Federal funds in excess of $100,000 have been available for the 
research. The director of the project is and has been the Chief of 
Staff at the District of Columbia General Hospital. Sponsorship was 
provided by one of the medical schools of the District. The project 
was initially approved after careful review, and the routine accounting 
and reports have since been made annually. Except for the fact that 
it was one of the older research grant projects, it had no surface appear- 
ances that would bring it to attention any more than one of the scores 
of other research projects that have been or are being sponsored by 
the medical schools. 

Following the subpena of drug company correspondence, records, 
and other information related to the District Hospital and any of 
its personnel, certain surprising facts were revealed. These facts 
obviously were not fully known to District officials nor to the medical 
schools or Federal agencies. Details given in this report will be 
limited to information from a single drug company which will be 
designated as drug company A. 

In the case of drug company A, the records indicate that in excess 
of $80,000 was paid to or at the direction of the District Hospital 
medical staff members during a 3-year period ending last October. 
About half this amount was paid directly to individuals. Additional 
amounts were paid indirectly to individuals. Considerable amounts 
were paid directly or indirectly for travel expense. The remainder 
was used for equipment and materials and for fellowships. 

In addition to the NIH B~—178 grant already mentioned, the Chief 
of Staff at the District Hospital established his own research account 
at the sponsoring medical school. The record shows that at least 
two other drug companies in addition to drug company A and a 
private foundation supplied funds to this account. These funds as 
indicated by the vouchering, by payments to personnel, and by testi- 
mony of the Chief of the Medical Staff (hearings, pp. 471 and 477) 
were used in connection with the Federal grant. Thus the research 
project director had at least two funds for use in connection with 
this project. 

During committee hearings, the Chief of the Medical Staff was 
questioned about the funds received from drug company A. Evidence 
in the committee files indicates that, with the possible exception of 
some payments for travel to other staff members, he arranged for 
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the funds, agreed as to what medical staff and other personnel would 
receive direct payments and the amounts, and knew when and in 
what sums payments were being made. The company, replying to 
written inquiry stated, “The funds under these grants were dis- 
tributed by us to Dr. Fazekas and to others as Dr. Fazekas directed.” 

Under question, the Chief of Staff admitted that he had been 
receiving $1,000 per month personally (hearings, p. 478) from com- 
pany A. Asked as to the nature of his duties to earn this payment, 
the Chief of Staff indicated that he gave advice and counsel on 
medical and research matters as a “consultant.”” Asked about the 
terms of any agreement under which these payments were made, the 
drug company replied, “In response to your request for information 
concerning the working arrangement between Dr. Joseph R. Fazekas 
and this company, there is no written agreement between Dr. Fazekas 
and this company.” The paragraph continues referring to arrange- 
ments involving “clinical trials,’ “clinical investigation,” “clinical 
research,”’ and “clinical work.’’ Elsewhere the letter refers to equip- 
ment loaned “to Dr. Fazekas for use in clinical work performed for us.” 
[Emphasis supplied.|] However, at one point, outside the dis- 
cussion as to the nature of the working agreement, the term ‘‘con- 
sulting arrangement” is used. In view of the lack of any written 
agreement and the different interpretations of the parties, the com- 
mittee will not presume to define its legal significance. 

Questioned about his duties in earning the $12,000 annual payments 
from the drug company, Dr. Fazekas stated, ‘I was to make trips 
regularly to Philadelphia * * *” (hearings, pp. 472 and 479). Asked 
concerning the frequency of these trips to Philadelphia in 1957, the 
drug company advised: 


Our records indicate that Dr. Fazekas made two trips to 
our plant during the year 1957; however, the proximity of 
Philadelphia and Washington allowed for frequent telephone 
conversations between Dr. Fazekas and the medical staff of 
(company A), and eliminated the necessity of potential trips. 


If, as Dr. Fazekas stated, trips to Philadelphia were required for 
his “‘consultative” functions, his pay for this work would have been 
at the rate of $6,000 per visit in 1957. The drug company, however, 
indicates that there were frequent telephone conversations. This 
service involved work for the drug company in “clinical testing,”’ 
“clinical investigations,”’ and ‘‘clinical research.”’ Such services were 
mostly performed in Washington. 

Information in the committee files shows that during the period the 
Chief of Staff was receiving the $1,000 per month payments, the 
purchase of drugs from the particular company increased by 115 per- 
cent. The committee recognizes that this doubling of purchases may 
be entirely coincidental. ‘Testimony was received during the hearings 
indicating wasteful practices in the use of some expensive drugs (hear- 
ings pp. 386, 388, 418, and 433). 

Testimony was likewise received showing that drug costs per in- 
patient day at the hospital increased from 74 cents during fiscal year 
1957 to $1.19 during fiscal year 1958, while market prices of drugs 
showed a general increase of only 3 or 4 percent. No plausible ex- 
planation could be secured from witnesses. The Chief of Staff has 
a prime responsibility in the area of drug usage at the hospital. No 
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personal arrangement should exist which could motivate any actions 
for other than the most practical and efficient procurement of drugs 
and firm discipline of his staff against wasteful use. 

In absence of a full investigation of this area, no conclusions are 
drawn. The committee observes that there is the possible existence 
of or the potential for development of a situation contrary to the best 
interests of the District. The committee also notes that the District 
of Columbia lacks any conflict-of-interest statute making illegal the 
use of official positions for personal financial advantage. 


LEAVE FOR TRAVEL 


It is the understanding of the committee that regulations of the 
District require that where annual leave is not taken and where travel 
is outside the metropolitan area, official approval of such leave must be 
secured. Examination of District records and the time and leave 
cards at the District Hospital alone revealed no irregularities. When 
official leave is approved by the Commissioners, the purpose of the 
leave with pay is presumed to be of some importance to the District. 
Official leave of this character is not entered on the time and leave 
cards. Thus the extent of such official leave for any individual is 
revealed only by other records. 

Subpenaed evidence in the committee files revealed very consider- 
able travel by the Chief of Staff and other medical staff while on full 
pay status. The cost of the travel and subsistence, however, was not 
at District expense. This cost was paid from NIH research funds, 
Dr. Fazekas’ supplemental research fund, or by direct payment from 
drug companies. It is unclear whether this travel was on matters of 
importance to the District, was connected with research, was in the 
interest of a drug company, or a combination of purposes. However, 
most such travel was done by those who are or were receiving direct 
payments from a drug company. 

Correspondence concerning travel, when related to District records, 
also indicates payment for travel during absences without leave. 
It appears that the District is generous in granting official leave. 
It would appear also that the abundance of travel funds from non- 
District sources encourages carelessness in observing District leave 
regulations. 

During hearings, the committee received testimony regarding 
keeping of time and leave records (hearings, pp. 437-443),. The Chief 
of Staff resented the time and leave clerk’s efforts to perform her 
duties in keeping accurate records concerning members of the medical 
staff. A clerk, making improper entries on such records, would be 
subject to discharge. No employee should be in jeopardy of his 
position because of a superior official’s disdain for procedures and 
regulations. The orders issued pursuant to and motivated by the 
protest by the Chief of Staff, taking time and leave matters from the 
proper employee, are unwarranted and improper. Little wonder that 
this clerk, after 15 years’ service, resigned; her successor resigned; 
and the successor to the successor has given notice of leaving, all in 
the past 4 months. This instance illustrates the extent of the domi- 
nation of the hospital by Dr. Fazekas and his “team” since Dr. 
Stebbing’s retirement, with the consequent lowering of morale. 
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DUAL COMPENSATION 


In any situation where the same person may have access to payment 
from several sources, multiple compensation is likely to result. Com- 
mittee records show that this is the case with some hospital personnel. 
Further, it seems beyond question that in some cases the additional 
income is earned during duty hours for the District. 

Dual compensation prohibitions in the District are comparable to 
those in the Federal Government. The Personnel Manual of the Dis- 
trict government provides: 


Full time civilian employees: May hold a job in another 
agency and receive full payment for each if each salary is 
less than $2,500 per year if the salary from one of the two 


positions is paid from some source other than appropriated 
funds. 


Appropriated funds of the Federal Government and of the District 
of Columbia are involved in this situation. For example, one em- 
ployee receives a full-time salary at the hospital and a monthly salary 
from the NIH B-178 research funds under direction of Dr. Fazekas. 
The amounts involved substantially exceed the minimums provided 
in the regulation. In addition, this same employee receives a monthly 
salary from Dr. Fazekas’ supplemental research fund and also a like 
monthly salary from a drug company. This makes four salary pay- 
ments each month, three of which were arranged for by Dr. Fazekas. 

This complicated pay arrangement points up the good reasons for 
NIH requirements for information on supplemental research funds 
which are available for use along with Federal grant funds. Payment 
of salary from NIH funds when two salaries are already being paid 
for the same services from supplemental research funds and private 
funds borders on, if it is not actually, a case of double vouchering. 
The committee also notes instances of travel costs covering same dates 
and to the same destinations for which payments were vouchered 
from NIH grant funds and also from other funds. 


RESEARCH RESOURCES 


During committee hearings, reference was made to the ‘‘excellent 
research resources” at the District of Columbia General Hospital. 
In some of the correspondence in the committee files, considerable 
emphasis is placed on this fact. The committee observes, however, 
that such resources are human. Knowledge and consent may not be 
called for where clinical testing involves routine use of approved 
drugs. However, testimony before the committee indicated instances 
where research resources were incapable of consent and the results in 
some cases were hazardous (hearings, p. 472). Published reports in 
medical journals supplement the testimony. 

The committee feels strongly that the course of research and the use 
of the resources at the District of Columbia General Hospital should 
at no time be dominated by any one person. Exceptional precautions 
should be taken where the director of a research project is being paid 
consultation or other fees in connection with such medical investiga- 
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tions. The committee feels that no arrangement should be permitted 
which would give the appearance or inference that the research re- 
sources at the District of Columbia General Hospital are at the avail- 
ability of the medical staff for use in justifying, directly or indirectly, 
receipt of special payments or fees from private organizations. Any 
research involving minors should follow the best concepts of law that 
a minor is incapable of giving consent, nor can parents or guardians 
legally give consent for research purposes. 


MEDICAL SCHOOLS AND GRANT FUNDS 


Previously, mention has been made of the handling of research 
grant funds by medical schools and the fee for accounting and report- 
ing. This practice applies not only to Federal grants but also to 
grants received from private sources. Such handling of and clearance 
of project funds is accepted practice. Medical school officials ex- 
pressed the belief that I directors did not receive direct. per- 
sonal payments in connection with grant funds. Dr. Fazekas insisted 
this was the case under careful questioning during his testimony. 

Dr. Fazekas was asked concerning correspondence in which he sug- 
gested a procedure to avoid having payments handled in the accepted 
manner through the medical schools (hearings, pp. 470, 474), which 
would place funds directly in the hands of the medical staff. He 
stated that such were consultant fees. He later explained that only 
in the case of travel funds and consultant fees did the medical staff 
members receive direct payments (hearings, p. 475). 

Written inquiry to the drug company concerning Dr. Fazekas’ 
Pie wm to sending funds through the medical school resulted in the 


following statement indicating the funds were grants and not con- 
sultant fees: 


Concerning the letter of July 16, 1956, directed to Dr. 
Shaw by Dr. Fazekas, Dr. Shaw advises this also refers to 
moneys to be paid under the grants [emphasis supplied] for 
the clinical investigation being done for us and the individuals 
referred to and the amounts involved were as follows: 
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These sums are part of the total grant arrangements with 
Dr. Fazekas which were paid pursuant to his direction. 


Dr. Fazekas was further asked concerning transfer of $2,000 of 
“my own research grants.’’ He stated in reply that this referred to 
NIH grant funds for the study of cerebral metabolism (hearings, 
p. 476). Examination of disbursements from this fund as filed at 
NIH revealed no such payment to the particular doctor. 

He was asked concerning a check made out personally te him a 
year later in the amount of $2,000 (hearings, p. 501). He testified 
that this went to Georgetown University to supplement the’ salary 
of the chief resident in pediatrics. Photostat of the canceled check 
showed endorsement and deposit in his personal account. 
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RECOMMENDATIONS 


1. Improvement in upper level of administration, with such per- 
sonnel changes as may be necessary, to achieve— 

(a) Better communications, to include accurate and complete 
reporting of all administrative matters; 

(b) Clear presentation of financial status to bureau and divi- 
sion chiefs on a regular, periodic basis; 

(c) Staff meetings at regular intervals; 

(d) Asystem of cost accounting for the Department as a whole; 

(e) Better unification and coordination of programing for the 
Department as a whole. 

2. Reevaluation of personnel policies of recent years, with a view 
toward— 

(a) A more practical balance between the number of adminis- 
trative personnel and certain personnel at operating levels such 
as clerical and nursing; 

(6) A more realistic disposition of disciplinary cases; 

(c) The restoration of the position of Chief Position Classifier, 
reengaging the former incumbent if available; 

(d) Complete and objective audit of the present Office of 
Administrative Management to place this division on a realistic 
basis; 

(e) Reexamination of the ‘“‘excepted service’ status of career 
employees of the Department, with a view toward achieving the 
protections of a merit career system. 

3. Transfer of present Public Health Engineering functions and 
personnel, including the present Bureau Chief from the Health Depart- 
ment to the Department of Sanitary Engineering. 

4. Restoration of emphasis upon cleanliness and sanitation in all 
food-handling establishments, including swab testing of eating and 
drinking utensils. 

5. Appointment of a person to supervise and direct the inspections 
of dairy farms. 

6. Consideration of the status of Supervisor Walter Sands, in ac- 
cordance with recommendation No. 2(b). 

7. Position of Superintendent at District of Columbia General 
Hospital be filled by a person with specific training and experience in 
hospital administration. 

8. Position of Deputy Superintendent at District of Columbia 
General Hospital be filled by a person of demonstrated ability in 
government business and management. 

9. Serious consideration of the question of retirement of the present 
Chief of Staff at District of Columbia General Hospital. 

10. Thorough examination of present functions of the medical staff 
at District of Columbia General Hospital, other than medical care, to 
accomplish— 

(a) Evaluation of cost to District of Columbia government of 
present teaching and research activities; 

(6) Clarification of present dual pay and conflict of interest 
situations, and a declaration of policy, to be supported by legis- 
lation if necessary; 

(c) Establishment of a clear policy regarding research and 
clinical testing activities, establishing standards of conduct and 
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relationships between the medical officers and the sources of 
funds for research purposes, in regard to such matters as the 
direct payment of money to medical officers from nongovernment 
sources for research projects or for consultative services. Maxi- 
mum protections and safeguards to the patients in connection 
with all research and clinical investigations; 

(d) A reevaluation of the memberships, functions, and respon- 
sibilities of the Research Committee for the District of Columbia 
General Hospital; 

(e) A survey of present research activities at District of Colum- 
bia General Hospital, indicating the cost to the District for heat, 
light, space, equipment, and maintenance of special laboratories, 
and an evaluation of the present space utilization at the hospital 
for research purposes. 

11. An examination of the present official or administrative leave 
practices of the medical staff at District of Columbia General Hospital, 
as to the purposes for which such leave is granted, and the justification 
of its costs to the District government in terms of services lost. Also, 
this examination should include abuse of leave privileges. 

12. Greater attention to specific training and discipline of junior 
medical personnel at District of Columbia General Hospital, in regard 
to use and care of equipment. 

13. Insistence upon conformance with the bylaws of District of 
Columbia General Hospital at all personnel levels. 

14. The General Accounting Office should be directed to make a 
study and transmit a report with recommendations to the House 
Committee on the District of Columbia covering the following: 

(a) The extent of and cost of unbudgeted activities at the 
District of Columbia General Hospital such as teaching and 
research ; 

(b) Space utilization in connection with such activities; 

(c) Leave practices of medical staff for official travel; 

(d) Organization of the Research Committee, standards and 
procedures used, and financing of such activities from govern- 
ment and nongovernment funds; 

(ec) Dual compensation involving both budgeted and un- 
budgeted funds. 

O 





